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PRESENTATION 

 

Dennis Westfall – Vice President, Investor Relations, Intact Financial Corporation 

 Good morning, everyone. Thank you for joining us today. I thank you for your continued 

interest in Intact Financial. I’d like to welcome you to our Annual Investor Day. My name is Dennis 

Westfall. I’m responsible for Investor Relations here at IFC.  

 Today’s session is being webcast, and slides are available in the Investor Relations section 

of our website at www.intactfc.com.  

 Before I begin I would like to draw everyone’s attention to the forward-looking slide on 

slide 2. Now that you’ve read those…  

 I’m excited about this year’s line-up. When we plan the agenda, we try to ensure we cover 

things that we think the investors are interested in, but also lay out items that we think that we’re 

focused on in the coming months and years. I believe we struck a good balance between the two 

this year.  

 We pride ourselves on being a transparent management team. And the priorities that we’ll 

highlight this morning are the same ones that we discuss with our board, they’re what we believe 

will enable us to continue our track record of profitable growth in the years to come. 

 In prior investor days we’ve also tried to introduce a few new faces. This year’s no 

different, and you’ll get to meet a few of these people later today.  



 

 5

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

 The conference will last until approximately 12:00 noon. We’ll take a short break just 

before 10:00 o’clock, and I do ask that you hold questions till the end. We’ll do a Q&A session at the 

end of the day, or at the end of the morning.  

 You may have noticed one notable absence here today. Charles had a bit of a conflict. Not 

really a conflict. He’s meeting with the Ontario Government this morning. He’ll be joining us a little 

bit later on. 

 So our first speaker today is Mark Tullis. Many of you know Mark. He’s been our CFO since 

2006. Effective December 1st – I guess that means you’re coming in on Sunday – Mark’s new role as 

the Executive Vice President, Governance and Capital Management, and his current responsibilities 

will be expanded to include legal, investments and internal audit.  

 Mark, the floor’s yours.  

Mark Tullis – Executive Vice President, Governance & Capital Management, Intact Financial 

Corporation 

 Thank you, Dennis, and thank you to all of you to join us for Investor Day 2013 on a 

blustery winter morning.  

 So I’ll spend a few minutes on Intact and who we are, what is our basic vision and strategy.  

So Intact is the largest provider of P&C insurance in Canada. But we’re not only the largest. Overall, 

we’re the largest in almost all the segments we operate. So we’re the largest in all the primary 

provinces, we’re the largest auto insurer, the largest home insurer, the largest commercial insurer. 
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So we’re not number one by being number six a bunch of places and you add it up and get to be 

number one in total. We’re number one in most segments we operate. And we’re not only number 

one, we have a significant scale advantage, being twice the size of number two. 

 And one of our primary strategies is to use this size and to leverage it to provide better 

service to our clients, better service to our brokers, and better returns for our shareholders. And 

much of the rest of the morning we’ll be talking about how we provide this better service to our 

clients, brokers and shareholders.  

 Another thing that makes us unique is that we operate under a multi-channel distribution 

strategy. And I’d say we’re one of the few companies, not just in Canada but in the sort of insurance 

universe, that has been truly successful operating in a multi-channel distribution network. So 

basically we deal with independent brokers, and for you from the U.S., whenever I say broker, think 

independent agent and it’ll translate quite well.  

 We have brokers that we have financial arrangements with, either providing financial 

assistance or partial ownership. We have brokers that we own 100 per cent. We have direct 

business and we have a number of joint venture relationships with other financial institutions, 

including a new one that we’re going to talk about a little later today.  

 So… and we’ve managed to make all this work. And so I think part of our… part of our 

success is the fact we are able to operate in all these different distribution channels and make it all 

work. 
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 Yeah, part of our story is our industry outperformance. And our primary financial goal is to 

outperform our industry by 500 basis points of ROE every single year. Our 10-year track record is 

850, and we haven’t made the 500 every single year in the past 10, but by averaging 850 and 

generally achieving the 500, I think we have a very good track record on the outperformance side. 

And this ROE out-performance is driven by good operating results.  

 Our key operating metric is the combined ratio, and where we have outperformed the 

industry by 320 basis points over 10 years. And a good part of this morning we’ll be describing how 

we do this, why we believe it’s sustainable, and so what sort of things we look forward to continuing 

this advantage in the future.  

 But I would say the one thing in my mind, which is key to this that we don’t really talk 

about much is discipline. And I really view us as the disciplined player in an undisciplined industry. 

And I think this discipline is part of what brings the good operating results to us.  

 If you look at it by line of business, we have excellent outperformance on the auto side, 

excellent on the commercial P&C side. On the property, we’re more or less at the industry average, 

so clearly this is an area where we have work to do. It’s one we believe, in the future, we can bring 

the same sort of advantage, and we have a big section this morning on what we’re doing on 

property, why we feel we’re on the right track on the property side. 

 Last year we talked about two primary objectives. I think last year Charles said our big 

objective was integration of AXA and Jevco. Our second big objective is integration of AXA and 
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Jevco. Our third big objective is integration… and then we had some other objectives. But the two 

we talked about last year were integration of AXA and Jevco and improving results in property. I feel 

on the AXA and Jevco integrations we’re well on the way toward completing this. Basically the 

business has performed better than we priced for when we purchased them. And on synergies 

we’re at or above target on everything.  

 The key on the integrations, and this is kind of the beauty of P&C because – very few 

others and Tom know this, but I actually came from the Dark Side having a life background in my 

past – the difference between life and P&C, and life when you do acquisitions, it’s very difficult to 

actually combine the companies and get the synergy because life insurance is very long tailed. So it’s 

difficult to come up with economic justification for eliminating the legal entities in the system. So 

typically if you’re at a life company and you do rollup, you can never get rid of the companies you 

buy, and you end up with sort of a big collection of companies. The beauty of P&C, because it’s one-

year policies, if you can renew it on your paper, and then after sort of 18 to 24 months go by, 

there’s nothing left in the company you bought because it’s all moved over. Then you can basically 

wind up the legal entities and you can get rid of all the systems.  

 So what we’ve been very successful doing in our acquisitions is getting rid of legal entities, 

because each legal entity has a huge overhead cost. Getting rid of the system so we don’t have 

multiple systems. And that’s what we’re on track to do with AXA and Jevco, is part of the reason we 

say the integration will be complete in 2014 because 2014 is when the legal entity wind ups will be 
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complete, and when we will have, by and large, the systems eliminated as well with one or two 

exceptions.  

 In property I think we made a lot of progress since last year, particularly on our core 

results. But as this summer’s extreme weather events show, we have a lot more progress to do on 

the property side. And again, a big part of this morning we’ll be talking about how we intend to 

protect ourselves from extreme events and improve this line of business going forward in the 

volatile world that we are in. 

 So we have sort of a future vision of the company, and then we translate that into 

strategy. So I’ve got a slide on what the vision is where Charles sees us sort of 10 years from now. 

Then the next slide we’ll talk about how we translate that into our strategies, and then the 

strategies pipe is the presentations we have this morning.  

 But the vision for Intact is ensuring that our customers are advocates. Anne and Debbie 

are going to spend some time on this one this morning, what it is we’re doing to get the customers 

to be more advocates of the company. We have a goal to be one of the top employers in Canada. 

We’re not going to spend a lot of time on this one this morning except sort of peripherally. I will say 

it’s a big internal focus. We’ve made a lot of progress over the past four years with the engagement 

level of employees, getting employees excited to be here. We’re focused on improving this in the 

years to come, and I think this is something we’re very, very serious about. Again, not really the 

focus of this morning’s presentation. 
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 We have a goal to be one of the most respected companies in Canada. Again, I think this is 

one we made very good progress on. In the Board Games Report that came out on Sunday in the 

Globe and Mail we scored six out of 232 companies, tying with RBC and TD for the sixth position. So 

we’re very… and that’s one we’ve made sort of steady progress the past six years. Feel very, very 

good about that. We were the past year named one of the top corporate citizens in Canada for 

corporate social responsibility. But this is one we really want to move the needle. We have 

aspirations to be really known throughout the country as one of the most respected companies and 

the most respected insurer. So this is… we’ll have a little bit more about this one later today. 

 And finally, we continue the goal of beating the industry ROE by at least 500 basis points 

every year. And we have a secondary goal of growing net operating income share by an average of 

10 per cent, not every year but over time. So those remain our primary financial goals. 

 So how does that translate into our strategy? Our strategic priorities for 2014, we have 

five. One is improving the customer experience, so that ties into making the customers advocates. 

One is becoming a best employer; strengthening our technology; strengthening distribution; and 

ensuring sustainability in Ontario auto and home.  

 Three of these are going to be dealt with explicitly in the presentations to come, and then 

the other two sort of peripherally. I feel as we execute on these top priorities we’re going to be well 

positioned to achieve our longer-term goals, the vision that I set out, and to maintain our 
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sustainable advantage in customer satisfaction, employee engagement, respect in the marketplace, 

and financial performance. 

 We hope today will give you some insight on how we hope to carry out both the long-term 

vision and the strategy for this year. And with that I’ll turn it back to Dennis. 

Dennis Westfall  

 Thanks, Mark. 

 Carrying on the scene with the strategic priorities, our next presentation will highlight the 

customer-driven nature of IFC, and how we believe it will lead to improve customer experience over 

time.  

 Anne Fortin has been responsible for managing the marketing activities of belairdirect and 

Grey Power. As of December 1st Anne’s new role will be Senior Vice President, and will also include 

building strategic relationships within our direct channel. This morning’s announcements between 

belairdirect and Sun Life Financial is something Anne will expand upon in a moment.  

 Joining Anne is Debbie Coull-Cicchini. Debbie led our broker operation in Ontario since 

2005, and is responsible for the performance in all lines of business in Ontario.  

 Anne? 

Anne Fortin – Senior Vice President Marketing and Strategic Relationships, DTCD 

 Good morning.  
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 I’m pleased to be here with you this morning to discussing how Intact invests in customer-

driven innovation to contribute to our business success and to stay ahead of the curve. I’m joined 

this morning by my colleague, Debbie Coull-Cicchini, and together we’ll be providing you with some 

various examples of how we put the focus on the customer and how that drives the success at 

Intact.  

 But first, I’d like to begin by showing you a quick video of our customers and brokers, and 

why they choose to do business with Intact. So I will let them speak for themselves.  

 (Video) 

 Sorry about that technical glitch, but I guess you got to see enough to see that our 

customers… about our customers and brokers and why they choose to do business with Intact. I’m 

sure we can make that video available through some other means later on. 

 But the environment is changing, and we need to continue to adapt to these changes. It’s 

not enough and we can’t rest on our laurels. So this slide shows a summary of a worldwide survey 

by Ernst & Young where they ask customers why they chose a certain P&C provider, and why they 

decided to stay with that insurance company. In fact, they expect a lot more than just price. What 

we see here is that the customer loyalty is mostly driven by customer service, closely followed by 

the trust in their brand. Even for those in shopping mode, looking for a new insurer, consumers 

expect more than just price there again. Key factors affecting their choice of an insurer include 

price, but brand is second most important, and factors such as product, service are also very 
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important. In fact, one third to one half of the respondents of this survey, depending on the age, 

have said that they would be willing to pay 11 per cent more for their insurance product if it was a 

product that was very specific to their needs. So that shows that it’s more than just price.  

 So it is those factors from the E&Y survey that will be the basis and the framework for our 

presentation on customer-driven this morning. So we want to discuss how we can leverage our 

people and our scale to invest in initiatives that will align to these customers’ changing needs.  

 So let’s start with reputation. When customers choose a P&C provider, the public 

perception of the company, its track record and financial stability are all part of their decision-

making process. So I will provide you with some examples of what we do at Intact.  

 As an audience, you’re very familiar with our financial strength and track record, so I will 

instead focus on other things. To begin with, we’re very proud that Intact is considered to be a 

highly respected financial services company. Recently we ranked number 18th in the Corporate 

Knights 2013 Top 50 Best Corporate Citizens. This is determined based on 12 financially relevant 

sustainability metrics – I’ll try to say that three times if you’re a Francophone – including green gas 

productivity and pension fund equality.  

 As Mark also mentioned, the quality of our corporate governance resulted in The Globe 

and Mail ranking us number six in their 2013 Board Games where they evaluated 232 companies 

listed on the Toronto Stock Exchange. This is based on the quality of the board composition, 

compensation, shareholders’ rights, and disclosure.  
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 And as you know, we’re also very committed to climate change. Right now, we have a 

robust education initiative directed to consumers through our website called Insurance is Evolving. 

Our objective with this investment is to engage, educate and empower customers to take action to 

mitigate the impact of climate changes on their home. We will direct our customers to go to that 

website, but it’s also publicly accessible so that consumers in general can access this website 

whether they are our customers or not.  

 Our commitment to community. So the community expands beyond societal issues like 

climate change and good corporate citizenship. We’re also involved in activities that align with the 

passions of our customers, with the sponsorship for various NHL teams, with our local involvement 

with the Toronto Maple Leafs, the Montreal Canadiens, and the Calgary Flames. In addition, since 

2006 we’ve been strong supporters of the National Speed Skating Team from the Investment in 

Grassroots Local Team to the national team athletes at the Olympic level.  

 Another component of our reputation includes managing our reputation in a world where 

consumers can voice their opinions very clearly, where they can voice their concerns through social 

media. This is a challenge for any company, but it’s also an opportunity for us to deepen our 

connection with our customers, and turn a negative experience into a positive one by our 

responsiveness. Consumers today expect transparency when they’re dealing with companies with 

which they do business. Our willingness to be present and social media, to invite the feedback of 
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our customers, and to publicly respond shows our deep commitment to our value of being customer 

driven.  

 As you can see from this slide, belairdirect launched a social media presence this year, and 

we’re proud to say that 45 per cent of the posts are replied within two hours; 80 per cent of the 

comments are either positive or neutral. This is pretty good when you see what’s being written out 

there sometimes. And 50 per cent of complaints have been turned into a positive customer 

experience. And we know that if a complaint is turned into a positive experience that customer will 

be an advocate of Intact for the rest of their life.  

 The second component that is very important, as you saw from the Ernst & Young survey is 

service. So when it comes to service, consumers are looking for what? A simple answer to a specific 

need. Sounds pretty simple. So I’ll show you a few examples of what we do to differentiate 

ourselves on that.  

 First, I couldn’t start talking about service without talking about claims. I know that my 

colleagues will be talking about claims, so I’ll do it very shortly, but I didn’t want you to think that 

the marketing girl did not know what she was talking about. So I can’t talk about service without 

talking about claims. So first of all, we have the largest claims team in Canada with over 3,000 

employees. That allows us to manage catastrophic events far beyond that of our competition.  
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 Second, we have more internal adjusters and lawyers than our competition. That allows us 

to handle, with our adjusters, 97 per cent of our claims in house, and we also have a large team of 

legal resources across Canada, which allows us to reduce expenses and reduce cycle time.  

 We also have a strong network and superior partnerships with our Rely auto shop and 

property Rely network. These vendors are handpicked. And if our customers decide to go to a Rely 

network to handle their claims, we will fully guarantee the work.  

 And lastly, because of the customer-driven nature of our company, we put our money 

where our mouth is with our claim service guarantee. If someone calls Intact and does not talk to an 

adjuster within 30 minutes of their first call, we will put $1,000 towards their next renewal 

premium. And as a testament to how good the service is, we have over 5 million customers in 

Canada, and this year we’ve only had to pay out on this promise 17 times.  

 An important stakeholder also in the relationship with our customer is obviously the 

broker. We rolled out a strategy starting last year, which is the Intact Insurance Buy Online, which 

turned out to be a very good strategy for all stakeholders. For the consumer it’s about the 

convenience of having an access to an online auto quote, supported by the advice and the choice 

that can be offered by a broker. For brokers it’s really about organic growth, and allowing also a 

presence online for their company. But it’s most about organic growth. And with the Intact Buy 

Online, we’re able to provide over 100,000 leads to brokers in both Ontario and Quebec to support 
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their business. And in Alberta we started a bit later, but so far we have 35,000 leads that were 

provided to the broker.  

 So for Intact Insurance it’s about supporting the brokers, attracting consumers, and 

continuing our presence online.  

 We’re also adapting our digital experience to our users. In today’s world people interact 

with companies and brands with a personal and unique combination of access to devices and 

platforms and channels. So in response to this strength, all IFC websites were redesigned this year. 

This new approach permits an optimized viewing that is really optimized based on the device you 

are choosing. For example, the desktop, which is characterized as the attentive device, users are 

paying attention. They expect the most comprehensive experience online. They’re there to interact, 

transact, get educated, get informed. So it’s really where you have to put the most information. 

 The tablet is characterized as the discovery device. Usually the consumer does not have a 

specific objective in mind. It is also characterized, as you all probably know as a couch medium.  

 Finally, the mobile is characterized as the urgent device. Consumers are focused. They 

expect an immediate answer to their needs. And since the mobile has increased exponentially for us 

in the past years, we needed to have a real experience base if someone is on their mobile, so 

provide them with a phone number, an address or whatever specific information they were looking 

for. 
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 We’re also engaging with customers in real time. Letting our customers choose how they 

want to communicate with us was another way to offer a personalized service online. From launch, 

the interest of our web users to chat with our agents or brokers was noted and was an actual fit 

with our digital strategy. So rather than forcing a user to change a channel and risk losing them in 

the process, they can simply ask a quick question to an agent or a broker regarding their auto 

quoting process, and they continue doing it on their own. That way they can complete the 

transaction themselves.  

 Today, as you can see on the slide, over 3,000 chat sessions are held every month by 

BrokerLink, Grey Power and belairdirect. And it’s interesting to note that 74 per cent of these 

sessions are held with our existing customers. We also allow a use of chat tool in Facebook where 

they can chat with us in private conversation so that we can also answer their needs wherever they 

are.  

 We’re engaging with customers also by providing them with content. We’re insurance 

experts, which means we know a lot about risk, but instead of just putting a price on risk, we also 

can add a lot of value by leveraging our knowledge to help people prevent risk in their everyday 

lives. We’ve developed newsletters, and more recently belairdirect – it was just last week actually – 

belairdirect launched a new blog about tips and tricks to keep life simple. As such, it expands the 

reach of our brand to engage with customers on a wide range of topics such as night driving tips, 

home safety tips, even choosing the best bicycle lock, whatever information they’re looking for.  
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 So by sharing our valuable knowledge and advice, we actually engage with consumers with 

our brand in a way that has meaning in their everyday lives. 

 The last topic I’ll be discussing with you this morning is about brands. So the third aspect 

that consumers care about deeply is when they choose and interact with an insurance company is 

their brands and what do their brands… so what does our brand stand for? But it’s more than just 

about our brand; it’s also about the company we keep, and I’ll be sharing more on that in this 

section. 

 So first, brand awareness. That’s a key component of our strategy’s to build strong brands. 

We strive to offer consumers strong recognized brands in whatever market we compete. Strong 

brands are critical to building our success. A strong brand becomes part of the consideration step, 

and then that consumer is four times more likely to get a quote from us, and six times more likely to 

actually buy from us.  

 As you see in the chart in blue, Intact Insurance is already surpassing our target for 

unaided brand awareness. Unaided brand awareness is the ability to name the company without 

being prompted. So we can see right now Intact Insurance is at 18 per cent. That is to be 

differentiated with aided awareness where someone is actually saying do you know Intact 

Insurance? And we feel that since we can be alongside our consumers every time they decide to do 

a quote, and say to their ear do you know Intact Insurance, we feel that unaided awareness is a 
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better metric that we consider because usually aided awareness is much higher. So at 18 per cent 

we’re very proud that nationally we’re able to achieve that already.  

 For belairdirect we have a very strong level of unaided awareness in Quebec at over 50 per 

cent. That means that half of Quebecers between the age of 18 and 70 can name belairdirect as an 

auto or home insurance company. And in Ontario we continue to build the brand as well.  

 I mentioned how important it is for us to be top of mind for the consumer. As you’ll see 

from this chart, when we ask Canadians coast to coast to think of a company that provides auto and 

home insurance, they mentioned Intact Insurance first, well ahead of other more established brands 

in the market. That’s what we call first mention or top-of-mind awareness, and that is critical 

because you become the first company in the consumers’ mind. This confirms the success we’ve 

had in building our newest brand, Intact Insurance, to be well recognized and known in such a short 

period of time.  

 As I mentioned in my intro of this section, the company we keep is also extremely 

important. In Quebec we have a deep relationship with the CAA since 1998. This allows us to design 

specific acquisition offers to their membership base, as well as generate great cross-selling 

opportunities. That way we can leverage each other’s brand and consideration.  

 Also with Banque Nationale through our InnovAssur company, we offer quality insurance 

products sold under the National Bank Insurance banner. Today we have over 130,000 policies in 

force.  
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 And I’m very proud this morning to be introducing – you saw it probably on the wire this 

morning – the new partnership with Sun Life Financial, which is launching next week on December 

2nd. So we’ll be launching a Canada-wide gradual distribution agreement with Sun Life Financial. 

Through a rigorous process both companies decided to enter into a referral agreement whereby Sun 

Life will promote belairdirect’s auto and home insurance products to customers and visitors on their 

communication platform.  

 A research conducted by Mercer in Canada showed that the top-two benefits that 

employees are willing to pay for for themselves are auto and home insurance. And this was 

confirmed by research done by Sun Life Financial with Ipsos Reid where group plan members were 

asked to choose which product they would be also to pay for, and they chose auto and home 

insurance as their first choice. So based on these findings, we’re pretty confident this is going to be 

a successful partnership.  

 Just to give you a bit of an idea of how this is going to work, a Sun Life customer is going to 

go onto one of Sun Life’s properties. They will see an offer from belairdirect, and based on their 

province they will get a specific offer for them based on what we can do in that market. They’ll be 

able to get a quote online from us, and also call us directly obviously to get a quote, and will also be 

able to get some calls directly from Sun Life’s call centre. So we’re launching next week in Ontario 

and Quebec, and other regions will follow in 2014.  
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 So I would like now to invite Debbie Coull-Cicchini to join me to speak about the other 

factors that we focused on, customer driven.  

Debbie Coull-Cicchini – Senior Vice President, Ontario Division, Intact Financial Corporation 

 First in it, since 2005 I can tell you one of our key focuses is certainly profitable organic 

growth. So Anne talked about three of the five factors that shape a consumer’s decision on choosing 

an insurance company. So I wanted to touch on price as well as product, and then I’m going to talk a 

little bit about measurement. 

 We talked in detail last year about commercial line segmentation, and a little bit later this 

morning we’re going to give you a little bit of a peek or a sneak peek, a preview of our secret recipe 

in pricing and segmentation as it relates to Ontario auto. As with commercial lines, we use our scale 

and data credibility in personal lines to driver our segmentation, as well as our pricing strategy. Our 

personal line strategy focuses on looking at individual characteristics of a customer as opposed to 

lumping them all in large rate bands. We refine the data to a very granular level, and that allows us 

to give a price to a consumer that’s very individual and very customized, and offer them the best 

possible rate. This approach that we do minimizes subsidization between customers, and it helps 

any adverse selection that we might have within our portfolio.  

 Our brokers do consider our pricing to be an advantage, and a very strong point when 

dealing with Intact Insurance. And it also allows them to actually deal on an individualized basis with 
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their consumers. And knowing how our prices are created, they can help their customers feel and 

understand that the pricing charged to them is customized for them.  

 With our very rich data and sophisticated pricing algorithms, we believe that we create an 

advantage that’s difficult for others to replicate. This strategy also provides a competitive lever for 

us, particularly as it relates to retention of customers, because our precision in pricing gives a 

greater level of stability to customers year over year. In fact, our automobile retention exceeds 90 

per cent in the Ontario market, which is very strong, a very strong result, given the competitive 

nature of automobile in Ontario.  

 The next factor that consumers consider when choosing to stay or go to an insurance 

company is product. And we are very confident that Intact has the broadest portfolio of personal 

line product offerings that are unmatched in the industry. Our vast array of products and our focus 

on superior service are reasons why customers choose Intact and why brokers choose to put their 

business with us. It shouldn’t be a surprise that increased cross selling of products also improves 

retention and contributes to our top line.  

 And an example of one of our successes of a product is one of our most popular ones, and 

that’s accident forgiveness. I don’t know about you, but good drivers can have a bad day, not that I 

have had a bad day on the road. But accident forgiveness is pretty simple. If you have an at-fault 

accident, we will treat it – your first at-fault accident, I might add – we will treat it as if it never 

happened. So this product obviously is seen as a great benefit for customers, as well as easy for our 
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brokers to sell, and very, very beneficial. The success of this product is validated by the number that 

are cross sold within Intact Insurance. Ninety-three per cent of customers in Ontario have accident 

forgiveness, and 75 per cent of customers in Western Canada have accident forgiveness. 

 Next, the bundling of products also creates higher retention, increase top line, and makes 

it easier for the customer. Intact was the first to bundle a customer’s home and auto into one 

policy. Our goal: make it simple. Make it simple for the customer and reward them with a discount 

for placing their home and auto with us. This slide illustrates that product bundling increases 

retentions across all age groups.  

 So as we evolve with our innovative products and personal lines, our most recent addition 

to the lineup is our usage-based insurance, fondly known within Intact as UBI. We do like our 

acronyms. We introduced UBI to the broker and consumers this month. And we will be rolling out 

My Driving Discount within Intact Insurance Quebec next month in December, and we will be rolling 

out Automart with belair in Quebec next month in December. And the other provinces will roll out 

in 2014.  

 Usage-based insurance takes our individual rating methodology to the next level. With UBI 

customers are in control of their rate, and they’re eligible to achieve substantial discounts based on 

their safe driving habits. So simply put, we’re going to measure three things in UBI: rapid 

acceleration, hard braking, and the time of day or night that you drive.  



 

 25

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

 In addition to the possible discounts UBI insurance offers, it really does support our 

customer-driven philosophy. Drivers will have the option to sign up for UBI and save on their annual 

premium based on their safe driving behaviours. And we believe we need to be there with UBI. It 

will assist us in offering in getting higher retention and the attraction of new customers if we’re 

offering UBI as well. This is an important segment because after all they are safe drivers. It will also 

allow us to gather rich and valuable data that will allow us to further refine our pricing and 

underwriting for an increased competitive advantage. UBI is an extension of our already 

sophisticated pricing and segmentation model, and is a strategy to get and attract better drivers, 

and most importantly, to grow our earnings.  

 Since the usage-based insurance program allows customers to gain greater control of their 

premium, we’ll be giving them access to a personal information dashboard on their driving patterns 

on a secure web dashboard, an example of which is on the screen. From this dashboard a customer 

will have access to their personal driving information. They’ll see the detailed stats section. They’ll 

see the number of hard brakes they’ve had, rapid accelerations, and the time of day that they were 

driving or time of night, and they’ll be able to see days of the week. And from this information the 

consumer will be able to kind of retrace their tracks, so to speak. So if they see some harsh braking 

at Wednesday at 5:00 o’clock, they’ll say oh, you know, I might have been on the Don Valley harsh 

braking. But they’ll be able to take a look at that and they’ll actually be able to change their driving 

behaviours, and we believe that there are some consumers that will. They might not be on the Don 
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Valley; they may be somewhere else, and they’re thinking of following someone too closely. But 

they will be able to possibly influence their discount. So what they’ll also see on the dashboard, 

which you see up there, is what they could expect to see at their renewal with respect to a discount, 

and you’ll see here it’s 18 per cent. That means they’re trending to an 18 per cent discount at their 

next renewal.  

 So the tool will provide tailored information accessible anywhere, any time and for 

multiple devices. So we are actually really excited to be launching that in the very near future, as I 

mentioned.  

 So now I want to turn to measurement. Anne and I talked briefly about five factors the 

consumers look at when in choosing an insurance company: reputation, service, brand, price and 

product. But there’s really a lot more that drives the customer experience at Intact. So how are our 

companies doing in the eyes of our customers and our brokers? To be true to our customer driven 

focus we are constantly measuring and tracking how we are progressing. So we measure in two 

ways. First of all, externally, using peer benchmarking. We use J.D. Power. And we also have internal 

benchmarking that we do. The exceptional scores from J.D. Power are a testament that our 

investments are paying off. For Intact Insurance, the J.D. Power survey reports that the auto claim 

settlement process is a huge strength for us. Not only do our customers enjoy an average wait time, 

they also typically experience shorter appraisal times and settlement terms. In our direct-to-

consumer channel Grey Power ranked highest in overall customer satisfaction for home, as well as 



 

 27

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

auto, followed by belairdirect, which is also ranked high in overall customer satisfaction for home, 

as well as auto.  

 We’ve also invested significantly in our internal customer satisfaction measurement, and 

one of the ways that we measure after-claim customer satisfaction internally is through our net 

promoter score. The net promoter score is really the number of promoters, those who answer 9 and 

10, subtract the number of detractors, those who may put down that we have given an after service 

of 0 through 6. I might add we don’t get a lot of those, so that’s the good news. So after a claim our 

customers are invited to share their claims experience on a survey or on a questionnaire. We ask 

customers how satisfied they were, and whether they would recommend us to their family as well 

as their friends. From their feedback we actually calculate the net promoter score. We are pleased 

that we rate among the best in North America.  

 And so going forward, we are actually going electronic with our claims questionnaire. With 

the electronic survey the feedback will be a lot quicker. That loop will be faster and shortened. And 

that will also give us obviously the ability to get information quicker and act on that information. 

Because the net promoter score is one that we use in the claims area on a continuous 

improvement… we use it as a continuous improvement tool. And we are always looking for ways to 

improve our customer satisfaction and our customer experience. So with our move to electronic 

feedback in claims, we will also be able to leverage this electronic capability and focus on other 

customer interactions areas and points, such as renewals or perhaps even billing.  
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 Another internal measurement that we use and benchmarking of our progress as it relates 

is broker satisfaction. We conduct a survey about every two years, and our brokers, as you know, 

are an important constituency, and we really do want to understand their satisfaction. So here is a 

picture of our last eight years of results. What you’ll see is a smooth, positive progression over time, 

and nationally brokers rate Intact favourably in most all aspects of the business.  

 The assessment of overall performance indicated, we were nationally at an all-time high in 

several areas. And of particular note, brokers said they associate Intact Insurance brand with service 

excellence. We’re easy to deal with. We offer unique products to customers. And they would 

definitely recommend their colleagues to do business with Intact Insurance. And these comments 

are consistent with some of what you heard or might not have heard in the opening video. Trust 

me, it was there. 

 And lastly, another validation of our progress. The Insurance Brokers Association of 

Ontario conducts their own research with brokers so that they can assess the performance of 

companies on behalf of their brokers. The latest results that we received were just this year. And 

what makes the results so compelling is that they were in the midst of two acquisitions, namely the 

acquisition of Jevco as well as AXA. And for the second consecutive time, Ontario’s rated Intact 

Insurance number one overall. There were several areas in the survey where we were rated number 

one actually, but I’ll just touch on two. The first was product and service innovation, and the second 

was technology.  
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 In product and service innovation, brokers said that Intact brings innovative products and 

services to the market. They validate – and I think we can validate this for some of the cross sells 

that I mentioned earlier, and I just named a couple of the products that we have, and we have many 

more, but the success of our bundled auto and home across the country, as well as responsible 

driver guarantee in the Intact Insurance channel or crash proof in the belair channel.  

 We were also rated number one with respect to technology versus other broker channel 

markets. And brokers say our technology solutions better serve them on a day-to-day basis, because 

our solutions better integrate with their management systems and allows them to have slicker and 

more efficient workflows. And if you’ve worked with brokers as long as I have, I must say they really 

are focused on efficient workflows day after day. They are running business, and there are 

businessmen and women out there who take it very seriously. So the results, what brokers are 

saying in a nutshell is really it’s easier to deal with Intact with respect to our technology.  

 So this morning Anne and I touched on a number of investments that Intact has made that 

will assist us in staying ahead of the curve. We have our advantage in scale as it relates to claims, 

our in house legal and adjusters, sophisticated pricing, as well as segmentation, our innovative 

products, our people, and our multi-channel distribution that Mark touched on. We believe we are 

well positioned for the future. 

 So I’d like to close with a brief video of Intact accomplishments.  

(Video) 
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 Thank you, Debbie. As you can see, we’re ramping up our technology in IR as well as in the 

broker network.  

 And on the topic of technology, I’d like to introduce our next speaker Jack Ott who’s our 

Chief Information Technology Officer. Talk about the importance of the coming years of our 

technology foundation.  

 Jack. 

Jack Ott – Chief Information Technology Officer, Intact Financial Corporation 

 Thanks, Dennis, and good morning.  

 Nothing stress the CIO out more than having the video fail. And at the end of my 

presentation this morning we’ll have a brief video tour also of our data centre in Saint-Hyacinthe. So 

I will continue to be on high alert here hoping for the best on that one.  

 In the next few minutes what I’d like to do is give you an overview of our information 

technology capabilities at Intact, and in particular try to connect the dots a little bit in terms of how 

our IT capabilities support and enable our business strategies. So I’ll begin with a quick look at our IT 

team, and how we manage the fundamentals. I’ll give you some highlights of our current business 

systems and a look at some of our development plans for the future. And lastly I’d like to tell you 

three particular stories of innovation at Intact, and then we’ll conclude with the video. 
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 So let’s begin with a look at the IT team, starting with our leadership. Our VPs are highly 

respected members of the IT insurance community. On average they have 28 years of experience 

and 12 years with the company. Some of them, including myself, have come to us by acquisition, 

and this adds an interesting perspective to our leadership. Above all, our leaders are people who 

live the Intact values and are personally aligned to our vision at Intact.  

 Looking at our overall team, we have 850 full-time employees, and usually between 150 

and 200 contractors. That seems like a lot – that is a lot, but based on industry benchmarks as a 

percentage of the overall Intact employee population it’s actually a little bit lower than average. We 

operate out of four sites. Here in Toronto: 700 University; two sites in Montreal, and our data 

centre in Saint-Hyacinthe, Quebec.  

 As was mentioned earlier, engagement is an important element, an important goal for 

Intact, and we’re pleased to say that the engagement level of our IT staff has improved for three 

consecutive years, and we’re hoping for more on that front.  

 In order to succeed at the big things you have to get the basics right. In IT that means 

excelling at the fundamentals of operations, risk, budget, and projects. I won’t say too much about 

operations and risk at this time because some of it is covered in the video. But I did want to 

underline cyber risk, which is becoming a bigger factor. And certainly over the last two years we’ve 

been putting a lot more emphasis on this in terms of strengthening our governance and leadership, 

and also adding budget to ensure that we have the tools that are necessary to protect our business. 
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 Looking at budgets, based on industry benchmarks, typically our IT non-discretionary 

spend – in other words, the money that we spend to purely operate the business – is at the low end 

of the industry, which, as a large company, it should be. Effective management of non-discretionary 

allows larger companies to carve out a certain amount of advantage over the average companies in 

the industry. The mechanics work a bit like this: The more transactions you can process through 

fewer systems you ultimately can get a variable cost advantage on a per-transaction basis and run 

more efficiently. The more transactions takes care of itself through the growth of our business. The 

fewer systems is a challenge for the IT teams.  

 As Mark mentioned earlier, it’s important to note that as an acquisition company, we’ve 

actually shown a lot of discipline over the years in making sure that we don’t carry the baggage of 

each acquisition with us. So we have a relatively tight IT footprint, and that helps us with our 

operating expenses. Having said that, there’s lots more to do, and if we look at our future plans, 

decommissioning and simplification of the IT footprint is a key part of that. 

 Another area where scale can build a cost advantage is in contract negotiations. Simply 

put, big companies should pay less for stuff than small companies. But it’s not automatic. You have 

to work for this, and it’s important to build a strong competency in terms of contract negotiation 

and licensing and have teams to make sure that that advantage really comes our way. It’s 

interesting also that as an acquisition company, we have an interesting advantage in that area also 

because we... as you acquire companies, you have an opportunity to look at other companies’ 
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contracts. So you really get a chance to validate whether you are in fact making the right deal with 

IBM, with HP, et cetera, because you get that information. 

 Last point on project delivery. I guess in IT... generally IT is about promises for the future. 

We can build this and we can build that and it’s all very exciting, but when it gets right down to it, 

it’s not worth much if you can’t execute it, if you can’t do what you say you’re going to do. We’ve 

worked very hard over the last number of years to really hone our skills in this area. We have a 

strong culture of executive sponsorship. Our business leaders are tightly engaged. We’re using 

increasingly agile methodologies to do our development. And the results speak for themselves. Over 

the last years we’ve been doing 60 to 70 major projects per year with a 90-per-cent on-time, on-

budget result. So we are well positioned in terms of our ability to go after some ambitious projects 

for the future.  

 Now I want to shine the light on a few of our systems, and they’ve all been mentioned 

previously by Anne and Debbie. We have tonnes of systems, so we picked three that I want to give 

you a little bit of colour on.  

 The first one is our broker portal. And as Debbie was mentioning just a moment ago, the 

broker portals are technology that we’re putting into the broker’s office to facilitate the processing 

of Intact business. It’s all about ease of doing business, improving broker relations, and ultimately 

when it’s easy to do business, somehow the business tends to go in that direction. So it’s very 

important to us.  
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 As Debbie mentioned, we’re getting excellent scores from brokers. We have more than 

30,000 registered users on our portal technology, and it processes more than a million transactions 

a year. And when you think that an insurance transaction can easily take 15-minutes plus, moving a 

million transactions out of our regional offices and allowing the brokers to do that at a point of sale 

is an important benefit to us from a cost point of view, but even more importantly, from a customer 

point of view, because it’s really putting the transaction closer to the customer and the person 

who’s benefiting from it.  

 Next bottom left, belairdirect and Grey Power websites. This has been very exciting from a 

marketing point of view, as Anne has mentioned, but also from the technology side of this.  

 It’s coming up I think very close to 10 years now that we’ve been significantly investing in 

the belair side. From the very beginning it was our objective, it was our vision to make belair the 

web insurer. And I believe we’ve succeeded at that, but it’s been a constant battle to defend that 

position. We provide a leading, highly competitive web sales experience. There have been so 

many... over those years, there have been so many firsts or near firsts. We were the first with 

competitive quotes, with multiple offers, the first to offer customers the opportunity to self-serve 

and do transactions on the web by themselves. Availability of documents, availability of online chat, 

et cetera, et cetera. It’s been a constant area of innovation and change. In fact, presently, the belair 

team is doing over 300 market-driven changes to the site per year to keep it fresh and to continue 
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to compete in that area. So we believe that we’ve fulfilled our vision to make belair the web insurer 

in Canada, but as I said, it continues to be something that needs to be defended. 

 Last, on the bottom right is our rating and rules engine. You’ll find out a little bit later that 

one of the most complicated parts of insurance is figuring out the price. And as most insurance 

companies, we were in a situation where we had our rating logic and underwriting logic in a lot of 

different systems, which was very error-prone. Some years ago we decided to invest in an industrial-

strength rules engine and move all of that logic into one place. The business impact is that can 

change our rates and products in one place, test it once, and know it goes out correctly. So it’s 

added to our business agility.  

 So those were three systems that are presently in place. So let’s look at the future. Right 

now we’re talking about our three-pillar technology. This is a very ambitious multi-year plan to 

strengthen our core systems in our three main operating areas, which is claims, personal lines and 

commercial lines.  

 In claims the plan is that we’re going to consolidate all of our systems and all of our 

capabilities onto the Guidewire ClaimCenter platform. Guidewire is an American software company. 

They have established themselves as an absolute leader in this technology. Interestingly enough, 

both AXA and Jevco were using the ClaimCenter system prior to the acquisition. And I guess now 

we’ve seen the light, and it is our future in claims. So this is the first pillar of the three. 
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 On personal lines, our intention is to replace our core legacy systems with a modern and 

agile platform based on technology that had been developed by AXA, and using components that 

had been developed previously by Intact.  

 And finally on the commercial line side, our intention is to build on our in-house developed 

commercial line system, and continue to elaborate that into a much more effective and much more 

pervasive broker- and customer-facing platform.  

 So the strategic impact: all three of the pillars touch on customer. Improved service and 

ultimately giving us the ability to get closer to the customer through web, through different 

channels, ultimately through different medium. 

 Engagement is an important factor as well. We’re trying to get the highest possible level of 

engagement of our staff, and when we give them good and efficient systems to work with, we know 

that that’s going to make a difference.  

 Agility in the marketplace is critical, and I think you’ve seen that throughout the 

presentations that this is a fast-pace environment we’re in. We need to make changes rapidly, 

respond rapidly, and lead rapidly. And these pillar systems will enable us to do that.  

 And last but not least, all three of these pillars speak to cost and risk reduction in the 

future. Cost reduction certainly in our regions and in our operating divisions, but also cost reduction 

from the IT point of view in terms of what we need to support.  
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 So it’s interesting to me too, as you look at the three pillars that they serve three different 

approaches there. We have peer-purchased software in the case of claims. We have acquired 

software in the case of personal line, and completely homegrown in the case of commercial lines.  

 The last point I want to make on this and it’s an important one: While these are long-term 

objectives and long-term programs that will run for a number of years, it’s critical to understand 

that they are delivering value today. This is something that we have learned as we’ve sort of 

improved our project delivery and capabilities over the years is that you must deliver value early. So 

for example, the Guidewire claims system has already been in production for commercial lines 

claims across Canada since the middle of this year. The commercial lines is delivering important 

value this quarter, and all three of the pillars will be delivering important value packages in 2014. 

 Now as I said, I’ll just talk to you quickly about three innovations in IT, three things that 

we’re kind of proud of, I guess. The first is the Intact Buy Online. Now you saw earlier the business 

side of this. Okay, so again, the idea was that the business came to us with the idea that they 

wanted to put a system in place that would offer Intact Insurance customers the best of both 

worlds: a web-purchasing experience on the one hand, but the advice of a broker on the other. And 

you saw the screen earlier, and you can see it up here. So it’s branded Intact at the top. The broker 

has the real estate on the left side, and then the actual quote is taking place in the bottom right. So 

it’s a hybrid model for distribution. After the customer does the quote, likes the product, accepts 

the offer, we go into the piece at the bottom, which only the broker sees. We call this the Web 
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Zone, and this allows the broker to see what business is coming his way, and to process it on his 

system. Then the broker ultimately contacts the customer, closes the deal, tries for the cross-sell, 

and we’re done.  

 Interesting thing though from an IT point of view is that this was built from completely off-

the-shelf parts. If you remember the earlier slide I showed you of our existing systems, that website 

was built on the belair technology. And the bottom, the Web Zone, was built on the broker portal 

technology. And all of the rating and rules in behind it are delivered by the tighter (ph) rating 

system. We see that this is a very interesting validation also of this loosely coupled and more 

modern architecture of systems that allows us to take pieces off the shelf and to deploy them in 

different ways.  

 Enterprise content management. You expect a big organization like Intact to be moving 

towards paperless. You expect us to have a robust national system for managing 500 different types 

of documents, 8,600 users, 15,000 documents – that’s documents, not pages – per day, half a billion 

documents with less than two seconds search time. This is the basic system that we’ve put in place 

to move towards that paperless environment. It’s also allowed us to decommission four other 

imaging and document management systems. So again, getting back to the simplification I talked 

about earlier.  

 What was interesting and what makes this, I think, an interesting innovation was we put 

the base system in place, built on IBM technology, and then we had the idea to create what we 
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called a virtual mailroom. The idea of the virtual mailroom is that we have all kinds of emails, faxes, 

et cetera coming to us electronically. What the virtual mailroom does, it tries to unpack that, it 

searches for claims numbers and policy numbers, and then automatically puts the document into 

the appropriate place in the content manager and connects it onto the correct system. So the virtual 

mailroom kind of really improved that pass through for external documents.  

 Most recently – I think this is the innovation part – it occurred to us that the virtual 

mailroom is working so good for external documents, maybe we can use it internally as well. And so 

what we’ve done is developed a mobile app – and you can see a little bit of the screens there – 

where adjusters in the field can take pictures of a claim scene on their mobile device. Then they 

enter a few pieces of data per those screens there. Next time they’re in a secure Wi-Fi area what the 

system will do is bundle up their documents, their pictures, et cetera, email them to the virtual 

mailroom, which now processes internal stuff, connect it to the right claims file, send them back a 

receipt, tell him what he’s done, he can check, make sure it was done correctly, and then moving 

on. So a nice streamlining of what was previously a difficult process.  

 The last one I want to mention, and I think in some ways to me the most compelling 

innovation, virtual customer care centre. This innovation goes to the core of Intact’s strategy of 

being customer driven and our value of being customer driven. It goes to the very simple 

proposition that if you call us about a claim that number one, somebody’s going to pick up that 

phone, and number two, that person knows what they’re talking about. And so what we’ve done 
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here with the customer care centre is a national voice-over-IP telephony platform that connects 35 

sites, 12,000 phones with a 99.9-per-cent availability. And basically it allows us to… well it allows us 

to do a lot of things. First of all, optimization of the claims workforce, so it has a lot of implications 

as far as expense is concerned. But above all, it allows us to answer the phone, and to answer the 

phone in the most difficult times.  

 If you look at, for example, the Calgary floods, and the time immediately after that crisis 

was underway we received 17,000 calls. We were able to distribute those to seven different sites. 

And here’s the magic: Our abandon rate, calls dropped, actually went down from its usual level to 1 

per cent. Similar to the Toronto storms, 25,000 calls distributed over eight sites, and an abandon 

rate of 2.5 per cent. So here’s a technology innovation that goes to the core of what Intact is all 

about, which is getting our customers back on track.  

 Lastly, I’d just like to make a couple of comments as far as acquisition and integration is 

concerned. Acquisition and integration is one of the key ways that IT can support the growth 

strategy of Intact. Let me say upfront that acquisition is a company-wide competency, but the IT 

team plays an important part. We have seasoned project leaders. We have battle-hardened 

veterans who have been through acquisitions on both sides of the deal. We have a methodology 

and project plans that are on the shelf, tested, and ready to go. We are experienced in deal prospect 

evaluation. Not every deal happens, so we have methodologies for evaluating potential synergies 

and understanding the technology of potential prospects. We have scalable systems that can rapidly 
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absorb the policies and claims of an acquired company. And above all, we have an acquisition 

culture. And again, I would say this goes across Intact. But we know how to welcome new people to 

the organization. We know how to accept new talent coming into our ranks, and it’s a very rich part 

of our organization. 

 So that concludes a little overview of our technology capability and what we’re all about, a 

little view of our future. And now with my heart in my mouth... 

(Video) 

Dennis Westfall 

 Thanks, Jack.  

 So that concludes the first section of the morning. We’ll take about a 10-minute break and 

reconvene at 10:00 o’clock. There should be plenty of coffee in the back, and the facilities are out 

the door to the right. Thanks. 

(Break) 

 So we’ll continue with the second half of the morning, and I figure Ontario auto’s one good 

way to get you back in your seats. It’s a topic you’ve probably heard about a little bit in the past 

year.  

 So with us today are Tracy Laughlin and Sharon Bridge. Tracey is responsible for our 

personal lines businesses in both Ontario and Atlantic regions, and Sharon is Deputy SVP of Claims 

with responsibility for Ontario. Tracy? 



 

 42

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

Tracy Laughlin – Vice President, Personal Lines, Ontario & Atlantic, Intact Financial Corporation 

 Thanks, Dennis.  

 I have to say that I’m feeling a little bit inadequate. This is my first time presenting at 

Investors Day, and I don’t have any fancy video clip or anything like that to entertain you. But I’m 

told that Ontario auto is a hot topic for all of you, so one that I’m happy to be here with Sharon. 

Certainly Ontario auto is a hot topic in the media and in the marketplace as well. So we wanted to 

spend a little bit of time this morning going into more depth around this product line.  

 As you are likely aware, Ontario auto is the largest auto market in the country, both in 

terms of direct written premiums and in terms of vehicles on the road. Ontario auto represents a 

quarter of the Intact volume across the country, and we have a market share of 16.5 per cent, 

excluding the facility association volume. The Ontario auto product is one of the most generous 

products in North America. And while there is regulation in other provinces in the country, Ontario 

auto is the most regulated P&C market in Canada. 

 From a pricing perspective, we work from a prior approval system, which means our rates 

need to be filed with the Financial Services Commission of Ontario, and cannot be used until 

approved. Despite the generous nature of the coverage and the amount of regulation that we see in 

the marketplace, IFC has a strong track record of performance, as evidenced by the chart on the 

right-hand side of your screen. And we see this as an excellent market for continued growth and 

profitability.  
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 So as I said, if you look at the right-hand side of the screen, it shows the out-performance 

in percentage points compared to industry for Ontario auto in the province of Ontario.  

 Understanding the product as prescribed, product differentiation is not a great source of 

opportunity. However, we are able to use our scale to provide differentiation in a number of areas. 

When we reference scale, it encompasses both our people scale and our data scale. Scale in these 

areas allows for strength in pricing and segmentation, as well as for strong claims expertise and 

customer service. These items, combined with credibility in the marketplace and with the discipline 

to act, we believe contribute greatly to the out-performance we’ve been able to achieve.  

 Today we want to spend a bit of time talking about how the scale in terms of people and 

data helps us with our pricing, but as well as with our claims initiative. We will also talk about the 

current market environment, and why we’re optimistic that it is possible to manage through the 

current environment in a margin-neutral way, despite the government’s calls for rate reductions. 

 If we look directly at our people scale supporting Ontario, we have six offices spread across 

the province managing approximately $2.2 billion in personal lines direct written premium 

combined between the IFC entities. Just to put this in perspective: only a handful of insurers have a 

total P&C volume in Canada that exceeds our volume in Ontario, meaning our Ontario personal lines 

operation manages more premium in the province than most insurers do in the entire country.  
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 Because our staff are close to the field, it allows us to better underwrite the risks we write, 

and to build better relationships with our brokers while providing better support to our customers 

through the claims process.  

 We use internal adjusters on 97 per cent of our claims, and have 125 legal claims staff 

supporting Ontario on site in most locations to provide additional support in the claims process, and 

to ensure a strong level of expertise on the intricacies of the product.  

 Using in house legal claims expertise – while it might not sound great to have extra lawyers 

around – actually does strengthen our expense management in this area and allows for better 

indemnity control. We have 43 actuaries in Toronto, and while these actuaries will work on other 

projects, many of them directly support the Ontario auto product line. This is a considerable amount 

of expertise dedicated to Ontario auto. 

 Finally, we have an R&D team that is constantly working on new and improved ways to 

manage segmentation and pricing, as well as looking at new tools to assist with our claims 

initiatives. This is a considerable competitive advantage.  

 If we look a little more closely at the regulation that exists in Ontario, one of the 

challenges that we face is the way in which FSCO regulates the business, and the variables in which 

we’re allowed to price with. One of the specific areas of regulation is around the location in which 

the vehicle is garaged or what is known as the territory. Currently FSCO has a number of criteria 

around territory and how it can be used in the pricing process, including a limitation of 55 territories 
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in Ontario, 10 territories in the Toronto location or in the General Toronto Area. Territories must be 

contiguous or each geographic location within a territory must link, and there must be a minimum 

of 2,500 customers to make up a territory. Unfortunately, this can lead to diminished capacity for 

segmentation in certain areas, and subsidization across geographic locations.  

 So as Debbie mentioned earlier, we were going to give you and are now going to give you 

a sneak peak at our pricing model, and the pricing model that’s specifically used in Ontario that we 

feel gives us a distinct competitive advantage. It is certainly true that the Ontario marketplace is 

heavily regulated, and while limitations around postal code, as I’ve just talked about, or other forms 

of regulation can post challenges, with scale we can still find ways to differentiate ourselves.  

 In addition to using our people scale as a differentiator, one of the additional tools we 

have to create outperformance is within our pricing model. On the left of the screen is the 

traditional way automobile insurance is priced, using the allowed variables such as territory, claims 

history, et cetera. Most insurers will try to model the potentials for future claims by using broad 

groupings of some of these variables, and typically this modelling is done using linear relationships.  

Having said that, these relationships are not totally linear, and pricing models using linear 

relationships ultimately lead to mis-estimation that can’t always be explained. This outlying or 

undefined or unexplained information is generally referred to by statisticians as noise. In a 

traditional pricing model the noise is generally discarded because it is not clear how or where to use 

this information. 
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 On the right-hand side of your screen is how we at Intact have advanced our pricing and 

segmentation strategy by not only removing the broad groupings and using specific information 

around age and kilometres driven, but by actually using the noise as an additional predictive tool. 

Because we’re an insurance company, I have to put a disclaimer in here, and I don’t want a call from 

FSCO, so it’s important for me to say that we use all of the regulated and allowed rating variables as 

approved by FSCO. But by patterning the noise and attaching a value to the noise, we essentially 

create another rating variable in which we are able to price our product with.  

 In a traditional linear model, we can model the likelihood of a claim and therefore the 

range of price we should charge based on that individual variable, as illustrated on the top of your 

screen. However, using the concept of pattern recognition as it relates to the noise, we are able to 

model the patterns of the noise and the correlation between the rating variables, essentially 

shrinking the pricing range. Based on the loss ratio performance of these patterns, we create a 

series of unique pricing buckets, which are then used to make further price adjustments, allowing 

for more precision in how we generate the premiums that we charge.  

 So just like in traditional models, we also have noise in our modelling. However, we’ve 

created a proprietary algorithm or an algorithm within an algorithm that works like neural networks 

to recognize patterns in the noise. This is very similar to the concept that we illustrated last year in 

terms of our fraud detection process, and how data correlations can illustrate a large number of 
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previously undetected patterns. And it is through this process that we create the trillion pricing 

points that we have available to us.  

 To illustrate the relative loss-ratio difference and therefore the value between the pricing 

buckets we’ve previously described, we’ve created the graph that you see on the screen. What you 

can see is the buckets on the left have a much stronger level of performance relative to those on the 

right. Therefore in the pricing algorithm, the customers on the left will see a downward pricing 

adjustment, which will allow us to become more competitive on the segments of business that are 

most profitable for us. And the ones on the right will see an upward adjustment, ensuring the 

appropriate level of rate adequacy to respond to the loss-cost trends in this segment.  

 In essence, adding the tiered pricing strategy to our current structure allows better rate 

adequacy across all segments with limited rate subsidization and while ensuring we are competitive 

and ready to grow in those markets where we are most profitable. These are complex correlations 

that could not be detected using traditional models, reinforcing the advantage that comes from the 

amount of data that we use for modelling purposes, and the granularity in which we apply it. This is 

an advantage that requires scale and therefore is not easily replicated. 

 Aside from pricing and segmentation, we feel our scale and people in claims is also a 

critical contributor to our outperformance. We spoke to you in detail last year on investors day 

regarding the many claims initiatives that have been implemented, therefore I will only remind you 

of a few examples why claims at Intact is unique.  
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 As mentioned in our previous slide, our claims staff work in the communities where our 

customers live. This affords us a greater level of interaction with our customers, and the ability to 

provide better oversights for the work being conducted by our vendors. However, as Jack 

mentioned, with technology, we’re able to leverage our telephone system from coast to coast, 

which enables overflow call routing and quicker response times and better customer assistance in 

Canada.  

 We use internal adjustors and legal claim staff on the vast majority of our files, which 

provides a strong level of expertise in the local markets, and allows better resource and expense 

management, as outsourcing this work is more costly and limits our ability to control the process.  

 Our scale also allows us to better leverage our supply chain and the value in service that’s 

offered through our rely network.  

 Finally, our fraud detection initiatives have provided value, not only in terms of detecting 

fraud, but also in helping to reduce fraudulent activities within the claims process. Overall, across 

the country we believe there are about three points of industry outperformance from our claims 

initiatives.  

 Going back to look specifically at Ontario auto outperformance, this graph shows how 

scale, discipline and the claims factors I’ve just referenced, work together to allow us to charge the 

right price for the customer, and in doing so to maintain our margins and to deliver profitable 

growth. Our scale and internal tools allowed us in 2007 to see the trends in cost inflation, which 
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resulted in us taking rate action in late 2007, a number of months earlier than the rest of the 

industry. This early activity on rate, coupled with additional actions on underwriting and risk 

selection, provided stable performance in 2009 and 2010, and also allowed us to avoid the spike in 

loss ratios that was observed by the industry in mid-2009. 

 Loss ratio trends started to decline in 2010 as a result of product reform. However, despite 

reform that provided many initiatives to stabilize prices in Ontario, which in theory should have 

benefited insurers to an equal degree, we were able to continue and maintain our outperformance. 

We believe this was a result of again, our proactive approach on rates, improved pricing strategies 

and better use of the risk sharing pool, coupled with implementation of our fraud prevention 

measures. It is also important to understand that despite implementing these controls, our overall 

retention, as Debbie had mentioned, remained strong, and we were able to continue to grow our 

business.  

 Going forward, we have a number of levers we are reviewing to ensure we protect our 

margins while government continues to work on the implementation of their cost containment 

measures.  

 With reference to government’s initiatives, on August 23rd the government issued a policy 

statement articulating their proposed direction for Ontario auto. There was a good amount of detail 

in the policy statement reinforcing what appears to be government’s commitment to match rate 

reductions with cost containment measures. Sharon will go into detail in a few minutes on the 
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claims cost containment side of the equation, however on the rate side, the government is asking 

the industry to reduce rates by 15 per cent over a two-year period. They also indicated that the rate 

filings were to include measures that would reward safe drivers in the province.  

 The review and implementation of the cost containment measures will take time. 

However, we are confident that in the short term we can respond to the requests for rate 

reductions for safe drivers through the introduction of our UBI or telematics offer since usage-based 

insurance focuses on rate reductions for customers who exhibit superior driving behaviour, and are 

therefore less likely to be involved in future claims.  

 Telematics was first introduced in Canada in 2005 with a few additional offers being 

piloted in subsequent years. However, none of the programs at the time gained any traction in the 

marketplace. There were a variety of reasons that contributed to the lack of support. However, this 

mainly revolved around the device being cost prohibitive and privacy concerns from consumers 

around sharing this level of information with their insurer. The issues around the costs of the device 

have been resolved. However, there is still sensitivity in the marketplace around privacy. Telematics 

was also introduced in the U.S. a number of years ago, but really started to take traction in 2011.  

 If we look at this marketplace to give us a sense of how telematics will roll out in Canada, 

today eight out of the top 10 insurers now have a telematics offer in the marketplace, and using 

statistics from the U.S., it would suggest that drivers with the worst driving behaviours generated 

loss ratios on average 2 to 2.5 times higher than those with the best driving behaviours.  



 

 51

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

 It’s clear that telematics can generate benefit to the bottom line if the data received is well 

understood and there is a correct balance between premium reductions and the corresponding 

drop in claims frequency. 

 As Debbie mentioned earlier, we will be using three data points to start our model, but the 

data we are collecting is not limited to these variables. After installation of our device we receive 

per-second tracking of customers’ driving behaviour. And during the initial assessment period these 

three variables are tracked and then correlated against the number of kilometres driven, which 

allows us to determine how safe the customer drives the vehicle, and to generate the corresponding 

discount.  

 While our current pricing model already provides a greater level of precision in ensuring 

we are charging the appropriate price for every individual customer, because telematics offers more 

detail in terms of specific driving behaviour, we feel it will be a strong complement to our existing 

pricing model. That said, the true benefit of telematics comes from the amount of data we are able 

to collect, having the resources and expertise to analyze the data, and identifying how new data can 

correlate with our existing data points to further advance our pricing strategy. Scale and a strong 

take-up rate will be important factors in allowing us to collect and analyze the data. Therefore it will 

be a number of months before we can start to comment on the value of the telematics at Intact. 

The analysis of this data, however, will be a key priority for our R&D team in 2014.  
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 Understanding that telematics is one of the ways that we will respond to the government’s 

policy statement, I will now turn it over to Sharon to talk about the claims cost containment 

measures that government could implement, as well as some of the new cost control initiatives that 

Intact is currently reviewing.  

Sharon Bridge – Deputy Senior Vice President, Claims, Intact Financial Corporation  

 Thanks, Tracy. Good morning, everyone. 

 As we share with you at most of our earnings calls, we firmly believe that any proposed 

reduction in premiums should be commensurate to the initiatives aimed at containing and reducing 

costs of the protection offered. The government has successfully identified many of the key drivers 

of costs. It’s still difficult for us to make any definitive assessment of the potential savings of these 

initiatives because many of them are still in the developmental stage with such insufficient 

information on the specifics or the timing of their adoption.  

 You’ll see on the slide in front of you many of the initiatives that are being contemplated. I 

do not intend to go over each of these recommendations, but I will speak to a few of them.  

 We are pleased that the government reiterated their intent of the regulations by 

reaffirming that the minor injury guidelines are indeed binding. This brings much more clarity to the 

intent of the regulations. Potential changes, as recommended by the industry, to strengthen the 

definition of pre-existing conditions and psychosocial symptoms, if supported by the government, 
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could be implemented in the near term, and have potential of reducing rates by 1 or 2 percentage 

points.  

 Implementation of the anti-fraud task force recommendations regarding the licensing and 

regulation of healthcare assessment providers is expected to come sometime in 2014.  

 We expect that the provincial oversight of the towing industry and the adoption of 

changes of the dispute resolution system may take longer to implement because we believe that 

consultation will still be carried out.  

 Altogether, these initiatives on the slide have the potential to reduce rates by the mid- to 

upper-single digit over time, bringing partway to the 15-per-cent proposed rate reduction. 

 While we’ve been working with the industry and the government in identifying potential 

cost reductions, we actively adapt our claims strategies to bring additional cost benefits to Intact. 

We have set up over the last few years our own network of health service providers, which is known 

as our Health Rely network. This initiative has been most beneficial in the treatment of minor 

injuries. It provided improved customer service, faster recovery rates, less treatments and disputes, 

and helped us combat fraud. We plan to expand our network into more cities and regions, and 

we’re also exploring opportunities to work with other healthcare providers in the early recognition 

and case management of more complex injuries.  

 As you heard at last year’s investor day, one of the key components of our claims 

advantage is the sophisticated approach we take to fraud detection. Moving forward, we intend to 
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further leverage our fraud detection software by utilizing new variables such as data elements from 

HCAI, the Health Claims for Automobile Insurance database. We will utilize the knowledge we’ve 

developed over the last year since implementing the tool to refine our scoring.  

 Another key component of cost control is the management of claims legal expense. 

Internalizing our legal work allows us to achieve better results and shorter cycle times, and bringing 

the files internally reduces our costs by 30 per cent. For a number of years we’ve invested 

significantly in expanding this team, and today we have 128 lawyers and 240 legal team members in 

12 cities across Canada. About half of that team, as you heard, 63 lawyers and 125 support us here 

in Ontario, and they work together with our adjustors to insure the right settlement and manage 

our legal expenses. The beneficial impact is such that we do plan to expand this team. 

 As we suggested at our last earning calls, we can expect the FSCO mediation backlog to be 

cleared by yearend. You’ll see from the graph on the left that the industry is making good progress, 

and we’re confident that they’ll achieve this goal.  

 FSCO also reports that the industry has seen an increase in the number of failed 

mediations and the number of mediations that apply for arbitration. The net impact is an increase 

of 60 per cent in arbitrations for the industry, as illustrated on the graph on the right.  

 Early on we took a pro-active approach to managing mediation and arbitration process. 

And before denying any benefit, a second set of eyes reviews the file to ensure that the proposed 

decision is the right one. We’ve also taken a proactive approach to managing those files that do 
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enter the mediation process or dispute resolution. And in 2012 we took a number of steps to clear 

our own backlog. Our mediation settlement rates and the proportion that files for arbitration have 

remained constant, and as such, our arbitration rates have increased 3 per cent. We also measure 

the results of the mediation and arbitration process to ensure that we have the right settlement 

outcome. 

 It’s important to note that most cases in mediation are not ground-breaking. They mostly 

have to do with clarification of benefit entitlement or the dollar amount of these benefits. Part of 

our proactive approach is to help our customer collect the required paperwork to substantiate their 

claims so that we can provide them with the benefits they deserve. A benefit of clearing the 

historical mediation backlog is that it allows us to have cases related to the more recent reforms 

heard. To our knowledge, there has not been any material post-reform arbitration decisions. It will 

take some time for the reforms to be tested since current arbitration cases are being scheduled out 

six to nine months.  

 As with product reforms, there’s always uncertainty as the reforms do need to be tested, 

and for that reason we remain conservative in our approach. 

 It’s our goal to resolve disputes with our customers wherever possible, and we often 

resolve these disputes through effective working relationships. In fact, less than 2 per cent of our 

claims proceed to the pre-arbitration hearing level, and even fewer to an arbitration decision. Our 

pro-active approach means that we typically have less than our share of the industry arbitrations. 
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Our current share of files in arbitration amounts to about 8 per cent compared to a market share for 

personal auto of 16.6 per cent. But adverse decisions have the potential to impact future claim 

settlements, and with this in mind we remain prudent in our view of the reforms until they’re fully 

tested. 

 So again, it’s still too early to assess the impact of the reforms on bodily injury claims, as it 

takes four to five years for a claim to settle. We anticipated an increase in bodily injury claims since 

limits on accident benefits were reduced with the last reform. Injured parties have up to 24 months 

to issue legal action against our policyholder, and an additional six months to serve that action. Pre-

reform bodily injury claims were reported closer to the 18 month mark, post-accident. Now they are 

reported between 24 to 30 months post-accident. We’re starting to see post-reform data, and in 

these early days the increase in bodily injury claims is developing below our post-reform 

assumptions. And as time passes we gain confidence in our observation. On the frequency side, we 

believe it will take three to five years post-reform to have a good view on this point. And it will take 

a couple of years’ addition for the severity to unfold.  

 So in closing, I’d like to reiterate that our people and our scale are our main drivers to our 

out-performance. We have demonstrated our ability to perform and outperform in Ontario, and are 

confident that we can continue to do so.  

 I’ll pass it over to Dennis. Thank you. 
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Dennis Westfall  

 Thanks, Sharon. 

 So we’ll stay with the personal lines team. We’ll now turn our attention to personal 

property. Jean-François Blais will discuss the issues facing this line of business, and the plan we have 

in place to ensure sustainable profitability. Jean-François has been President of Intact Insurance for 

a little over two years. Before that he successfully led AXA’s Canadian business as President and CEO 

for seven years.  

 Jean-François.  

Jean-François Blais – President, Intact Insurance 

 Thank you, Dennis. Good morning, everyone.  

 I think personal property is a great example of the discipline Mark referred to in his 

introduction. We intend to play the role of the industry leader in that line of business.  

 So as you can see on the slide, personal property is $1.6 billion of premium for us, is 23 per 

cent of our total premium volume, and that represents 17.8 per cent market share.  

 This is the overview. I have the benefit of having a wonderful video. So I have a warning: 

some scenes may be offensive in that video because it talks about the Calgary flood in June of this 

year. 

(Video) 
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 Great. So this is why we are so proud to be in that business. It’s about helping people 

when they have their greatest needs.  

 As you can see, when we have a catastrophe like this, and this hopefully will be not 

recurring too many times in the future because this is the largest insurance catastrophe in the P&C 

industry.  

 The first step is the rapid response, as you have seen. And the rapid response was made 

possible because we obviously have the scale and we have strong operations. And yet this is needed 

to support customers, as you know, and to control costs. Very important in a situation like this to 

have the boots on the ground, to visit all the homes that have been affected, and the number one 

reason for that is to establish the coverage position.  

 As soon as you can establish the coverage position you can execute. And in the case of the 

Alberta floods, 22 per cent of the claims we received were considered flood, and by that definition 

had to be referred to the government for support and not covered by the traditional insurance 

policy. And obviously if it was a sewer backup claim, if you had bought the sewer backup protection, 

then we would kick in and provide obviously the service. 

 So… and a few numbers, as you can see, more than 5,000 claims, more than $200… well 

$250 million of gross cost, 600 people mobilized very quickly, 12 hours to set up the new response 

centre. And as you can see, the goal there was to go quickly, so 95 per cent of the assessments were 
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done within three weeks. We are very proud of that, and we thank the claims team for all those 

efforts.  

 So the question is, is this a one-time event or is this the new reality we have to face? So 

when we look at the industry numbers and we look at all the CATS, you see on the graph that 

obviously 2013 is the worst year for catastrophes, but the trend in the past five years have been 

close to or more than $1 billion of losses due to catastrophes. You compare that to the past and you 

see that the trend is accelerating.  

 What does that mean for Intact Insurance? Well, for Intact you can see that the CATS have 

increased over the past five years, and when you look at 2013 the catastrophes now have 

represented 20 per cent of our claims so far this year compared to obviously much lower numbers.  

 We have said earlier and we have said in the past that we’ve been focusing on improving 

our combined ratio, excluding catastrophes. These are the red bars that you see on the graph. And 

you can see the 15-point improvement we’ve made from 2008 to 2012 while 2013 is an odd year. 

It’s a difficult year, to say the least, for personal property.  

 So the goal for us now is how do we manage these kinds of situations as we go forward? If 

we look a bit more into details, where are the losses really coming from? You can see on this chart 

that the water damage claims and the wind and hail claims now represent more than 50 per cent of 

the losses we have to pay. So a lot of the claims now are weather-related compared to fire and theft 
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or liability that are less obviously not impacted or less impacted by weather. We have put in there 

also the average claim for each category, so you’ve got an idea of what we’re talking about.  

 So our plan is to deal with that situation. And the plan we have is a 10-point improvement 

plan in this personal property. So we have four categories, which we think will help us achieve that 

plan. The first one is rates, the second one is product changes, the third one is claims, and the 

fourth one is customer education and incentives. We expect about two-thirds of the impact to come 

from rates and one-third to come from product changes, claims and consumer education and 

incentives.  

 So if we start with our rate strategy to address it, starting in November this year, 2013, we 

have implemented new rating or premium increases across the different provinces. The increases 

you see on the first line are for homeowners. And homeowners are more affected by the weather 

than tenants in condos. So we’re talking here about homeowners’ premiums. And in most provinces 

well, you’ve got rate increases from 15 to a little over 20 per cent. We obviously need to cover with 

that the additional level of catastrophes, and also the core combined ratio that is being affected by 

the environment.  

 On the product changes, a few lists. Deductibles are going up, especially in Alberta, 

Ontario and Atlantic, less so in Quebec and B.C. They are keeping the deductibles. So the paid 

deductible is going up, but also the cap – not the cap, but the weather-related deductible of either 
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2,000 or 2,500, depending on the province, either on water or in Alberta in the case of wind and 

hail. So that’s one area. 

 The other area of product change is what we call the sub limit. Everybody can buy under 

homeowner policy an endorsement, which is the sewer backup, so basically water coming from 

underground. And this used to be covered with no limitation or the limitation of the whole policy, 

which is the building and contents. As we go forward, we believe that basement… insuring your 

basement will have to be tailored to your specific needs. And if you want to buy the full coverage 

it’s going to become obviously more expensive, and no one... not everyone needs the same 

coverage for their basement, depending on where it is and what’s in it.  

 In that case, what we’ve… this is a customer decision. From a company perspective. We 

have refined the tiers in every province, and we have created zones where we believe the exposure 

is different because we’ve seen… if you live near the Bow River in Calgary, probably you have a 

higher chance of getting a sewer backup than if you live in a rural area. So we’ve divided every 

province with tiers, using obviously the flood maps of government, using our data, using geo-

mapping, and we came up with obviously a price according to every tier, and a price according to 

the coverage limit you buy.  

 So there are some zones where we will restrict coverage because we believe they are 

more prone to sewer backup. In other zones everything is available, but it’s going to be a price 

decision.  
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 I mean, we’ve done a lot of revision to those tiers in the past three months, but it is a 

priority for our R&D team to continue the research on this as we go forward.  

 Other product changes include and that have been done this year, mostly in B.C., one of 

the CATS we’ve not experienced, and we hope we will not live it, is an earthquake. And going to 

touch wood, I guess. The earthquake situation is obviously a different scenario. It’s a case where 

frequency is very, very rare, but if it does happen it can be very costly. So we have to protect 

ourselves with higher deductibles. So we’ve increased deductibles, so if there is a smaller 

earthquake basically all the small damages will not be covered, and if there is a major one we are 

reducing the exposure with the increase in deductibles.  

 In Alberta we’re going to rollout in 2014 a new coverage restriction on roofs. Instead of 

paying a roof now with full replacement costs, we will pay roof based on an actual cash value basis, 

meaning that for the first five years you will have, if you have hail on your roof, we will replace your 

roof with a new one, but if your roof is getting older we will obviously settle the claim on a cash-

value basis, which obviously will reduce the amount we have to pay. And obviously create an 

incentive for everyone not to wait for a hail to replace your roof.  

 In Quebec we have introduced a two-year policy in property, and we are removing that 

two-year policy to convert it to a one-year policy. The difficulty with the two-year policy, it’s the 

same risk, but it’s more difficult to send a rate increase after two years that is twice the amount of 
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rate increase annually. And those policies, we’ll be able to price it obviously quicker by moving them 

to a one-year term.  

 On the claims front – moving to the third element – as you see in catastrophes you receive 

many, many claims after 15 or 30 minutes rain you get thousands of claims. So controlling 

thousands of claims and staffing for this is difficult. So we have to improve our emergency controls, 

and we are going to do this as we go forward to better control the indemnity we want to pay.  

 We’ve talked about the internal adjustors we use again in those situations. We’ve built a 

CATS team. We’ve increased that CATS team, so the more we use our internal people the better. 

And technology, as Jack has presented, we are implementing a new system for claims, and that new 

system will help to control and prioritize tasks as we face those situations in the future.  

 On the customer front, I think it’s important we raise awareness about climate change and 

all the impacts this is having on society. You can obviously understand very well that the people who 

have been impacted by catastrophes understand what’s happening. But other people are less so. 

And we have to do some education. So on that front we have three initiatives. We have, in a 

partnership with the University of Waterloo that you know about that is studying the climate 

change, we’ve talked about Insurance is Evolving, which is a website based on education to talk 

about the issues and to explain what you can do about this. And also what we’re doing is when you 

receive your policy, we separate the premium by peril so you understand more peril by peril what 

you’re buying and what you pay for. So by having let’s say your water premium isolated on the 
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policy, we’re going to start creating a bit of education where the costs are coming from when we 

have to pay claims. So that’s part of education.  

 The other part for customer is incentive, so what can you do as a customer when you face 

this? Well, we try to create incentives like you have to buy the right amount of coverage for your 

basement, depending on what’s in it, and maybe if you move some stuff to the first floor, the 

second floor you can have a lower limit for your basement, and that will help managing your 

premium. You can also install sump pumps in your basement or backflow valves and alarm systems 

or water alarm systems, that will help. You can also, when you have renovation, change the material 

you use for your tiles on your roof to be more hail resistant.  

 So all those behaviours are the behaviours we want to create as we go forward. So short 

term we want to create incentives for customers to have a better premium if they do so. Another 

example would be a tankless water heater. That would help. 

 If we do all this we believe we’re in line to achieve our improvement in profitability. The 

next question is will this impact our top line? And what will be the consequence on customer 

retention? As you can see here, our customer retention has been very good when we have multi-

line policies, like Debbie showed earlier. So 70 per cent of our property book is linked with the 

automobile, and we have historical retentions in the mid-90s. This is important because whatever 

we have to do on property we still want to protect our profitable automobile book.  
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 The other element to support customer retention is you’ve seen rate increases on the 

previous slide. This was the average rate increase for the province. This is segmented obviously 

according to customer profiles.  

 And last but not least, on retention, you can see also that our retention has been very 

strong in the past when rate increases were up to 20-per-cent increase or up to $200. Over those 

limits retention is slipping, but obviously not to a dangerous level. So when we combine everything 

we’re doing in property, the rate changes, the segmented approach, the product changes, the 

historical retention, our mix of business, all the products we have, we have strong reasons to 

believe that this property plan will be the right mix between improving profitability and maintaining 

retention of the book.  

 In short, in summary, very simple: we’re committed to this bringing personal property to a 

combined ratio below 95 per cent, even if catastrophes are going up in the future. We’ve made 

progress. We still have progress to make on the core combined ratio. We have progress to make on 

the CATS management. We believe that our plan addresses both. We believe that the plan is a good 

balance between profitability and retention. We also believe that the market will probably 

accelerate to being harder in the future because what we live at Intact is what the industry is living, 

and we will implement other… I mean, some changes have been implemented already, and others 

are coming, especially the product changes at the beginning of 2014.  

 That will conclude my presentation on personal property.  
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 Dennis? 

Dennis Westfall 

 Thanks, Jean-François. 

 So that brings us to our final speaker who has arrived, and Charles is here. So I’ll pass it 

over to our CEO, Charles Brindamour.  

Charles Brindamour – Chief Executive Officer, Intact Financial Corporation 

 Thanks, Dennis. 

 I apologize for missing the first part. I was with members of the Ontario Liberal caucus and 

cabinet. I was supposed to meet them a couple of days ago. They said: “Can we meet on the 27th in 

the morning?” I thought, hmm, there’s a conflict there, but I said: “Why not?” So I apologize, and I 

will give you an update on our latest reading on Ontario. 

 So hopefully this morning’s session, I mean the objective of these sessions is to give you a 

lens on other people in the organization, not just the folks that you see on the road normally. The 

objective is also to go one notch lower than what you’re exposed to in those short meetings that we 

tend to have one on one.  

 And so of course many of the themes you’ve heard about today you’ve heard before. 

Hopefully, you’ve gained an additional insight into it. Then hopefully through the technology and 

customer-driven approach, it gave you another perspective on what we’re doing as a firm, but also 

our ability to grow on a sustainable basis one client at a time. 
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 You know, I always like to talk about what’s keeping me up at night and the sort of issues 

that create a bit of anxiety, or the things that we’re focused on here. And certainly you’ve heard 

about these things this morning. When we look at the environment in which we operate, you know, 

we always take an outside-in look and perspective as opposed to be focused on ourselves and 

navigate in a closed base.  

 So, you know, I thought I’d talk about some of these things – some will be repetitive to 

what you’ve heard – and give you my perspective on how much anxiety there actually is and how 

we feel about these issues.  

 So I’m not going to spend a lot of time on that. I think you’ve had a lot of exposure to 

home insurance and Ontario auto. I’ll just give you a bit of colour on my perspective on it. I think 

Jean-François did a good job to explain the plan that we have in place at the moment. The question 

is, you know, what’s the likelihood of success here? And you know, my perspective on this is that 

most of the things that Jean-François’s talked about is already in the pipeline. So I feel very strongly 

actually that we’ll be able to achieve that or more in the coming 12 to 24 months. 

 I think there is an opportunity I guess, a bigger opportunity if you take a 24-month 

perspective to say hey, this is bold but incremental as far as I’m concerned, and I think we’re leading 

the… There will be pressure in the short term, there’s no doubt about it. I think Jean-François’s 

given you a good sense of, you know, what the downside could look like in terms of retention. 

There’ll be pressure, but at the end of the day, I mean this is what leadership is all about. We’re 
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prepared to live with that pressure. We think the market will move. How much time it will take, I 

don’t know, and it’s not a key consideration for us at this stage. I think sustainability of the product 

is much more important. 

 There’s a lot of upside on the technology front as well. Jean-François touched on what the 

R&D folks are working on at the moment. We think there’s an opportunity there to redefine how 

the product is actually underwritten, beyond and above what we’re doing at the moment. 

 So we have a fair bit of confidence, and I think our outlook on home insurance is 

unchanged in that it’ll get much harder in the coming 12 to 24 months. And therefore we feel fairly 

strongly about our ability to achieve the 10-point improvement there. 

 Ontario automobile, you’ve received a lot of information on that, both on what’s being 

done on the underwriting side, as well on the claims side. So, you know, as I’ve mentioned before 

many times, for us there’s two scenarios. There’s the base scenario where the highest likelihood of… 

actually reside, and it’s a scenario where there’s a high degree of symmetry between cost reduction 

measures and premium reduction measures. And then there’s the scenario where that symmetry’s 

not as tight, which is what we would call our bad scenario.  

 Sitting here today, fresh from the meeting the Ontario government, I’d say we’re well into 

our base scenario. I think that in spending a lot of time with them, first of all, they understand that 

to see premiums go down they’ll need to bring cost reduction measures. I think if you’ve heard the 

fall economic statement, which was in early November, there were clear signs that they were 
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focused on clinics and tow trucks. They have already in the budget of August 2013 strengthened the 

definition of minor injury or certainly reaffirmed the original intent, which means lower inflation 

prospectively in the system. So they’re really focused on it. And I get the sense that there is activity 

at the moment on cost reduction measures in Ontario.  

 That being said, it is a political environment. It’s politically charged and, you know, things 

can change.  

 The objective of the discussions I had this morning was to reach a broader group of Liberal 

elected MPPs to talk about the importance of these cost reduction measures but also understand 

sort of issues that they have in their own ridings.  

 And I would say people get it, and I think people understand that cost reductions are 

important to be able to hope to achieve their objectives of cost reduction measures… of premium 

reduction measures in the short term.  

 So I would say so far, so good. I expect to hear more about cost reduction measures before 

the end of the year in more concrete terms, both from the regulatory and potentially legislative 

changes in the near term. At least, that’s the sense I’m getting from my interactions there. 

 I think when we look at the Ontario automobile market, you’ve heard about out-

performance this morning. So given our assessment of where we’re sitting in terms of the scenario 

of cost and premium reductions, we’re quite comfortable growing in Ontario, and we are at the 
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moment. I would say that we’re growing north of 10 per cent in that market, in part because of just 

normal organic growth.  

 I think we’re competitive in that market. Our direct operations have picked up speed in the 

past 18 months. You know, we also acquired Jevco, which is contributing to the growth in that 

market. And that’s the path we’re on at the moment, and I think we’re… you know, if you look at… 

you’ve heard about J.D. Power. I think this morning and where we’re ranking in terms of customer 

satisfaction, I think the government understands that the more profitable players are not gouging 

consumers. They’re actually the ones contributing to the health of the market.  

 They also understand that if our appetite to grow in the market changes because they’re 

migrating towards the scenario where there’s a lack of symmetry, when our appetite changes 

there’s a number of things that we do to protect ourselves. Slashing marketing is an example, and 

finding a number of ways to limit our growth in the market.  

 And I think the government really understands that this is not an outcome that is desirable 

in the current environment. And so that’s discussions we have with them as well, you know, that 

cost reductions are really important. And if there’s a lack of symmetry, they will have real problems 

at that stage because right now the issue is a political one, much more so than an issue at the 

Ontarian level from coast to coast.  

 So I think that certainly we see the market as an opportunity at the moment.  
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 The other thing is the introduction of telematics, not just in Ontario but in Quebec, 

certainly helps in the context of Ontario because the government is saying we want to see a better 

deal for better drivers. Well, telematics is exactly about that. And for us, this is an earnings growth 

strategy. This is a strategy where we’re trying to attract better drivers that otherwise might not 

come to us in the same quantum.  

 And then the third element, which is important in the context of Ontario, is that if things 

from a market capacity point of view started to shrink because people feel that they cannot achieve 

the sort of performance that they’re looking for, then I think we can capitalize on an environment 

like that as well. First, because we out-perform. Second, because Jevco is actually a business that 

gains when capacity tightens in the market. And so we want to make sure that that business is 

positioned so that if things get tougher in Ontario, we can benefit from being in the non-standard 

side of the business and absorbing lack (ph) of capacity.  

 The other element where we have an opportunity in Ontario is that we’re managing, on 

behalf of the industry for a fee, what we call the Facility Association, which is the residual market of 

the industry, which is when the client cannot find a company, he or she gets insured by the Facility 

Association. And we manage that on behalf of the industry. This is a source of revenue for us. It is 

small right now because the F.A. is not used. But in a world where capacity actually shrinks, and if 

you go back to 2002 there was $1 billion in the facility association. That turned out to be a decent 

source of revenue for us. 
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 So I think when I look at all the scenarios, I think we’re down the path of the base scenario. 

We like to grow in that market. If things get tougher I think we have a number of things we can do 

to absorb pressure, plus with those two business units that we have, we can benefit from capacity 

shortage as well.  

 That being said, this is Ontario. It’s politics. We’re managing as the situation changes, but I 

think we’ve got good plans in place to deal with many potential outcomes. 

 I think if you take then, I would say that the next 12 months is sort of those two big trends. 

I think if you take a somewhat longer-term perspective, and I would say here 24 to 36 months, 

we’ve protected our balance sheet and our portfolio to deal with a rapid increase in interest rates. 

But we’re not operating with that in mind. Our sense is that we’ll be in a low interest rate 

environment for 24 to 36 months.  

 And I think, you know, I’m not an economist, but you know, if you look at where CPI’s 

going in Canada, if you look at the stance in the U.S. and the general economic environment, I would 

say that we have to prepare as a firm to operate in a low yield environment. If it increases gradually, 

fine, but that’s not the mindset that we’re in.  

 So what are the direct implications of that? Well, for us, it means that for underwriting 

business to be attractive, it needs to run in the low 90s. That’s the mindset that we have at the 

moment. That’s the mindset that our pricing actuaries are in.  
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 Jean-François talked about making sure that our prop business runs below 95. You’ll notice 

he said in the long run, and you’ll notice also that he said when we have CATS as well. So the 

mindset is really to try to run the business at important underwriting margins because our 

perspective is that low interest rates are here to stay, you know, for some time.  

 I think that supports our outlook in general, certainly in personal prop, I think commercial 

lines, and I’ll come back to that in a moment. As well, I think this supports an environment for better 

conditions.  

 There’s no doubt that in automobile jurisdictions, that will be a source of tension. No 

doubt about that. And we’re seeing these tensions in Ontario. But that’s the basis on which we think 

we need to operate the business to generate the sort of returns that we’re looking for here.  

 I think our outperformance at the end of 2012, our outperformance at the end of June 

from a combined ratio point of view was pretty healthy. And in that context I think we’re in a good 

position to absorb a lower interest rate environment, and I’m hoping the industry will catch up as 

fast as possible. 

 We’ve given you on the right side of the screen here a bit of a sense of what we think ’14 

might look like in terms of investment income. Nothing there very scientific, other than applying our 

maturities to the forward curve. But that should give you a sense of what income might look like 

because there’s no intended big changes on the asset side of the house in 2014. Neither in 2015, for 

that matter, but you know, we’ll reassess that in 2014.  
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 So I think a number of short-term issues, I think a number of mid-term issues. The other 

thing we’re focused on as a firm is the intangible. And while there’s no time horizon on that, 

intangible certainly is something that we’re focused on, and that means managing the tail risk. 

 And Jean-François talked about earthquake. Let me take you back two years. Following the 

AXA acquisition, we had talked very openly quickly with the investors that we felt that we needed to 

buy more re-insurance to minimize the tail risk. We did that. That was the easy thing to do.  

 A couple of years back we had spent close to 20 million bucks adding coverage. The real 

thing though is tail risk is something you’re serious about is to manage your exposure on the first 

place. And that’s what we’ve been focused on this year. Jean-François talked about the work that 

we’ve done in British Columbia.  

 We’re seeing our tail risk exposure related to earthquake drop north of 10 per cent at the 

moment, so above what we originally anticipated. People are saying it’s going a little too well. It 

means that there’s appetite in the market I guess for tail risk. Good for those who have that 

appetite, but this is an area that we wanted to shrink, and it is actually happening. 

 I think that this will potentially, depending on the scale of the exposure reduction, this will 

lead to different reinsurance decisions throughout 2014 and to be reassessed in the first quarter. 

But I’m thinking decent progress on managing what I think is the main tail risk of our business and 

what I think is the main systemic risk of the P&C industry. 
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 Talking about systemic risk for the P&C industry, one of the things that we’re working on 

with the Insurance Bureau of Canada and the various government authorities is to look at the 

potential introduction of a backstop in case of an extreme event north of 1 and 700-year return 

period, so an event where there’s not enough capital I guess to put on the table or not enough 

premiums that one could charge so that the product remains available. And so our thought process 

is that the government probably has a role to play as it does in most countries, not in Canada, at the 

top end of tail risk.  

 So that’s something we’re working on there, but I think for us as a firm the first focus is 

exposure in the short term. So we’re quite pleased with the progress that we’re making on that 

front. 

 I think if we look at the overall outlook, well personal prop, no doubt in my mind, hard 

market for a good 24 months. This therefore means that the industry level, we think, upper-single-

digit sort of growth. I think Jean-François’s displayed very clearly the sort of increases we’re looking 

for in our own portfolio.  

 I think automobile insurance, we’re in an environment where we’re seeing rate stability 

across the nation. Some increases in some jurisdictions, Alberta being a good example, and I think in 

Ontario we will likely see rate reductions. We’re hoping that there’s no margin pressure necessarily 

as a result of that, but if you look at the top line we think that automobile insurance all in will be a 

low-single-digit story in the coming 12 months. 



 

 76

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

 Commercial lines is an interesting space, and we might get deeper into it during the Q&A. 

Alain Lessard is there, and he’s the expert there. I think our rate on commercial lines changes every 

month, I would say. And in the past six months has changed always in the right direction, would be 

my observation, and I think it’s still competitive. I mean, there’s no doubt about it. But the tone is 

changing. Like we’re feeling the tone is changing. We’ve been increasing our rates every month at a 

different clip. Alain on the earnings call talked about the fact that rates were up in Q3 around 3 per 

cent. We’re seeing October creeping up, I think 3.7. So moving in the right direction. Retention 

holding decently. Growth does not appear to be an issue at this stage, so I think it shows that there 

is room here.  

 And given the industry’s performance in commercial lines, which has been fairly difficult, 

north of 100 per cent combined ratio, we see – and the low interest rate environment – we see the 

commercial lines environment improving right now. The second derivative, so to speak, or the pace 

of acceleration is less clear, but we’re certainly pleased with what we’re seeing. 

 I think if you look at the industry’s results at Q2, you see an ROE of about 8 per cent. I think 

Q3 will be rough. It’s my expectation for the industry, so it’s pretty clear to us that the industry will 

finish the year sub 10 per cent ROE. It’s not a very difficult forecast to make. At this stage these are 

the best forecasts. And there’s no doubt about our ability to outperform the industry this year, but 

certainly in the coming years by our minimum stated objective.  
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 So no big change, I would say, on the outlook compared to what you might have heard 

throughout 2013 or a few weeks back. I would say some optimism on the commercial lines, and I 

think on Ontario still largely on track with the base scenario. 

 I think these are the easy trends from our perspective to manage and take advantage of, 

and I think we’re well positioned. I think the bigger and tougher trend for us is the fact that 

consumers’ expectations are shifting. And I would say you’ve heard about a number of the things 

we’re doing on the customer front this morning. We’re not happy with how fast we’re going on that 

front. I think clients are expecting… have different expectations when it comes to transparency, 

when it comes to access, when it comes to ease, when it comes to brand and reputation. And the 

expectations are changing fairly quickly, and I would say that I think compared to who we compete 

with today, I feel pretty good about how we’re positioned. 

 I think that the main thing we’re focused on in terms of the midterm is to make sure that 

we’re prepared to compete with new forms of competition, with disruption at the distribution level. 

I’m not foreshadowing something I know will happen; I’m just saying this is the scenario that we’re 

trying to prepare for. New forms of distribution, new players, new entrants in the market, and a 

consumer that has raising expectations. That I would say is where the bulk of the strategic energy is 

going in the organization.  

 So what are the pillars on which we’re focused? Well, obviously improving customer 

experience. You’ve heard a number of initiatives that we have in the pipeline at the moment. Much 
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more from our perspective needs to be done. I think we’ve done… we’ve gone at a first level in 

terms of how we leverage technology through the operations. There’s much more in store in terms 

of where we take that in the coming 12 to 24 months. 

 From a research and development point of view, I think we have a great team that can nail 

lost data like nobody else. But I would say when it comes to customer behaviour, this is an area 

where, from my perspective, as a firm, we could do more to stay ahead of the curve, and that will 

be an area of emphasis in the coming period.  

 I think strengthening distribution is something we have not really talked about this 

morning. These are themes that we’ve explored in previous investors day. There’s just a certain 

amount of time we have to talk about. Our direct operations are doing well achieving the sort of 

returns that we’re aiming for, generating decent growth. They remain too small as far as I’m 

concerned. So one important area of focus is to grow these operations beyond the size that they 

have at this stage.  

 Operated distribution or our management of distribution units or brokers, which we 

manage ourselves, is an area that’s been doing well, and we presented that last year or a couple of 

years ago in terms of our broker link strategy. This is a business that needs to grow at a much faster 

pace than what we were able to achieve in the past 12 to 24 months. And there’s an opportunity in 

the market to capitalize on consolidation at the distribution level. So certainly an area of emphasis 

for us in particular in first lines. 
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 I won’t spend too much time on technology. You’ve heard Jack this morning talk about our 

three pillars of investment. We think that continuing to invest on that front at close to $80 million a 

year of development, not of maintenance but of development, is really important to face the sort of 

competitors that we’re preparing for in the midterm.  

 I think all of that tells me though that while people look at our size advantage and they say 

wow, you’re twice the size of number two, and you have an 18 per cent market share, and 

everybody feels good about that, this is too small. That’s our take on it. We’re doing our utmost to 

build on our scale advantage. We think there’s much more room for us to grow our position, being 

the best at what we do day in, day out. And obviously consolidation is an important pillar for us. We 

think in the coming three to five years definitely will be a key pillar of growth for us. We think within 

10 years we should be at 30 per cent market share. This is not an objective. This is, I think, more the 

sort of thing that we’re thinking we should achieve right here, building on our advantage, but more 

importantly making the advantage much tougher to dislodge.  

 And so I would say a key area of focus for us. I think we’ve demonstrated that we can use 

size to create an advantage. That’s good. I think we need to use our size to a greater extent, and we 

need to get more size to increase that advantage. And I think the opportunity’s there. Again, not an 

objective, not a forecast, but a mindset. And we’ll be focused on that in the coming period. 

 I’m not going to talk too much about investing abroad, which was one of the four avenues 

of growth that we’ve talked about before. This remains an area of attention. We have people 
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fulltime on that. Our objective is to build a pipeline of growth over time. We want to build on our 

capacities in terms of segmentation, claims management, as well as web management. And we’re 

looking at four, five markets where we could potentially partner, leverage these skills and create 

value.  

 There are things in the pipeline. I’ve mentioned that these would be small capital outlays 

in the short term to learn, develop our skill sets, prove to ourselves that we can be successful, and 

then increase our investments over time. That’s still very much the mindset at this stage. But there’s 

no doubt that having travelled in a number of markets, we came back concluding we needed close 

to 30 per cent market share in Canada. That was our main conclusion. The board was a little bit 

surprised with our conclusion, but that’s focus number one. And we’ll keep trying to find 

opportunities abroad, but we think that the safest investments we can make are right here in the 

market we know best.  

 I think the financial foundation of the organization has not really changed much. I mean 

we’ve talked about the fact that we’re aiming this year for an MCT in the 195 to 205 range. I think 

certainly we’re right in the middle of that in Q3, and very little doubt that we’ll be outside that 

range by yearend. It’s about half a billion of excess capital. We’re slightly below our debt-to-total 

cap target, which is 20 per cent. This has not changed. We have no intention of changing that target.  
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 And as I’ve mentioned before, I think the balance sheet and the organization is positioned 

well to absorb rapid increase in interest rates where every 100 basis points of parallel curve 

movement would cost 3 points of MCT. So it’s not very significant in terms of managing that risk.  

 And then on the equity side of things we’ve taken a position as well where we have a 

decent equity portfolio where we’re harvesting dividends, which are tax free for us. But market 

movements would not be overly impactful where 10 points of declines in the TSX would cost 4 

points of MCT. This has not really changed. The intention is not to change it, unless there were 

meaningful change in capital requirements that would lead us to reassess where our investment 

portfolio would fit on the efficient frontier where the frontier is defined as return on required 

capital as opposed to return on asset. No big change expected at this stage, but the world changes 

when it comes to regulation and capital requirements. 

 The capital management philosophy is very much the same where our objective is to 

continually grow our dividend at a decent pace every year. We have what we think is a conservative 

dividend level, but our mindset is to try to increase it every year as we’ve done ever since we’re 

public we more than doubled our dividend since we’re public. We’ve increased it at around 7 per 

cent clip a year in the past five years, and that’s not a projection of the future, but it gives you a 

sense that we’ve acted on our thought process and what we’ve talked about with you guys in the 

past.  
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 Capital, first and foremost, goes towards growth opportunities, after the dividend 

obviously. And our sense is that the growth opportunities for us in that market environment, both 

on the ground and at the macro level, are very interesting. It’s a good period to operate and grow 

for us in the Canadian market. So clearly that’s where the excess capital is aimed at. And as you 

know, when volatility of the environment in which we operate or growth opportunities are not as 

evident, then we’ll buy back our shares, provided we feel good about the intrinsic value of our 

share, and that has not changed.  

 So I think no change on the capital management point of view. The picture is very 

consistent with what we’ve talked about with you guys before.  

 I think you might have seen a press release last week about an organizational change that 

will become effective December 1st, so I thought I would talk to you guys a little bit about that.  

 Let me first say that you’ve been exposed to a number of people over the past investors 

day. You’re exposed to people when we do one on one or during the earnings call. I think we have a 

pretty good team. I think what’s important for people to understand is that there’s a lot of depth 

below the folks that you’re actually seeing. And if you look at the top 23 positions there, we have, 

on average, three successors that will be ready within two years for each of these jobs. And if you 

go one layer down and you look at the top 120 people across the organization, we have the same 

sort of depth in terms of succession plan. And I would say that many of us are personally involved in 
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building the succession plan of those top 120 people. There’s all these decisions for those top 120 

people are made by people you’ve met today, myself included.  

 So I think that’s really important for us to have a lot of depth throughout the organization, 

and a lot of talent that are ready to take over. And we like to spend a lot of time with these guys to 

get to know them to make sure that we’re making the right call on people.  

 And to make the right call, I mean there’s a number of things that we’re looking for in the 

folks that are managing our operations. One of the things that’s really important for us is we want 

good people leaders, and we want leaders that are good at creating an open and honest and 

transparent environment. That’s, I would say, very high up on the list of leadership success factors 

that we’re looking for. 

 The other thing that we’re looking for and that you will find in that team is you have a 

bunch of people who challenge the status quo. These folks take nothing for granted. That’s the 

thought process, and in general we have a group of people that are rarely satisfied. We think that’s 

good for the business. It’s tiring at times, but this is a key leadership success factor for us.  

 And the last thing is that the other element that we’re looking for and building our team is 

people who try to get better every day and who have a can-do attitude. So that in bad times people 

feel like they can win as much if not better than in good times. And I’m not forecasting bad times; 

I’m just saying that’s what we’re looking for in leaders. 
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 So we’ve announced changes that will be effective December 1st, and I will just touch on 

some of the rationale for these changes, and some of the folks that you will be exposed to either on 

the road or during the earnings call.  

 The first change, you’ve met Louis Gagnon before who’s been President and COO of the 

organization. Louis was overseeing claims, technology, international development, operated 

distribution, strategy and so on, a number of things. Given the importance of bolstering our direct 

platforms and our operated distribution, Louis will be devoted to that task, primarily under this new 

role of President, Service and Distribution. So directly in line with the strategy priorities that we’re 

actually pursuing. He’ll keep overseeing claims, as well as international development. 

 This is a big job. I think he’s quite capable to do it, but we thought we would send in help 

in the context. And many of you have been exposed to Martin Beaulieu before who’s currently 

Senior Vice President, Pers. Lines, Intact Insurance. Martin will move with Louis towards the direct 

operation to oversee a portion of the direct operation as COO of that business unit.  

 Now I talk about succession plan and I throw these numbers, now it’s time to prove that – 

what’s the expression? Proof the pudding or something? So the guy who will replace Martin is a 

gentleman called Patrick Barbeau. Patrick, maybe you want to stand up. Patrick joined us about 10, 

13 years ago. Yes, I missed the first three years. You were not remarkable then, but he came after. 

Patrick is a very strong actuary. He’s been involved in pers. lines underwriting for most of the time. 

And he’s been involved both on the direct side of the house, on the brokerage side of the house. He 



 

 85

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

knows Quebec cold. He knows Ontario almost cold. He spent a lot of time on that file as well, and 

we’re really looking forward to see Patrick move in that role.  

 This was a very easy decision. His name was in the succession plan, and we were able to 

act on it very quickly. You will have the opportunity to hear him on the earnings call and meet him in 

one on one in the coming period. 

 You’ve seen Mark Tullis. Many of you know Mark. Mark will oversee governance and 

capital management. There’s a lot of changes taking place at the governance level, the role that 

OSFI is actually playing, and this is a world that is changing, and given Mark’s experience, given your 

relationship with Mark, we felt that it made a lot of sense for him to oversee most of the oversight 

function, except risk that will keep reporting to me, as well as the investment side of the house. So 

that’s the new role that Mark is taking over December 1st. You’ll still see him on the road. He’ll be 

involved in investor relations. In fact, Dennis will keep reporting to Mark.  

 And Mark will be replaced as CFO, who will report to Mark, by a person called Louis 

Marcotte. And many of you have met Louis because he’s been involved in investor relations. He’s 

been Controller. He’s been Treasurer. He’s been involved in most of our financing. He’s involved in 

the operations at the moment, and again, this was an easy choice for us to make because he was on 

the list, and we had been planning for a move now for some time.  

 So fairly easy changes for us to put in place because we had guys ready to actually step in 

these roles. And we’re looking forward to them succeeding starting December 1st. So that’s the 
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sense of the changes that we’re making at the leadership level. There are other changes, but I 

thought I would zoom in on those people that you will have to interact with on a more frequent 

basis. 

 So where does that take us in terms of our big financial objectives? As you know, there’s 

two big financial objectives on which we’re running the business. The first one is a minimum of 500 

bps of ROE outperformance, and the other one is the desire to grow net operating income per share 

at an average clip of 10 per cent over time. If we look at the next 36 months, the picture is not 

overly different from where we were last year. And so from an ROE point of view, for those who 

missed last year, you’ll see that 2, 2 and 3 don’t give 5; it actually gives 7. And there’s a rationale 

behind the fact that those numbers don’t add up.  

 Our objective is to generate every year 500 bps of ROE outperformance. There are years 

where the industry’s performance is not acceptable, and 500 bps is just not enough. You need to 

plan for the moment where that happens. There are years where the industry’s performance is 

decent, and 500 bps is good enough. If you have the ability to generate more than you can use that 

excess outperformance in growth. And that’s why we’re not planning for 500; we’re planning for 

more and we’re trying to use it to either absorb bad times or position ourselves to outperform from 

an organic growth point of view.  

 In terms of earnings growth over time, similar picture, and I would say the starting point 

certainly is not the combined ratio we’re seeing this year, because there’s excessive catastrophes on 
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that point by a good 5 points from my point of view. We expect to generate that 10 per cent NOIPS 

growth over time, in part through margin improvement. Clearly the base expectation is some 

neutrality in automobile insurance in general, but we’re certainly hoping in personal prop and 

commercial prop to see margin expansion. Certainly the basis on which we’re managing. 

 In terms of organic growth, 4 to 6, we’ve talked about the desire to expand our 

distribution strategy. I think the product front has much to offer as well. There’s the work we’ve 

done in commercial lines through the AXA acquisition. There’s the Jevco acquisition, which, from 

our perspective, has been a decent source of organic growth this year, and you’ve seen that through 

the numbers throughout the year. And we think UBI is a new business strategy, which should 

contribute in the coming 36 months.  

 Then we talk capital deployment 2 to 4 per cent. I mean this is, in my view, where the big 

upside resides. I think that through consolidation you can do much better than that if you’re smart 

about what you’re doing in the M&A process. But our mindset in terms of planning the next 36 

months is around working those levers. 

 So this really sums up the key points that I wanted to touch on this morning. I think we’ll 

be happy to take questions that you might have. And I think... we’re not changing our strategy every 

year. We’re changing the emphasis on our strategy. We’re obviously evolving the priorities on which 

we focus on every year, but the strategy is very much consistent with what we’ve done in the past.  
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 I think we have a sustainable competitive advantage. The thing we’re focused on is really 

to increase our size to make sure that that sustainability gets actually deeper. I think the platform 

on which we operate to serve customers and brokers is pretty broad, it’s pretty dynamic, it’s 

evolving quickly. So I feel in the current environment we’re very well positioned. I think our focus as 

a firm though is to make sure that this platform evolves faster than the potential for threats in the 

market so that we meet customers’ expectations as they evolve. 

 Financial position, in my view, provides us the latitude to pursue growth opportunities. 

And I think that there’s a good team in place with a fair bit of depth, which makes a real difference 

when it comes to executing on the plan. 

 And finally, I think that it’s important for us to be transparent as a firm, and that’s what 

we’re looking in leaders, but hopefully this translates with you guys. I think discipline is the name of 

the game in the P&C industry, and certainly a can-do attitude is really part of how we manage our 

business so that we make the most of the good times as well as bad times.  

 So on that I’d love to hear your questions, concerns, observations, and there’s a lot of 

people here that can help with that.  

 

Q&A 

Dennis Westfall  

 I would just ask that you wait for a microphone before asking the question.  
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Tom MacKinnon – Analyst, BMO Capital 

 It’s Tom MacKinnon, BMO Capital. The question might be for Sharon, but you could 

probably certainly help out, Charles. On the cost reduction measures, in terms of the symmetry you 

allude to she’d mentioned one or two, so we’re looking for something that offsets 15 per cent over 

the next couple of years, and we got 1 or 2 per cent from the tightening MIG. I think you talked 

about healthcare assessments and some attendant care to help out some time in 2014, not really 

towing to take a little bit longer, but then it was finished up by saying mid- to single-digit 

improvement over time. So that doesn’t sound like 15 yet, and I don’t know if you can give a little 

bit more granularity?  

Charles Brindamour  

 Yeah. Yeah, I think the… the reality, and we’ve said it all along, 15 will be tough to get. And 

it’s in part why they have given themselves a longer horizon. I think that there’s upper-single-digit 

worth of measures on the table that can be acted upon. It’s pretty clear to me, and I think it’s clear 

to the government, that to move into the teens territory there’ll be important changes to the 

product that will need to take place. And I think that’s how we think about that; that’s how they 

think about that. And we’ll see where we are in six to nine months from now.  

Tom MacKinnon 

 So just stay tuned is what… 
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Charles Brindamour  

 Well, yeah. I think that to get towards 15 the structure of the product will have to change, 

and I think people are thinking about that at this stage, but not enough to put that in concrete 

terms on the page. So I think that’s precisely why the government sort of broke that into two pieces. 

What is somewhat easier to act upon you get done in the coming months, and you give yourself 

some time in ’14 to work on bigger issues. Lots of things can happen in ’14. That’s the reality as well. 

But I think right now people are focused on the first leg.  

Tom MacKinnon 

 Okay. And then just one quick follow-up. I think Jean-François was talking about premiums 

being up in personal property, like in 9 per cent, and yet we’re looking at premium increases in the 

15 to 20 per cent range. Is it supposed to be reduction in retention that brings us to something like 

that?  

Jean-François Blais  

 There is... premiums you’ve seen are for homeowners only, so you’ve got to multiply that 

by 70 per cent to get the overall portfolio impact.  

 We also believe that there will be some premium management by customers, meaning 

people will either reduce coverages or increase deductibles. I mean, this is the offer we’re sending 
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customers, so people will manage around this, and they have choices for their premiums. That is 

also included in what we believe will be the… let’s say in the 9-per-cent increase.  

 So if you take the 17 per cent premium, you multiply by 70 per cent, you’re going to get 

something like 13, plus a bit of premium management. Maybe a small change in customer retention 

and also maybe a change in new business coming in the part of 2014, and that would be an 

estimate. 

Charles Brindamour  

 Yeah, I think the changes that Jean-François’s presented is what’s in the system right now. 

I think the other number is… you leave room for uncertainty, mix changes. You’re a client, you get 

an increase of 20 per cent and a sub limit of $30,000, depending on the territory in which you’re in. 

 Well, you know, my reaction would be to say hey, do I need 30? Maybe I need 20. And I 

can manage my premium like that. So we think there might be some mixed shift, so to speak, in 

terms of the profile and the level of coverage that will put downward pressure on the top line, not 

on the margin.  

 But I think, Tom, you know, my comments on home insurance is that I felt pretty 

comfortable that we would achieve our objective, and I think your question sort of goes in that 

comfort zone. 

Kai Pan – Analyst, Morgan Stanley 
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 Thank you. Kai Pan with Morgan Stanley. I have two questions. First one, could you give a 

little more detail about the Sun Life partnership in terms of commission or profit sharing structure, 

as well as any potential conflicts in terms with other channels you have?  

 And second question about the property insurance. You have a significant... like a 

competitive advantage in your auto in terms of segmentation and claims. Just wondering what’s 

challenging of sort of bring these to your property insurance operation? And in specific details about 

your 95-per-cent combined ratio targets, how much do you assume in terms of catastrophe losses in 

the future?  

Charles Brindamour  

 Sorry, the last part of the question was what, how much you assume? 

Kai Pan 

 Yeah. Ninety-five per cent combined ratio targets, how many points in CATS? 

Charles Brindamour  

 Oh, in CATS. We’ll let Martin start with the personal prop question, and we’ll take the Sun 

Life question after. You have until December 1st to answer, and then Patrick will answer.  

Martin Beaulieu – Senior Vice President, Pers. Lines, Intact Insurance 

 Yeah. No, so on the catastrophes, I think we are assuming that in the longer run what we 

are estimating is about $50 million of CATS per quarter, so that’s roughly what we are estimating an 

average. And can you just remind me the first part of the question on home? 
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Kai Pan 

 Yes, in your auto operations segmentation and claim management and health, you’re sort 

of sustaining your competitive advantage over your peers. And in your homeowners, like business, 

basically you’re running a loss ratio same as peers. I just wonder can you bring sort of the claim 

management or anything you can do, sort of bring your sustainable sort of competitive advantage in 

the homeowner business? 

Martin Beaulieu 

 Yeah. No, and we have a number of activities there on the claims side trying to improve on 

the supply chain, first of all, but also in terms of the process, the processes that we are using. So 

some of the features that we are bringing, like the depreciated value on the roofs is something 

where we are convinced that we are going to see significant changes in the way we can settle 

claims. So people will make better choices for themselves and for ourselves when they’re faced with 

the situation of do I replace my roof or do I repair it? So these are examples as to how we’re 

expecting that we can improve on the claims side.  

 You’ve seen what Tracy was explaining also on the auto side as to our science has evolved 

on the segmentation, and we’re one notch behind on the home front. So we have done the perils-

based rating a few years ago to increase our segmentation strategies, but we still see room to 

continue to improve there as well.  

Charles Brindamour  
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 And when you say we’re one notch behind, we’re one notch behind what we do in 

automobile as opposed to our competitors. And I think when you look at why we’re not 

outperforming in personal prop, this has been a source of big debate for a number of years. And I 

think the conclusion we’re coming to is that this is not a segmentation issue or a price level issue. 

We think that the answer lies to a greater extent in claims. And I’ll give you two very specific 

examples. One is that we’re getting people back on track as opposed to cutting them cheques and 

letting them deal with the problems themselves. We think there’s been a cost issue there over time, 

and some of the measures that Martin’s talking about are aimed at narrowing the difference. 

 The other thing that we think has been a source of pressure for us is that as we repair 

basements ourselves, and we’re talking water damage here, we have a very conservative, mold 

mediation protocol in the repair process, which turned out to add a layer of cost to the equation. 

And I think the last point is that we think that our control of repair facilities could be much better, 

and these are the things that we’ve put in place in the past year or couple of years to try to move 

the needle on that front.  

 I don’t know, Mathieu, I ventured in claims maybe a bit too much. Do you want me...? 

Mathieu Lamy – Senior Vice President, Claims, Intact Financial Corporation 

  (off microphone)  

Charles Brindamour  
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 Your first question was about the Sun Life. We’re not going to talk about the arrangements 

that we have in the back with them. I think this is a great program. I mean, this is a program 

whereby the belair offer will be available on their group benefits website basically. The price points 

in general will lead to… the price point will be fairly similar to what belair is actually offering in the 

market at the moment. There will be a discount that is reflective of the different acquisition cost in 

year one, but in general, year two and beyond, the price structure will very much be similar to what 

the standard rate is. We’re excited about that partnership.  

Jeff Fenwick – Analyst, Cormark Securities 

 Jeff Fenwick from Cormark Securities. So Charles, you did mention market consolidation 

and Intact’s goal of continuing to grow through M&A. We had a notable transaction this year with 

Travelers acquiring Dominion. So I guess the first question is we’re surprised that it wasn't Intact as 

the buyer. And maybe you can comment as to why?  

 And then secondly with Travelers, it sounds like they intend to be more aggressive with 

that platform and certainly want to be bigger in Canada. And what’s your outlook in terms of the 

potential disruption competitively from them becoming more aggressive, particularly in markets like 

Ontario? 

Charles Brindamour  

 So first of all, of all the potential players that could have come in, I think Travelers is a good 

one. They’re a good company. They’re a disciplined player. They’re a standard carrier in the U.S., 
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and we’ve read their annual report for many years. So we’re pleased with them being the buyer. I 

think… I’m not going to comment on why it’s not us at this stage.  

 I think there’s a lot of work to do for them in the Ontario market. And them creating 

pressure in the mid-term is not a concern of mine at this stage. I think that there’s work to do.  

Paul Holden – Analyst, CIBC 

 Thanks. Paul Holden, CIBC. So two questions. First one going back to the Sun Life 

distribution agreement, sounds like it’s more of a sort of passive-type marketing distribution. A) is 

that correct, where it’s something that’s available through Sun Life, but is there anyone really 

aggressively marketing it? And is there the opportunity to push that out to their agents in the field 

eventually?  

 And then the second question would be on industry ROE. So as you said, Charles, the 

outlook for 2013’s pretty much in the bag now, so an easy forecast. What about your outlook for 

2014, assuming normal CAT levels, whatever that means? 

Charles Brindamour  

 You want to comment, Anne, on the Sun Life deal in terms of marketing intensity?  

Anne Fortin   

 So in terms of Sun Life, for the moment we won’t be going out to market and aggressively 

marketing that offer. It will be on the communications platform of Sun Life only. And does that 

answer your question?  
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Charles Brindamour  

 Their agents?  

Anne Fortin  

 For the moment, no, but we will… we’re discussing with Sun Life, and this agreement can 

develop. But for the moment it’s going through mainly their communications platform to their 

group plan members. 

Charles Brindamour  

 I think the objective is to make sure the execution is top notch. And I think once you're 

comfortable with your execution then you can take it up one tier. (Inaudible) was your first 

question. 

 Your second question was the ROE for the industry. Yeah, I think… I mean, if you look at 

the outlook that we’ve talked about, for me I certainly hope, given what we’re seeing, that we’ll see 

performance improvement at the industry level in prop, personal prop, as well as on the 

commercial line kind of things.  

 I think automobile, not much change in rates. I think we should see fairly stable results for 

loss ratios on that point at this stage.  

 So that being said, I see the industry’s ROE being better than this year’s forecast. I’m not 

going to put a number on it. Our market share is too small to have an insight in enough of the 

industry at this stage.  
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Asim Imran – Analyst, Macquarie Capital Markets 

 Asim Imran, Macquarie Capital Markets. You’ve talked about various changes in customer 

expectations, product changes, distribution channels, and technology platforms. I was wondering if 

you can talk about if there would be any movement in your expense ratio in the near term with all 

these changes taking place? Thank you. 

Charles Brindamour  

 Mark, you want to take this one? 

Mark Tullis  

 Sure. So we do have a lot of initiatives planned. Those are all built into our cost structure. 

We would continue to see some continued momentum as some of the synergies roll in from the 

acquisitions, and generally we do the type of management we’ve been doing the past two years to 

improve expenses. So I would not see a deterioration; in fact, I would expect some improvement in 

the expense ratio.  

Charles Brindamour  

 Yeah. I think the thing you have to keep in mind when you look at the expense ratio 

dynamic is that the expense ratio of the direct channel is lower than it is in the broker channel, in 

part because of the (inaudible) for automobile (inaudible) much bigger proportion of the direct 
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channel, and as a result (inaudible) lower. Plus (inaudible) so if the rate of growth of the direct 

channel is slightly bigger than in the brokers (inaudible) one should expect migration of the expense 

ratio (inaudible).  

 The piece that is not in the expense ratio (inaudible) point of view, from my perspective is 

operated (inaudible) business that is generating $35 to $40 million of earnings every year, and that’s 

(inaudible) distribution revenue. You could think about that as a negative expense if you want, but 

that’s not how we think about it because (inaudible) to make sure that (inaudible). But that’s the 

other angle that could have an influence on how much it costs to operate the business in aggregate 

(inaudible).  

 Sorry. Next time I’ll use the microphone.  

Unidentified Male Speaker  

 Hi. I’m wondering if you can just talk a little bit about the mix of price increases, lower 

sublimits, higher deductibles, and retention, and whether there’s a combination that tends to lower 

retention or what-have-you in playing with those three variables? 

Charles Brindamour  

 You need to use the mic by the way.  

Jean-François Blais 

 Use the mic. So there are many options out there right now. We’ve heard a lot of brokers 

saying we want to be able to offer the best coverage and give us a price for the best coverage. We 



 

 100

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript 

is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or 

liabilities which may arise out of or result from any use made of this transcript or any error contained therein." 

« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne 

contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou 

découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. » 

FINAL TRANSCRIPT 

November 27, 2013 – 08:30 a.m. E.T. 

Intact Financial Corporation Investor Day 

know some other markets are going with a good price with a lower sub limit or lower coverage. And 

in between what will be the… what is most important to a customer, is that coverage or price, the 

options are out there, and how people will react next year is difficult to say. But I guess what the 

message we were trying to show is that when premiums have increased in the past, 15 per cent, 17 

per cent, retention is usually very good. And when you have also your car with your home on the 

same policy then retention is much higher. And clearly if you have, as an example, a significant 

increase in your mono line property, if you would add your automobile, there’s a significant 

discount by combining both together. It’s usually between 10, 12 or 15 per cent. So you can 

significantly reduce your property premium, let’s say if you only have your homeowners with Intact 

by combining the auto.  

 So I would… I think the message here to our distribution force, which is our brokers in the 

Intact Insurance world is we have all those options available, and it’s going to be key that there are 

discussions with their clients so that they make those options available, and the customer will 

basically make his own choice. But we’ve heard all options in this spectrum.  

Charles Brindamour  

 So I think there was a couple of slides in Jean-François’s presentation that were pretty 

explicit about the relationship between rate increases and retention. And I think the conclusion is 

that there’s a fair bit of room to move rates before your retention actually starts declining 

meaningfully, at which point your rate increases will compensate for the unit pressure.  
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 I think the real… the bigger question mark in my mind is what happens to your new 

business capacity? Retention won’t collapse. New business capacity is where the real question is in 

my mind, and this is where the market movement with other players will determine the new 

business capacity. And I think that’s the thing we’ll need to watch carefully in the coming weeks and 

months, to see how the market reacts.  

 That being said, we’re convinced we need to do what we’re in the process of doing. I 

mean, we’re not just testing things out. We’re doing something we feel that is needed, and we’re 

doing it, and we’re hoping the market will move as quickly as possible. But we’re interested in 

making sure the product is sustainable.  

Mario Mendonca – Analyst, TD Securities 

 Mario Mendonca, TD Securities. Charles, on that one point you just made that there’s a lot 

of room to raise pricing before it has an effect on retention, we’re not really starting from 0 though, 

because the company’s been raising pricing now for a while. So when I look at these two charts, I 

can’t really tell what part of the curve we’re on. What would you say pricing has been reduced – 

sorry increased over the last few years? 

Charles Brindamour  

 So we’re… before this plan was implemented we were running at 6, 7 – rates only – Mario. 

The numbers that Jean-François has shown is a combination of what’s rolling right now, including a 

portion of the 6, 7.  
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Mario Mendonca  

 And the increase that you’re talking about.  

Charles Brindamour  

 Yes. 

Mario Mendonca   

 The sum of the two. 

Charles Brindamour  

 Yeah.  

Mario Mendonca  

 Okay.  

 The second question’s more broad. When you started your comments, you started off by 

saying you felt good about how things would play out over the next 24 months, that you could 

accomplish all the goals that were laid out in this presentation. But you seem to suggest that over 

the next 12 months things could be challenging or tough – I forget the words you used. First, did I 

pick up on that nuance? And then secondly, what are you referring to? Are you talking about the 

ability to grow your earnings or maintain the ROE? What message are you sending? 

Charles Brindamour  

 I was not suggesting – so must be my language – but I was not suggesting that the next 12 

months would be tougher than 24 months.  
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Mario Mendonca   

 Okay. 

Charles Brindamour  

 I think my comments applied to 12 and 24 months. I think the things that might be 

challenging are very clear at the moment, and you guys are really focused on these things, and 

we’re trying to manage in that environment to win. But there’s no looming hidden concern I have 

that’s not been put on the table. On the contrary.  

Mario Mendonca  

 Thank you.  

Charles Brindamour  

 Other questions? Well great. It was great to see you all this morning. Again, apologies for 

missing the first part, and thank you very much for coming. 

***** 


