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Husayn Hirji, Manager, Investor Relations 
 
Good morning, everyone. For those of you that don’t 
know me, my name is Husayn Hirji, Manager, Investor 
Relations at Intact, and I would like to take this 
opportunity to welcome all of you, including those via 
webcast and those also dialled in, to the Intact Financial 
Corporation 2019 Investor Day. We have a very exciting 
lineup of speakers today to showcase our plans for the 
decade ahead; however, before we get going, a couple of 
quick housekeeping items. 
 
Firstly, our deck is published on our website as of this 
morning, so if you could go to, if you want to follow along, 
intactfc.com under the Investors tab, Events and 
Presentations, you’ll find our PDF. 
 
Secondly, I’d like to draw your attention on our deck to 
pages two and three, which contain our forward-looking 
statements and disclaimers. Please take note that these 
statements apply to today’s presentation. 
 
We will have a couple of scheduled breaks and two 
opportunities for Q&A today, the first just after 11:00 a.m. 
and another at the conclusion of our session. Also, after 
today’s event we invite you to join us for lunch and an 
informal discussion in the room just opposite us where 
you will have an opportunity to meet with the presenters 
and also other members of the Intact Executive 
Committee who are here today.  
 
So, without further ado, it is my great pleasure to 
welcome our CFO, Louis Marcotte, to kick off our 2019 
Investor Day. 
 

 
Louis Marcotte, Chief Financial Officer 
 
Good morning, everyone. Thank you for being with us 
today. I hope you enjoyed our latest advertising 
campaign while you were walking in the room with our 
new lineup of speakers and spokespersons, namely Mr. 
Georges St-Pierre, the famous martial arts expert. So 
we’re very proud of the branding we’ve undertaken and 
you’ll hear more about that today. 
 
We have an exciting agenda, as Husayn was saying, 
under the term The Next Decade. Many of my colleagues 
will be sharing the stage today to talk about the next 
decade, including some of our Board members. But then 
you ask why focus on the next decade? Well, 10 years 
ago you might remember, in the midst of the financial 
crisis, Intact Financial was born after being spun out from 
the ING Group. At that point in time, we gained full 
control over the Company’s destiny. 
 

It seems appropriate, before we look at the future, to 
underline our 10th anniversary and to reflect on what 
we’ve achieved in the past decade. And what a decade it 
was. Eight significant manufacturing acquisitions and 
more than 100 distribution acquisitions, $9.5 billion of 
capital deployed, 14,000 employees working day-in/day-
out to deliver outstanding customer experiences. As a 
result, we nearly tripled our premiums over the period 
and our market share grew fivefold to nearly $20 billion.  
 
But growing the top line and market cap can be fairly 
easy you say. So, the question you ask yourselves is how 
have we done this, and I’m pleased to say that our 
growth was profitable and led to a solid outperformance 
record. I’ll talk to the record and then you’ll see it appear 
on the slide. So, during the past decade, just for 
everyone to remember, we grew our earnings at a rate of 
10.4% per annum on average, slightly above our 
ambitious target of 10%. At the same time, we exceeded 
the industry’s ROE by 650 basis points on average and 
our average operating ROE during the same period was 
14%. And not to be forgotten, we outperformed the 
industry’s loss ratio over the same period in every line of 
business. 
 
Today we are a different company. Our business mix is 
more balanced with the addition of specialty lines and we 
are building a leading presence in the North American 
specialty market. Our market share in Canada went from 
11% to 17% since 2009 and there are still plenty of 
market share to be gained. We see ourselves as a bigger 
and better company and we play in a much larger 
marketplace. There is no doubt in our minds that we have 
the structure, the people, the capabilities, and the 
opportunities to repeat or beat our past performance over 
the last 10 years. 
 
Now, outperformance was not achieved mainly by setting 
ambitious targets. Outperforming is part of our culture. 
But it is important to note that our performance was 
achieved with the utmost commitment to our values. We 
established these values at the birth of IFC and they have 
remained largely unchanged since then. These values 
provide a moral compass to which all our employees 
adhere to. When hard decisions are to be taken, our 
values provide the framework needed to make the right 
choices. By living our values, we provide an outstanding 
workplace for our employees to work in and enables us to 
deliver excellence, namely in governance and reporting. 
And, most importantly, our shareholders have benefitted 
from our outperformance. Total shareholder return over 
the last decade neared 20% per year on average, well 
above market returns.  
 
So, on this positive note, enough with history. You want 
to hear about the future. Who is better placed to talk 
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about the future than the architect of our successful past, 
our CEO, Charles Brindamour? Charles? 
 

 
Charles Brindamour, Chief Executive Officer 
 
Thank you, Louis. Good morning, everyone. 
 
I think the success of the past 10 years is also very much 
rooted in the support we’ve had from investors and 
capital markets. A number of the ideas that we’ve 
executed upon came with your help and I think that 
support, in my mind, is an important part of our track 
record, but I want to make sure you understand that we 
don’t take that support for granted. 
 
Our business philosophy is rooted in a number of basic 
ideas. The first one is the importance of customers and 
the fact that customers actually decide who ultimately 
wins. Our view is to have a customer-driven organization. 
It is absolutely critical though that people look forward to 
come to work and are proud of what they’re doing at 
work, and therefore building one of Canada’s best 
employers is critical to our success and has been a key 
area of focus for us. A strong moral compass and strong 
set values, as Louis highlighted, is a key ingredient in 
how we think about the business. And finally, 
outperformance. Everywhere we play, in our view it’s 
critical, if we want to invest in growth and outgrow the 
market over time, to outperform our competitive set and 
therefore the objectives you’re seeing here are very much 
built on those four key ingredients. The real question is 
how do we achieve those objectives and how do we 
compound at the speed we’ve compounded in the past 
decade and the next decade.  
 
Our roadmap for the next decade is really focused on 
four big ideas. While we’re recognized as the leader in 
the Canadian marketplace with about one in five 
relationships or where we’re protecting one in five 
families and one in four small- to mid-sized businesses, 
our perspective is we’re not that big actually. And even 
though we’re 60% bigger than number two and about 15 
times bigger than the average player in the marketplace, 
we think there’s plenty of room for us to strengthen our 
leadership in Canada. So, I think it has to be clear that 
the room to grow in the Canadian marketplace is very 
significant and we intend to defend our territory in the 
next decade as a top priority. 
 
There are a number of things, and we’ll expand on that 
this morning, but first transforming the customer 
experience, both digitally as well as through claims. 
We’re aiming to have three out of four of our customers 
be advocates, three out of four of our customers be 
digitally engaged. To strengthen our leadership in 
Canada we intend also to bulk up our distribution 

platform, have deeper relationships with brokers, grow 
exponentially our digital channel, bulk up belairdirect, 
bulk up BrokerLink. You’ll hear a bit later this morning 
Anne Fortin, who is running our direct operation and our 
Chief Marketing Officer, talk about how we’ll go about 
doing that in the next decade. 
 
The second big idea is really to take advantage of the 
bigger sandbox that we created for ourselves a few years 
back and it’s to build the leading North American 
specialty lines insurer. We have a very strong team in 
specialty lines led by Mike Miller, who will come a little bit 
later this morning to talk to you about our game plan for 
the coming years, but there are really a number of basic 
ingredients here. The first one is the fact that we need to 
outperform in the U.S. And that’s what we call low 90s 
combined ratio. The second one is that we want to 
expand our distribution channel in the U.S. We’re present 
in 13 very specific verticals and we want to expand our 
distribution footprint in the coming years. Then we think 
there are consolidation opportunities in the U.S. So, big 
growth pipelines, both here in Canada as well as in the 
U.S., and both Mike and Lynn O’Leary, our Chief 
Operations Officer in specialty lines, will come and share 
with you how we’ll do that.  
 
The third big idea, just to show you guys that I’m the one 
who controls the slides, is to transform our competitive 
advantage. And we’ve talked about 650 basis points ROE 
outperformance over the last decade. The world is 
changing and we’re not taking our outperformance as a 
given. It’s not because you have a size advantage that 
you outperform. To outperform, you need to choose to 
outperform and invest your resources, choose your 
priorities, so as to generate outperformance, and 
therefore, in a world that’s changing, where data is 
exploding, where climate change is having a meaningful 
impact, we need to transform how we’ve generated out-
performance before. And that is rooted in three basic 
ideas.  
 
The first one, in risk selection, we’ve taken a sharp turn 
by integrating machine and deep learning in how we price 
for risk and how we choose risks and customers. And 
Jean-François Lessard, who’s our Chief Data Officer, and 
Christian Menkens, who’s our Chief Technology Officer, 
will come and share with you how we’re executing on that 
and how we’re building sustainability in our operations.  
The second element of transforming our outperformance 
is that in claims scale is also really important, but you 
need to use it to your advantage, in particular in the 
supply chain. And while everybody is talking digital, we 
think it’s hugely important, but in claims we want to go 
much deeper in the physical world. And Patrick Barbeau, 
who runs our claims operation, as well as France St-
Louis, who runs our claims operation in the U.S., will 
come and share with you how we’re taking that turn and 
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how we’ll move the needle from that point of view. And 
the third element is to build on our strengths in 
investment as well as in capital management.  
 
The fourth big idea is people. I talked about the 
importance of a strong culture and having highly engaged 
employees and as we look at the next decade there are 
three elements we’ll focus on in terms of making sure that 
we’re a top organization for talent across the country. 
First, remain a best employer, and I’ll share with you a 
little bit later how we do that. Second, make sure that we 
are a destination for top talent, because our challenge is 
to fuel growth with talent and outperformance requires 
that we have amongst the best people in country. Finally 
on the people front, the real challenge of the next decade 
is to make sure that we prepare our people and our 
human resources to make the most of the changes we’re 
bringing in technology and therefore tackling how to 
invest in our workforce to make sure that they’re at the 
right place at the right time to capture the opportunities 
available in the marketplace. 
 
I guess I should point out that on Ken Anderson, our 
Treasurer, will come and share with you what we’re doing 
on the capital front as well as Carla Smith, who runs our 
Corp Dev organization, who will come and share with you 
our M&A thought process for the next decade. 
 
So, I believe we have a good game plan and our 
objective this morning is to give you a sense of how we’ll 
go about executing on that game plan in the next decade. 
 
Thank you very much for your attention and I’ll invite 
Anne to come and share with you our game plan for 
Canada.  
 

 
Anne Fortin, Senior Vice President, Direct 
Distribution & Chief Marketing Officer 
 
Thank you for that great introduction and good morning. 
Thank you for being here. 
 
So, as you just saw, for the past 10 years, delivering 
exceptional customer experience has been at the heart of 
our strategy. It’s allowed us to consistently stay ahead of 
the competition and deliver a strong growth in earnings of 
more than 10% year over year. As we plan for the next 
10 years, one thing is clear: continuing to outperform the 
insurance industry will remain one of our key strategic 
pillars.  
 
Charles has mentioned our four objectives. What I’m 
going to focus with you today is on customers are our 
advocates. According to the latest Edelman study, there’s 
been a rapid growth in the public perception that the most 
credible source of information is someone like yourself. 

And when I say someone like yourself, I don’t mean you 
and your professional self; I mean you and your personal 
self when you’re talking to your friends and family. Don’t 
worry; I’m not going to go all esoteric on you this 
morning. I’m talking about the fact that as people are 
living their great experiences, they will have a better 
chance to becoming our strongest advocate and then 
having a chance to talk to their family, their friends, and 
their colleagues about the great experience they just had 
with us. While half of our customers are already 
advocates, our goal is to get to three out of four of our 
customers as advocates in the future.  
 
So how will we get there? Of course, we’ll continue 
placing the customer at the centre of everything we do 
and we’ll focus on four key strategies: brand leadership, 
engaging with our customers digitally, the power of 
choice, and a superior claim service. All this supported by 
our investments in Artificial Intelligence, behavioural 
science, software engineering, and design thinking. We’ll 
spend more time today talking about claims as well as 
our technology stack and capabilities, but right now I’d 
like to talk to you a little bit more about our brand 
leadership.  
 
But before we talk about brand, let’s meet our customers. 
There are many types of consumers within the insurance 
industry. They all have very specific needs. With the help 
of IBSA, an international research firm, we set out to do a 
segmentation study and I would like to share the 
highlights with you today. So, there are four main types of 
customers.  
 
First is the do-it-yourself. People who want to take control 
of their insurance process and are avid users of digital 
tools. As you’ll notice as well, so they constitute 21% of 
the population and you’ll notice that almost half of 
millennials will find themselves into that segment. It’s a 
segment that’s growing and we have to make sure that 
we go and meet them online. 
 
Second are the deal seekers. Pretty straightforward; 
they’re looking for a good deal. They have pretty simple 
needs and they want to know that when they give us their 
business they’re getting the appropriate discount. If they 
bundle their car and home with us, they’re expecting to 
get a discount.  
 
And then we have the advice seekers at 29%. So, the 
advice seekers want the help of an insurance 
professional. They want to know what’s on their policy 
and they want to know what’s impacting their premium. 
So for them, knowing exactly what their policy covers is 
extremely important.  
 
Then we have the do-it-for-me segment. This is the most 
demanding segment in the market. They expect a turnkey 
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solution, a trusting relationship, customer experience 
that’s second to none, superior claim service, proactive 
communication. You get the picture. 
 
So we have our four segments. We want to make sure 
that our brand portfolio covers the needs of the market. 
First, belairdirect is well positioned to answer the needs 
of the do-it-yourself and the deal seekers and Intact 
Insurance, who has a broader reach, can talk to the deal 
seekers, the advice seekers, which form the core of the 
segments that we’re covering with Intact Insurance, and 
of course for the do-it-for-me. And soon, with Guarantee 
Gold, this will help us expand our market share into the 
high net worth segment, better covering the need of the 
most demanding clientele within that segment.  
 
So, we are well aligned and we have an offer that fits 
every Canadian’s needs. We also have some of the 
strongest brands in Canada. Unaided awareness is a key 
factor of success in the market. Why, you’re asking 
yourself. Because when a consumer is shopping for an 
insurance provider, we want them to think about our 
brand and trust that this brand can answer their needs. 
It’s also a competitive advantage because it’s hard to 
replicate easily and rapidly. In fact, Intact Insurance, who 
started out in 2009 to build a household name, is now, 10 
years later, the number-one brand in Canada in terms of 
unaided awareness. And Intact Insurance has 10 points 
of advantage of unaided awareness over the top 
competitors. Closely followed by belairdirect, who has 5 
points of outperformance over the leading competitors, 
even though belairdirect is not present in all provinces, so 
a good national performance. Our goal in the next five 
years is to achieve 20 points of outperformance in 
unaided awareness, so we’ll continue to capitalize on the 
key strengths of our brand and continue investing in our 
brand. 
 
So, we are known. Better though to be known for 
something that people care about. So, we’re quite proud 
to know that we are also recognized for attributes that 
consumers consider the most important when they’re 
shopping for insurance. On this slide you see all the 
attributes that people are looking for when they want to 
find an insurance provider. And Intact Insurance is 
recognized for good value for money, superior claim 
service, and customer experience that’s second to none. 
The brand is outperforming the industry on these core 
three attributes.  
 
For belairdirect, it’s completely different. We’re setting out 
to differentiate not only from the competition but also 
differentiate our two brands. Belairdirect is recognized as 
a brand that provides online services that meets 
consumer needs, offers competitive pricing, and makes 
insurance simpler. Hopefully that doesn’t come as a 
surprise to you, because belairdirect’s vision has been 

and will be to simplify insurance for all. So, by surpassing 
the industry on these key points, we’re setting ourselves 
apart from the competition and setting ourselves up for 
success in the next decade.  
 
So, people will know us more and more. We’ll continue to 
fulfil their needs and delight them with experiences and 
that will translate in more of them becoming brand 
advocates.  
 
Let’s talk about our second strategy, digital engagement. 
How will we get to three out of four of our customers are 
digitally engaged with us? Well, we have experiences 
that are at the forefront of the industry, but instead of me 
trying to convince you of that, let’s watch a video. 
 
So, we’ve done a lot on the digital front and we’re well on 
our way to achieve our three out of four of our clients 
digitally engaged with us. 
 
Let me share with you our third and final strategy that I’ll 
be discussing with you today to get to three out of four 
customers as advocates, and that is giving our customers 
choice. So, we can build choice through many different 
ways and one of the ways is to build choice through 
people and digital. Consumers who value the advice of 
an insurance professional can turn to the broker network. 
There are over 6,000 broker offices across Canada. 
Brokers know the industry. They have the knowledge and 
they have the experience to assess the customers’ 
personal and commercial needs. They can recommend 
the right coverage and they can navigate the still rather 
complex world of insurance. And for autonomous 
consumers, they can benefit from our fully-integrated 
digital solution. We’re planning to achieve $180 million of 
web influence online insurance sales next year and our 
goal is to get to $1 billion in 2025. 
 
But we also want to build choice through product offering. 
We’re offering a wide range of products and services to 
ensure that we can cover the various needs and always 
meet consumers changing demands. As the largest 
home and auto insurer in Canada, we offer a unique 
breadth of products across our lines of business, 
proposing flexible solutions that are evolving with 
customer needs, whether that’s in personal or 
commercial lines. And we’ll have Lynn and Mike later on 
talking about how we will grow our speciality lines of 
business.  
 
And what’s exciting as well is that we have a new offer. 
Our new high net worth offering will help us penetrate a 
new business segment. We will leverage Intact’s 
capabilities, create a national division that will be able to 
propose an exclusive offer and compete with best-in-
class providers to serve the very specific needs of that 
clientele. We’re also working on a new brand name, 
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which I can’t share with you right now, but I will be able to 
very soon. Our objective is to quadruple our high net 
worth segment penetration by 2025 and become one of 
the key players in that segment.  
 
And finally, as our last expression of choice, onmi-
channel and how people want to interact with us. So, all 
digital interaction turns into a data point and then through 
data science we can use those points and use that 
science to improve the customer journey. Also, to help 
our teams provide a second-to-none customer 
experience, we’re implementing an omni-channel 
approach. We’re building a unique platform, Contact 360, 
that will unify the customer experience across all of the 
channels to allow our employees to optimize how they 
interact with our customers. The broker network is also 
leveraging the same tools to always provide best-in-class 
experiences. And all this because we have to be relevant. 
To be relevant is key. According to a Gartner study, a 
brand that’s able to meet needs in a tailored way will see 
a 20% increase in the purchase or repurchase intent 
towards that brand. So it’s very important to be there for 
our customers when, where, and how they want, while 
adding value at each and every touch point, to build 
customer advocacy.  
 
So, where will all these efforts take us? Well, over the 
next 10 years we will focus on strengthening our 
leadership position in Canada and to achieve that 
objective, amongst many other things, we’ll leverage two 
very important assets, BrokerLink and belairdirect. 
BrokerLink will continue to grow and expand its local 
footprint, reaching $3 billion premium and representing 
50% of our distribution profit. And for belairdirect, as a 
leader in simplifying insurance for Canadians, belairdirect 
will simplify and harmonize its offer across Canada to be 
able to simplify the products and provide our shorter and 
easier quote process and buying process for our clients 
and a better self-serve experience. All this to achieve an 
industry-leading expense ratio of 15% in the next five 
years, reaching $3 billion in premiums. 
 
So, in summary, we have a proven track record of 
outperforming the industry, delivering second-to-none 
customer experience. Our employees and the broker 
network are our biggest strengths. They make sure that 
our clients receive the insurance products and services 
that fit their own unique needs when and how they want 
it. We will continue to further improve these interactions 
with the help of Artificial Intelligence, behavioural science, 
software engineering, and design thinking, and that’s why 
we’re confident that we will reach our goal and see one 
out of three Canadians become our customers.  
 
Thank you and let me now introduce to you Lynn and 
Mike. 
 

Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Thank you, Anne. Good morning, everyone. 
 
Anne, in her concluding remarks, was referencing the 
Gartner study that highlighted customer attraction and 
retention being driven by providing tailored solutions, 
which obviously is a nice segue to the specialty 
operations.  
 
As you’ll recall, when we started two years ago, when we 
stood before you just two years ago after the acquisition 
of OneBeacon, we laid out a number of objectives that 
we thought were critical for us to become a North 
American specialty leader. And we said as we 
progressed over the next couple of years there were key 
objectives that we had to achieve in order for us to have, 
if you will, the license to continue to grow and expand 
those capabilities. So, what we said two years ago were 
that, as Charles highlighted, first of all, we thought it was 
critical that the U.S. operations were able to operate in 
the low 90s combined ratios, that we would get there by 
really accomplishing and driving on a number of different 
core themes.  
 
Number one, we’d invest in our industry-leading speciality 
segments, of which we had a number. Number two, that 
we would look to recalibrate the U.S. portfolio and look 
for those businesses that were not key contributing 
performers and, in fact, as we’ll share with you as we go 
forward, this is a hallmark of being in the specialty 
business, the continued ability to look at those segments, 
to understand the characteristics of the business 
performance and your position in the marketplace, and to 
readjust as needed as we go forward. Third, that we 
would import the IFC claims expertise to the U.S. 
platform, and France will spend a few moments with you 
later to highlight a number of those things. And finally, as 
part of all this, that we would realize the targeted 
synergies that we put in place as an objective at the 
beginning of the acquisition.  
 
So, how have we done on that over just the last two 
years? We said we would achieve these by the end of 
2020 and I’m pleased to update you where we are at this 
stage. So, through the first three quarters of this year, 
excluding our most recent announced exit from the 
healthcare segment, our underlying go-forward business 
is performing in the U.S. at just under a 93% combined 
ratio. Importantly, our non-PIP, or profit improvement, 
businesses are growing significantly at 11%. And it’s key 
and essential that as we are recalibrating the portfolio 
and have exited the businesses noted on here that the 
businesses that we look to continue to take forward are 
expanding their market-leading positions, and that is 
evidenced in the growth. As well, we have already 
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achieved 50% of the targeted synergy savings that we 
laid out at the beginning, and France will give you an 
update on this as well, and we expect full realization of 
those claim synergy amounts in 2020 and 2021 as we go 
forward. And finally, last year we had already achieved 
the run rate savings that we put out in the integration at 
the time. 
 
As well, we said we would expand the overall portfolio on 
a North American basis to drive the premium level with 
the underlying performance in the low 90s to $3 billion 
and I’m pleased to tell you that we’re on track to do that. 
With the most recent announced acquisition of The 
Guarantee as well as our anticipated growth that we 
project in 2020, we are on track to attain that level. And 
how have we done that? We just highlighted, and Lynn 
will spend a few moments with you, sharing the benefits 
that we see of the excellent alignment with The 
Guarantee and Frank Cowan acquisition. We’ve also 
expanded the geographic footprint. We said we would 
bring capabilities to Canada and Canadian capabilities to 
the U.S. We have already established in the last two 
years five North American specialty operations where the 
business is led by a singular leader across both 
countries. We’re leveraging the product capabilities, the 
service capabilities across each of those segments. We 
believe this will contribute to both our growth as well as 
our underlying profit outperformance. And finally, we said 
we’d leverage the deep distribution relations that Intact 
has in Canada and we’ve done that successfully by 
expanding our Canadian speciality operations at a 15% 
compounded annual growth rate.  
 
So, as we go forward and we think about the market 
environment that we are in in the current term, a couple 
of highlights that I would give you. And for those of you 
following the market analysis and calls, this will not be 
new themes, but it is our updated view for you. The 
current state of the market in the specialty segments 
across both Canada and the U.S. are best described as 
firming. Firming in terms of both the pricing environment, 
the risk calculation estimations, and the ability to attract 
and retain customers. In certain segments, such as the 
excess property segment in the U.S. as well as in 
Canada, you would describe the market as hard. And by 
hard we mean that there is a challenge in terms of being 
able to place risk and an availability issue, not just a 
pricing issue. In most other pieces of the market, the 
reason we describe it as firming is, for the most part, 
there is not an availability issue, it is a price issue. And it 
is really an effort to re-establish pricing margin adequacy 
across the portfolio.  
 
In most segments in the U.S. we see mid to high single 
digit price increases that we have been obtaining through 
2019 and we would project those into 2020 as well. In 
Canada, that level would be in the high mid single digit 

range. And that’s a level that we are attaining today and 
we project as well into 2020 and into parts of 2021.  
 
In addition those elements that are just the firming market 
that is an effort to regain and establish the underlying 
core profitability, we also see distribution shifts going on. 
One of those that I would highlight most significantly in 
the U.S. is that in fact, over the last 20 years, there’s a 
little known or watched phenomenon going on inside of 
the U.S. distribution marketplace and that is an 8.5% 
growth rate in the MGA sector across the last 20-year 
timeframe. That is a meaningful, meaningful amount. In 
fact, it’s evident in the last 18 months with four MGA 
internalizations, if you will, with those being each in 
excess of $100 million of premium being placed into the 
marketplace. We see this as an opportunity for us to 
invest in distribution in the U.S. and in Canada and, in 
fact, Frank Cowan Company with The Guarantee 
acquisition is good evidence of that. We believe this 
aligns perfectly with our specialization focus, because, by 
its very nature, MGAs are focused on a single sector or 
segment and bring, generally, underwriting claims and 
focus support to that market segment. 
 
Over the longer term we would highlight that we look at 
the North American specialty marketplace as roughly 
$175 billion of available premium and would highlight 
there is not a single carrier across that industry 
landscape that attains more than a 10% market share. 
Therefore, we believe we not only have the opportunity in 
front of us that we’re executing on today to grow in the 
double-digit range on a premium standpoint organically, 
but clearly through acquisition opportunities as well. 
 
So, as we look forward then and we think about the next 
five years inside of this decade, we believe that we have 
the opportunity to double the numbers that we just put in 
front of you two years ago. The hallmark and the 
cornerstone of our ability to do that though will be based 
upon that sustainable low-90s combined ratio. We 
believe that is the calling card that consistent profitability 
to enable us to consolidate the marketplace as well as to 
expand organically as we build out additional capabilities 
beyond the 20 different focus segments that we have 
today. We believe that the current run rate and trended 
results on the U.S. marketplace, as well as our underlying 
profitability in the Canadian speciality segment, already 
position us running at the low 90s and, importantly, we 
think we have the infrastructure in place to continue to 
deliver that on a sustainable basis.  
 
In addition to that, on the distribution side, as I just 
highlighted to you, we believe we have the opportunity 
because of the expertise that we bring, the trust that we 
build through the relationships we have, and the 
enhanced service capabilities we will bring in claims, that 
we have the ability to broaden and deepen the 
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distribution relationships that we have, which include the 
fact that in the U.S. we have over 50% of our distribution 
relationships do business with only one or two of our 
current business unit segments. So, the opportunity is in 
front of us in the current distribution as well as the 
opportunity, as I just highlighted, for us to broaden our 
distribution reach through the MGA-focused 
segmentation.  
 
And finally, the opportunity that will be presented to us in 
that fragmented marketplace to consolidate, we believe 
we have opportunity in existing segments to grow 
significantly as well as to add new organizations through 
acquisition opportunities, and I think one of the best 
examples we have of that today, which Lynn will now 
share with you, is The Guarantee and Frank Cowan. 
 

 
Lynn O’Leary, Chief Operations Officer, Specialty 
Solutions 
 
Thanks, Mike.  
 
I’d like to talk to you a little bit about both the 
opportunities The Guarantee and Frank Cowan bring to 
us and also the immediate impact that we will see from 
those opportunities. 
 
First of all, The Guarantee writes $190 million of surety 
business. This will make Intact the number-six writer of 
surety business in North America. It also brings to us a 
team of individuals with recognized industry experience 
across multiple surety segments, including contact 
surety, commercial surety, and developer surety. This 
team has a proven track record of profitable premium 
growth in both Canada and in the U.S. On the Canadian 
corporate insurance side, The Guarantee writes $70 
million in segments that are consistent with our speciality 
segments in Canada, including lines such as D&O, E&O, 
crime/fidelity, and transportation. Finally, you heard both 
Charles and Mike refer to the distribution and our goal to 
optimize our distribution network; Frank Cowan is a 
leading MGA in Canada and brings a new distribution 
model to Intact in the form of an MGA. They will also 
contribute both in the retained premium and in distribution 
income.  
 
So, what are the key opportunities? One of the key 
opportunities that this transaction brings is our ability to 
enhance our surety platform. The combination of Intact 
and Guarantee’s surety organizations present three key 
opportunities. One, as the number-six surety writer in 
North America, we will be in a position to better leverage 
our existing distribution network. We will also have an 
opportunity to broaden that network with the addition of 
other streams of distribution on the surety segment. With 
a combination of our ability to leverage the network and 

having that additional access to other distribution 
streams, we will have cross-marketing opportunities that 
we’re prepared to capitalize on. Second, we’ve been 
looking for an opportunity to enter into the U.S. contract 
surety market. This is a $5 billion market with a lot of 
opportunity. The Guarantee brings us not only into that 
market but in in a very strong way with an experienced 
team that has established itself as a leader in contract 
surety in the U.S. Third, the combined ratio performance 
of less than 70% and that strong performance really 
positions us for future growth and profitable growth in 
both Canada and the U.S.  
 
Next, in continuance of the diversification of the 
distribution platform, Frank Cowan provides us with an 
opportunity to diversify distribution with one of Canada’s 
leading MGAs. As we look for opportunities to expand our 
distribution footprint using MGA-type models in the future, 
we will benefit from Frank Cowan’s expertise, their 90 
years of proven ability to forge relationships not only with 
their insurance partners but also with their customers, 
and their ability to make meaningful contributions to the 
growth and profitability of Intact. 
 
So, how will we deliver on outperformance and improve 
the combined ratio by 10 points? We will capitalize, 
internalize, and diversify. First we’re going to capitalize 
on Intact’s framework, their speciality and expertise in 
both risk management and pricing, as well as claims 
handling, will allow us to improve the business portfolio in 
specialty lines, in commercial lines, including personal 
lines and high net worth. Second, we’ll internalize and 
leverage the IFC in shared service areas such as 
investment management, IT, and reinsurance, which will 
allow us to achieve our targeted synergies of $20 million. 
Finally, the diversification of the distribution network. Both 
with the addition of an MGA and the additional 
distribution streams we will get through the surety market 
will allow us to out-deliver on our performance. 
 
Before I turn it back to Mike I just want to provide you an 
update on the integration. So, we have received approval 
from both the Department of Insurance in Michigan and 
the Canadian Competition Bureau. We are currently 
awaiting approvals from OSFI and from the Minister of 
Finance, but we are very confident we’ll close this 
transaction in the fourth quarter. 
 
From a people perspective, our senior leaders have met 
with over 500 employees from Frank Cowan and from 
The Guarantee. We are fully committed to deliver on 
promises we made to them during those meetings, which 
includes giving them confirmation of their role, their 
manager, and their location within 30 to 60 days of 
closing. 
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From a customer perspective, we have successfully 
retained over 90% of the Frank Cowan and Guarantee 
employees. This will help us maintain not only the current 
customer base but also reach new customers going 
forward. 
 
And finally, we have had 15 working streams that we 
assembled to work on the integration. They’ve been 
working with their future colleagues at both Frank Cowan 
and The Guarantee, driving towards our day-one 
mandates. Particularly, we’ve been focused on the Frank 
Cowan Group and really developing and transitioning a 
combined surety organization and building out the high 
net worth business, which is a new business opportunity 
for Intact, and increasing our IT fluidity. 
 
Mike? 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Very good. Thank you, Lynn.  
 
So, what are the takeaways? I think as we stood here a 
couple of years ago and put up some pretty ambitious 
goals for 2020, the key highlight would be we’re on track. 
We’re on track not only to reach the $3 billion of premium 
by the end of next year but also, importantly, to derive 
sustainable low-90s performance across the 
organization. In fact, on a combined basis today, we’re 
highly confident that the underlying combined ratio across 
North American specialty is performing in the low 90s. 
 
In addition to that, the combination with The Guarantee 
and Frank Cowan broadens our capabilities in terms of 
the businesses while also deepening our strong positions 
in some of our most profitable market-leading segments. 
It also brings the new opportunity that we are excited 
about leveraging, as I’ve mentioned numerous times on 
the MGA front, and we look forward to working with our 
colleagues at Frank Cowan in this new venture. 
 
Importantly, it leverages though, in Frank Cowan, in the 
public entity segment in Canada, a market presence that 
we also have in the U.S. in what is called the government 
risk business, which is the same municipality market, 
albeit in different countries. So we believe we’re well 
informed on the opportunities as well as the necessary 
competitive capabilities to do extremely well on a North 
American basis in the public entity sector. 
 
And finally, the takeaway is that we are again re-
establishing some bold objectives with believing that we 
can, over the next five years, double the size of the North 
American specialty operations to $6 billion, delivering top 
quartile underlying performance with a sustainable low 

90s combined ratio and we’re on track and excited to do 
so. 
 
So, with that, I’ll turn it over to Husayn to take you to the 
next break. 
 

 
Husayn Hirji, Manager, Investor Relations 
 
Thanks, Mike. We’ll now take a short break. We have a 
line-up of three very exciting presentations that you won’t 
want to miss next, so if we could all aim to be back in the 
15, 20 minutes, that would be great. Thank you. 
 

 
Break 
 

 
Husayn Hirji, Manager, Investor Relations 
 
Great. So, as part of our strategic roadmap, as Charles 
alluded to earlier in the day, you have heard how we will 
strengthen our leadership in Canada as well as how we 
are building a North American specialty leader. Here to 
kick-off the three-party segment on how we will transform 
our competitive advantages is Christian Menkens and 
Jean-François Lessard to speak about how we aim to 
become the best AI shop in the world. 
 

 
Christian Menkens, Senior Vice President and Chief 
Technology Officer 
 
Thank you for the introduction. Good morning, everyone, 
and welcome back from the break. I’m Christian 
Menkens, Chief Technology Officer, and I have the 
pleasure today to be here with my colleague, Jean-
François, our Chief Data Officer. 
 
I would like to briefly talk to you about how we are 
transforming our competitive advantage in tech, in 
technology, and how we’re building out technology 
platforms, and then afterwards JF is going to take over 
and talk to you about how we are transforming our own 
competitive advantage in data, in AI, and in machine 
learning. 
 
So, when we look at our digital experience and our digital 
relationship with our customers, we are looking at this in 
the circle that you can see on the slide here. So it starts 
with really creating and offering great digital experiences 
and ever better digital experiences. This feeds into an 
increased adoption of our digital channels and increased 
adoption of those experiences that the customers are 
offered by us. And through that we can accelerate 
collecting more data points around our customers and 
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their experience and their engagement with us. And 
through this increase of collection of data points and 
data, we then are able to create more sophisticated AI, 
more sophisticated segmenting and pricing that we can 
use to have a competitive advantage and that we can use 
in analytics and machine learning and AI, and in turn this 
we can then use to even provide a better customer 
experience and a better digital experience to our 
customers. This circle really enables us to turn a great 
experience that we’re offering to an actual competitive 
advantage in the market. And in addition to that, the circle 
also directly supports the two main goals that also 
Charles and Anne and Louis may have mentioned before 
that we want three out of four of our advocates and to 
actively digitally engage with us to really use our digital 
tools and engage with us through these channels. 
 
If we’re looking at our technology team and our 
technology budget, we are continuously investing into 
new software development to modernize our applications, 
to digitally transform our applications, and we are also 
continuously investing into the profile and the skills of our 
technology teams. As you can see in the bars here in the 
blue, we are able to strongly grow our development 
budget for new application modernization to $150 million 
in 2019 while, in green, we kept our operations and our 
infrastructure relatively flat over that period of time. We 
have about 1,400 technology experts on our team and 
they have a very broad skill set and a very broad profile. 
They cover everything from technology, computing, 
infrastructure, security, and datacentre, and it’s about a 
60% growth in staff over the last six years. This 
technology team has about 450 software 
developers/engineers to build these core platforms. They 
have about 140 AI experts in the data lab, about 100 
digital developers for the digital channels, as well as 
about 40 designers, design thinkers, and design 
specialists in the digital lab that we have. 
 
Now, if we look a bit in more detail into our digital 
transformation, our modernization of our five core 
platforms that we see in the circle, commercial lines, 
personal lines, broker, billing and claims, we can see that 
the right technical engineering of these platforms really 
fuels and enables our digital agenda and it also fuels and 
enables our AI, machine learning, and data capabilities in 
the future. We are about 80% completed with the 
modernization of these platforms and, as you can see in 
the figure, they are the single backbone for our customer-
facing applications like you see at the bottom, the web, 
the mobile, the social media. And they’re also the 
backbone for our agent and broker systems that enable 
them to really provide great customer experience on the 
phone or in person. 
 
As you can see in the centre of the circle, there is a new 
central 360-degree client database. So, this is a new 

concept that we’re implementing and it creates for us a 
single central view of all the client data. So we can 
manage all the policy data, all the claims data, all the 
billing information, everything around a central view, a 
central view of the client instead of a product or a policy-
centric view. By engineering everything this way, we can 
create more higher-quality and more structured data that 
we can then provide to data analytics, to machine 
learning, and AI to get us an advantage out of that. One 
example of that data is, for example, 4.7 million policy 
data sets that we’re managing currently, which includes 
policies from the past, the future, client information, billing 
information, product, risks, a whole site of everything that 
we know about the customer. 
 
As Anne already mentioned in the presentation before, if 
we look in our client communications we are really 
working on integrating our five core platforms with a 360-
degree client communication framework, a platform which 
is built on the industry leader sales-for-service and that 
platform is going to really enable us to have a very 
central omni-channel experience on all the current and 
future communication channels that we’re going to have 
with the clients. Like you see at the bottom, email, chat, 
voice, SMS, push notifications to mobile devices, and 
even co-browsing to support the client really first hand. 
This is a brand-new program. Around September we had 
the first deployment. The first deployment included belair 
Chat. We also had a claims automated emails and SMS 
system implemented and there is much more to come in 
the future. 
 
So, what this client platform really allows us is to manage 
all the communication data around the client centrally in 
one place. And even it allows us to capture new data 
points, like images, voice, video, all these things which 
we didn’t have before. Overall, we are anticipating about 
9 million client interaction data points collected in 2020 
through this platform. And obviously this platform, 360 
communication, with the one I showed before around our 
central client data view, is enabling us to really 
understand the full journey of a client throughout our 
systems, our experience, and also giving us the 
advantage to feed new kind of data into analytics and AI 
and create new experiences.  
 
In the first example I would like to show, we can see how 
are new platforms are, first of all, enabling us to really 
create digital experiences really fast. And the second one 
is actually paving our way to a touchless claim. So, the 
new claims platform, one of the five platforms that I’ve 
said before, the new claims platform enabled our digital 
team to really create a new mobile claims experience 
really fast and quickly. They rolled it out in three months 
national across belair and Intact and it was a very 
successful rollout really quickly. As you can see in the 
video, the customer is able to send photos right away 
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from the claims process on the mobile device of the car 
damages and the car and they have guidance on this 
mobile device right away so the quality of the photos we 
receive is much higher because of that guidance. And of 
course the photos are a new data source for us, for the 
claims team as well as for our data and IA teams. 
 
On the customer side we see about a 15% faster 
claiming process for the client, because we’re pre-filling a 
lot of information from the policy system at the claim 
system already into this process. And of course we’re 
enabling a 24/7 claims system now for the customers 
through digital. Overall, we see about 60% of our digital 
claims coming from a mobile device and 40% of these 
mobile device claims already include those photos. We 
see that if we combine our digital data points with 
machine-learning AI, we can create much faster cycle 
times in our claims process and we are also paving our 
way for our touchless claim. So, this is the end goal that 
we see here. 
 
In the second example I want to show is we see how a 
telematics UBI stack is really leveraging our AI through 
massive amounts of data. In telematics UBI we created a 
completely new platform, a completely new infrastructure 
that really allows us to scale our solution while we’re 
securing both our data and our intellectual property. In 
terms of data, UBI telematics is one of our biggest data 
creators. We have about 20 data points collected for 
every second of every trip of every customer that kind of 
gets to about 400 billion data points we already have in 
our private data lake right now. And we’re growing at 
about 45 billion data points collected every month. Our 
private data lake is flexible. Its growing ingestion of AI 
data is scalable and it enables our AI team to create 
proprietary algorithms and proprietary experiences on top 
of this data really easily. 
 
In addition to the driving data we’re already collecting, 
like the speed of the driving, the heading, the hard 
braking and hard acceleration, and of course GPS, we’re 
now collecting a couple of new events like distracted 
driving, we’re capturing all of the cornering turns, we are 
capturing the time of day and some of the road conditions 
that the driver is going on. In addition to that, we even 
capture some raw data from the phone, like the 
accelerometer, the magnetometer, and the gyroscope. 
So, we really focus on what’s really hard to replicate in 
the market for anybody else. 
 
Now I would like to briefly talk about security and, for us, 
superior customer experience is always a secure 
customer experience. We have a great responsibility if 
the customers trust us with their data and that’s why 
cyber security has already been a top priority for our IT 
organization. We are implementing the National Institute 
of Standards and Technology Framework, which is 

illustrated on that slide and, as you can see on the top 
left, in the last independent assessment by KPMG we 
outperformed the North American insurance industry in 
14 out of the 15 security domains that they assess us on 
and the last one we were on par with everybody else. 
The framework rotates around these different aspects 
identifying and governing all risks that you want to 
protect, really protecting all the assets and all the data 
that you have in your systems, detecting all security 
events quickly and of course responding to them, and 
then really securing those incidents quickly to close down 
your systems and make it secure again. 
 
Before I hand it over to JF, I just want to talk briefly about 
our core principles in security. The first one is hard to get 
in, which is really only authorized people have access to 
systems and data either from the inside or from the 
outside. Second one is hard to get out, which really 
means we insure that no data is going to leave our 
secured systems either advertently or inadvertently. The 
third one is only the data you need. Giving access to data 
for our employees has always been a success factor of 
this company and we’re going to continue that and we’re 
going to make sure that every person in the Company 
has access to exactly that data that he or she needs in a 
secure way. And the last one is leaving a signature. We 
want to make sure everybody leaves a trace accessing 
data and accessing systems in our monitoring systems. 
 
So, that’s it from my side and now over to you, JF. Thank 
you. 
 

 
Jean-François Lessard, Chief Data Officer 
 
Thank you, Christian. 
 
Over the past 10 years we have beaten the insurance 
market by 650 basis points. As we look ahead at the next 
10 years, we are well aware that what got us in this 
position won’t be sufficient to keep us there. As the 
largest player in insurance in Canada, we have access to 
more than 20% of the data available in the industry. This 
is an important advantage. Two and a half years ago we 
set ourselves upon a path to reinvent this advantage and 
we decided to start where one-third of our 
outperformance is generated, which is risk selection. 
That’s where we started our AI journey and we are off to 
a good start. We are already growing and we are 
expanding our capabilities companywide following our 
initial successes. 
 
If we look at the graph at the top, we are off to a good 
start. We’ve gone from 0 to 60, so to speak, very rapidly. 
We have delivered $40 million in annual recurring 
benefits. Our approach is to capitalize on the many high-
potential projects that AI brings to the table. We created a 
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solution-oriented team that is focused on delivering value 
and production and in doing so in a way that is scalable 
for the future. Today I’m going to discuss how, through 
strategic alignment, execution discipline, and strong AI 
engineering foundations, we are achieving all of that. 
 
It’s very important to us to be connected to our business’s 
priorities. When we prioritize use cases, we sit down with 
our operators and their actuarial teams in order to 
understand what is the macro strategy of the operators, 
but also their micro-level understanding of what are their 
day-to-day pain points and the opportunities they seek 
and what they do. Then our scientists sit down with those 
operators and they flesh out the ideas in two complete 
problem statements where they can access the 
complexity, the data availability, and also what is the right 
scientific technique to tackle their problem. Then 
everybody sits together and prioritizes based on financial 
impact, customer experience, and transformative 
potential. Everybody stays connected throughout the 
project and the connection even grows stronger as each 
of our projects are regularly steered through committees 
where everybody is together and can realign. 
 
Once we choose the right project, we shift our focus to 
delivering value as fast as possible through execution 
discipline. Not a single project that we have done up to 
now has gone according to initial expectations. Our goal 
is iterate as fast as possible in order to course correct as 
often as possible. To do so, we slice our projects into 
smaller pieces so that we can have, throughout the 
project, clear break points where we can either stop the 
project and move on to a better use case, implement in 
production, or simply keep iterating and improve. We 
think that this is what makes us special compared to 
other AI teams that are more research oriented. It’s one 
thing to have the technical know-how and the scientific 
know-how; it’s an entire other ball game to purposefully 
deliver on value-added enhancements and projects, 
unafraid to abandon or set aside ideas that once seemed 
promising.  
 
Before talking about the third pillar I’d like to share a use 
case example as a proof point. The job of our commercial 
lines underwriters is critical to our profitability. It’s their job 
to decide which risks fall within our appetite. It’s a very 
complex process, since every risk is different. They have 
to choose from hundreds of possible questions which 
ones are relevant to the risk they have in front of them. 
And that’s where our underwriting advisor comes to play. 
If we take, for example, the analysis of theft risk for a 
hardware store, the underwriting advisor would first look 
at the contents limit. If it’s high enough, maybe the first 
question is going to be about the building type. A risk in a 
mall is low risk for theft, so probably the process would 
stop there. If it’s not the case, the underwriting advisor 
might ask questions about opening hours, presence of 

stock outside, or the video surveillance of the premises. 
The questions are generated as the process goes based 
on what we know about the risk, prior distributional 
knowledge of the industry, and the answers to the 
previous questions. The result is that we can ask tailored 
questions and often within four or five questions we get to 
an accept, refer, or reject decision.  
 
If we relate back to our pillars, in terms of strategic 
alignment it was very clear that we had opportunity to 
streamline our flow when we underwrite commercial risk, 
as sometimes it can take a few days to complete the 
process. We also have a talent shortage for underwriters, 
which, in the context of our ambitions in specialty 
solutions, was a key issue to our operators. So, we found 
the right scientific technique and today we can underwrite 
many risks within minutes. In terms of execution 
discipline, I’m proud to say that after four months we had 
a working prototype in production. After six months our 
prototype was performing to human level. At twelve 
months, about two-thirds of the classes we write were 
covered by the two.  
 
So, it’s important to us to select the optimal use cases to 
execute with discipline and in iterative matter, but we also 
want to do that in a sustainable and scalable way. 
Traditional advanced analytics rely on silo than rather 
sequential way of doing things where you have data 
preparation, handoff, modelling, another handoff, then 
implementation. We try to break the silos and work in an 
integrated way. We give our data scientists data that 
mirrors production and ask them to develop code that can 
be put in production with minimal refactoring. The result 
of that more integrated pipeline is that we have fewer 
handoffs, fewer errors, but more importantly, the overall 
implementation cycle is five times faster.  
 
It gets very important in a project like our revamp of our 
personal lines rating using AI. In 2017 we decided to use 
state-of-the-art to our two largest personal auto lines of 
business and rating. The result was that we were able to 
push outwards our efficient frontier and we generated 
one point of combined ratio outperformance in the 
process. We are now making a push to expand those 
techniques across Canada and also for both our home 
and auto lines of business. And we do that using the 
principles of the previous slide: the right data set, a 
pipeline that is robust, and governance for scalability. By 
having that process, we can be more responsive to 
industry trends, which further leverages our largest data 
set in Canada. Also, it creates a situation where the best 
practices and state-of-the-art are embedded in our code, 
which empowers our hundreds of actuaries into using AI 
in their day-to-day jobs, thus creating even more insight 
through the latest techniques available. 
 



Intact Financial Corporation 2019 Investor Day  

Wednesday, November 20, 2019 

 

          Page 12  

So, to wrap things up, we are off to a great start to our 
reinvention. We have created $40 million in annual 
recurring benefits and we have even bigger ambitions 
than that. We want to be recognized as the best AI 
insurance shop in the world. We are staying connected to 
cutting-edge research through our university partnerships 
and we are also in the advance stages of opening an 
office Hong Kong in order to create a new talent pipeline 
and also to get exposed to new ways of thinking. We are 
confident that our three pillars of strategic alignment, 
execution discipline, and strong AI engineering 
foundation are going to put us in good shape to achieve 
our ambitions. We are not just talking, we are delivering 
value. We are not just growing, we are built to scale. 
We’re not just moving fast, we are gaining momentum to 
move faster. Thank you. 
 
So, next we’re going to have France St-Louis and Patrick 
Barbeau, who are going to discuss our outperformance 
reinvention in claims. 
 

 
Patrick Barbeau, Senior Vice President, Claims 
  
Thank you, Jean-François. Good morning. I’m going to 
talk about transforming our competitive advantage in 
claims. 
 
By leveraging our size, our claims operations have 
contributed to about three points of ROE outperformance 
in the last decade and we see opportunities to further 
increase that gap in the next decade. Today I will give 
you concrete examples of how we will accomplish this 
and how we will further enhance the customer experience 
through digital and supply chain management.  
 
Across North America we now have a significant footprint 
with over 3,800 claims employees servicing more than 
500,000 claims each year. Over the last decade we have 
progressively internalized many functions involved in the 
claims process and today 99% of the adjusting and 70% 
of the legal work is done by our own employees. Also, 
70% of the property and auto claims and above 50% of 
our first party health claims are involved within our  rely 
network. Our size, illustrated by a few stats on this 
screen, enabled our capacity to get involved in the 
purchasing of car parts, opened four service centres, 
make the acquisition of On Side, and start internalizing 
other functions like engineers, accountants, and health 
professionals. In the coming months and years we see 
further opportunities to leverage our size and deep claims 
expertise to create a second-to-none and efficient claims 
experience that will deliver additional competitive edge.  
 
Our goals are clear. We will reduce customer effort by 
30% and continue to improve customer experience to 
reach 75% NPS. With an engaged best-of-breed claims 

team, we will deliver this experience while reducing cycle 
time by a third, producing an estimated 12% efficiency 
gains on claims expenses in three years. Our aim is to 
increase our contribution to the out-performance from 
three points today to four points, two points coming from 
claims expenses and two points from indemnity cost 
controls. Let’s now look at three specific ways we will get 
there. 
 
Firstly, the acquisition of On Side. While this acquisition is 
a customer experience play, it has attractive financials. 
The expected rate of return on the deployed capital for 
this transaction is above 20% with a projected 
contribution to pre-tax operating income to reach $25 
million by 2021. While the deal brings a level of 
diversification to our property insurance results, our goal 
is to increase the capacity in this fragmented market and 
simplify the overall claims experience. On Side has been 
a successful consolidator and additional opportunities 
exist. On Site has been a leading partner of Intact for 
many years within our Rely Network. It is the largest 
restoration company in Canada and certainly amongst 
the best operators in this industry.  
 
Working together in redesigning our processes, we aim to 
reduce total cycle time in property claims by 50% 
compared to the average 90 days we see on average. 
We have already started to deploy video capabilities in 
the estimation process, repair planning, and real-time 
monitoring. In case of natural catastrophes, having the 
capacity to respond quickly not only in responding to our 
clients but by deployment emergency and repair services 
as fast as we can is key to customer satisfaction and cost 
control. On Side has the capacity to mobilize teams 
between regions, to all of their clients, given its size. A 
recent example was Hurricane Dorian last September 
when our teams in Atlantic responded very quickly and 
with high service quality, as outlined by an historical high 
NPS above 80% for the event. 
 
Secondly, on the auto side, through our four service 
centres we service 15,000 customers per year. We have 
been able to reduce cycle time by 40% compared to the 
regular process and our one-stop-shop service has 
produced an NPS nine points higher than average auto 
clients. While we might consider opening additional 
service centres similar to the existing four, with digital we 
can replicate many aspects of the customer service 
experience in partnership with our Rely Network. Today, 
our clients can file their auto PD claims digitally from their 
phone, taking pictures of the damage on their car and 
sending us basic information of their claim within a few 
minutes. This allows us to expedite the process. Clients 
who have used this experience since launch have seen 
their cycle time already reduced by 15% and they are 
more satisfied, as outlined by an increase of nine points 
in the NPS. Our goal is to have more than 50% of all our 
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auto PD claims to go through the service centre or the 
digital experience.  
 
Finally, the new customer experiences I have outlined for 
auto and property will reduce customer effort and shorten 
the cycle time, but it also creates internal efficiencies and 
it reduces indemnity by allowing additional control 
throughout the claim. Lately, technology in cars has 
created inflation in the cost of repairs because of more 
expensive parts and more complex repair process. 
Recently, our actions and internal controls have allowed 
us to decrease by 5% the usage of OEM parts and out-
perform the industry by one full day of rental per claim on 
average. Ultimately, since the beginning of the year, our 
cost of repair has increased by 1.5% year on year. This is 
compared to a 3.5% increase for the industry on average 
over the same period. 
 
That covers my part. I will turn it over to France to talk 
about the U.S. action plans in claims. 
 

 
France St-Louis, Deputy Senior Vice President, 
Claims 
 
Thank you very much. Good morning, everyone. 
 
On the U.S. side, our strategic plan is designed to 
contribute to the organization goal of achieving the low-
90s objective, combined ratio objective. 18 months ago I 
moved to Minnesota after 20 years at Intact Quebec. The 
focus for the first year was to execute on the synergies 
and identify other opportunities to contribute to the low-
90s objective.   
 
Our global action plan seeks to achieve an annual saving 
of $35 million by 2021 or approximately three points of 
combined ratio. And this will be possible by focusing on 
the three pillars that are shown. First, improving our 
claims handling; second, internalizing and improving the 
management of the litigated files; and the third one is 
leveraging the strong expertise that we do have both side 
of the border. The execution started in 2018. We have a 
third of those savings already delivered, which gives us 
confidence that our action plan is working to contribute to 
the low 90s. But let me start with some context about 
U.S. specialty claims. 
 
The claims department consists of 280 employees in 15 
locations across the U.S. We handle 35,000 claims per 
year and, of those claims, two-thirds are casualty third 
party. Those files are more complex and have a longer 
average duration. The claims differentiator of speciality is 
the ability to use expertise versus scale, but the strategic 
differentiator is that we can also benefit from scale from 
the Canadian business. So let me share some examples 
of the progress that we’re making. 

The first pillar is about straightening the claims handling. 
Our objective is to identify the high potential exposure 
claims as early as possible in order to ensure pro-activity, 
right strategy, and right counsel, if needed. We will 
accomplish this goal by coding each and every claim 
based on the complexity that they represent. We are 
presently at the first phase of the implementation and we 
should have the first results in the coming months. 
 
The second pillar is the internalization strategy and the 
management of the litigated files. Canada has 
demonstrated excellent results in internalizing litigated 
files, reducing expenses by 20% and indemnity by 10%. 
Based on that solid experience, we decided to replicate it 
in the U.S. and we have started to internalize our legal 
files. Our objective is an annual saving of 15% in legal 
expenses and this is based on four major initiatives. And 
let me go through those four.  
 
So, the first one is about building our staff counsel. We’ve 
opened an office in New York and one in Anaheim and 
we now have a staff of 13 attorneys. They’re handling 
mainly P&C files and we will expand our expertise in 
higher speciality line attorneys. At the end of September 
they have handled over 450 files and we will optimize 
those two offices before expanding geographically. 
 
The second intuitive involved coverage legal expenses. 
Coverage opinions are very important in specialty claims 
where products are very specific and customized. We 
have grown our team to six attorneys and we now have 
98% of coverage opinions handled internally, 
representing significant savings.  
 
Internalizing is definitely a key strategy for clients to 
support the low 90s objective; however, it’s not feasible to 
internalize 100% of the legal work. Thus, strategically 
managing the external legal firms is extremely important 
to being efficient. This is our third initiative, which means 
rationalizing and building a strong panel counsel. We’ve 
completed 20% of this initiative so far and we expect to 
be completed by next summer. 
 
And the last initiative is about improving the management 
of legal invoices. An important element is to ensure that 
those external legal firms are submitting invoices 
according to our guidelines. We have a formal process in 
place where each deal is submitted to an internal team of 
attorneys. In 2018 this resulted in an overall reduction of 
14% of the legal deals.  
 
With these four initiatives underway, we’re well positioned 
to achieve our goal of reducing the overall legal expenses 
by 15%. 
 
The third pillar that we’re seeing is to leverage the 
expertise from both sides of the border. The objective is 
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to improve the customer experience and benefit from 
high expertise. So, one of the first elements that we 
implemented in the U.S. is the claims audit program from 
Canada. This program allows us to improve our claims 
handling and indemnity control and represents an annual 
savings of $5 million. And on the other end, we’re 
leveraging expertise from both ways. The U.S. is now 
handling Canadian claims where the accident occurred in 
the States and we’ve handled over 300 files as of today 
for private vehicles and we are now starting trucking.  
 
So, in conclusion, we have a very experienced and 
engaged team. We have a strong plan to support the 
organizational objective of a low 90 combined ratio and 
we’re making good progress. 
 
So, on that, we will now turn over to Carla Smith and Ken 
Anderson, who will explain more about capital 
optimization. Thank you. 
 

 
Ken Anderson, Deputy Senior Vice President, 
Investor Relations & Group Treasurer 
 
Thank you, France. 
 
At Intact, our philosophy on capital is very simple and 
very clear: Capital should always be available in good 
times and in bad to absorb headwinds and to capture 
opportunities as they arise. Our outperformance depends 
on our ability to generate and then properly allocate our 
capital. In the next few minutes, Carla and I will provide 
some insight on our approach. In the past decade, our 
sharp focus on strategic priorities has led our operations 
to generate approximately $5.7 billion in capital. Thanks 
to the support of our shareholders and the capital 
markets, we’ve added to this, leading to a deployment of 
$9.5 billion since the birth of IFC in February 2009. Our 
strategic choices on capital deployment have enabled 
success against our financial objectives and shareholders 
who have supported us along the way have been 
rewarded with attractive returns.  
 
Before we go deeper into the capital management 
framework, it’s worth noting the key components of our 
earnings base now. We’ve added U.S. speciality since 
2017 to our diversified earnings platforms and its 
importance will increase as we, firstly, deliver on our low 
90s combined ratio commitment and, secondly, pursue 
the many opportunities for profitable growth which Mike 
and Lynn have laid out earlier. Also, growth in distribution 
EBITDA over that time has been impressive and we 
expect to add 20% in 2019. Together with investment 
income, we expect these two stable revenue sources 
alone to contribute over nine points to our ROE in 2019. 
Starting the year on this footing gives us a nice base on 
which we can then add the results of our insurance 

operations to build towards our mid-teens ROE objective. 
Going forward, we want to further bolster these stable 
revenue streams through a continued focus on scale and 
distribution, including the benefit of the recent acquisition 
of Frank Cowan Company, and we will also add to it 
through a deepening of our focus on businesses which 
allow us to capture supply chain margins and On Side 
Restoration is a great example of this. 
 
So, the objective for investment and capital management 
is to deliver at least 200 basis points to ROE out-
performance annually and to propel us towards a 10% 
CAGR on NOIPS growth. On the left you can see that our 
investment management team based in Montreal has 
certainly played their part. They alone have delivered 
close to 150 basis points of annual ROE outperformance 
since 2010. They’ve achieved it through both a 
disciplined asset mix selection and top quartile active 
management of our over $17 billion investment portfolio. 
The cost to IFC for in-house asset management is 
approximately 5 basis points compared to an industry 
average closer to 20 basis points. On the right we 
summarized our capital management framework, which 
has served us well over the past decade, bolstering out 
performance and fuelling NOIPS growth. We see no 
reason to deviate from it.  
 
So, let’s look at the components. On leverage, we believe 
a target around 20% delivers our lowest weighted 
average cost of capital and merits and A rating from 
credit agencies. Our ratings also provide confidence to 
our customers and support our leaders as they seek to 
grow our businesses. We are prepared to add leverage 
on occasion for M&A and our upper bound will be 
influenced by our expectations for capital generation to 
bring leverage back to 20% within 36 months or sooner.  
 
Turning to dividends, continuing to increase our dividend 
annually is a core pillar of our framework. We’ve done so 
for 14 consecutive years since we IPO’d and we will 
continue to focus on sustainable dividend increases 
annually. This should closely align over time with the 
NOIPS growth trajectory.  
 
We also maintain a strong capital position to ensure 
we’re protected against shocks and ready to capture 
opportunities. We aim to maintain MCT in the 190% to 
195% range and RBC around 400%. Our capital margin 
over time should remain in excess of $1 billion to provide 
a sound cushion. Earthquake is the main tail risk in our 
business. It should be comforting to investors that we 
have reinsurance in place to cover over $4 billion in 
losses from such an event, which equates to a modelled 
event for IFC greater than one in 600 years. The impact 
of such an event is estimated to be less than 5 points on 
our combined ratio after the benefit of reinsurance. In 
addition, balance sheet volatility to interest rates, equity 
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market movements, and currency fluctuations is 
manageable.  
 
With that, I’ll turn to Carla to talk about how we think 
about capital deployment on M&A. 
 

 
Carla Smith, Senior Vice President, Corporate 
Development 
 
Thanks, Ken. 
 
So, with Ken’s presentation behind us, I’m sure you’re all 
feeling starved for a few numbers, so I thought I’d start 
with a few. Through the last decade we have acquired 
eight firms on the manufacturing side of our business and 
welcomed nearly 7,000 new employees. Over the same 
time horizon we’ve concluded over 100 transactions in 
BrokerLink and welcomed over 1,300 new employees 
into our distribution business. And so while we never set 
out to make M&A a core competency at Intact, our 
acquisitive past has naturally refined our capabilities. So, 
today we find ourselves confidently approaching 
transactions with the knowledge that we have a 
seasoned expertise to draw from. 
 
Now, in addition, this history of acquisitions has shaped 
our employee population and this benefits our M&A 
toolbox in two ways. First, most of our employees have 
experienced an acquisition or an integration in a hands-
on way and that means that we have a deep bench of 
experience to draw from when doing future transactions. 
Second, our population at Intact really is the sum of a 
bunch of strong teams that have merged together over 
the years and that diversity creates a culture of open-
mindedness and pragmatism. And that’s a benefit in M&A 
because it allows us to get past cultural fears or 
differences very quickly in an integration period and really 
get on with the business of value creation. 
 
At Intact, we think about M&A through the lens of our 
business strategy. We’ve been very deliberate about 
selecting market positions with our financial objectives in 
mind and so whether it’s in Canada or the U.S., personal 
lines or commercial lines, our core approach remains the 
same: First, to purse market positions where we think we 
can achieve scale; second, outperform, therefore earning 
the ability to; three, reinvest in the business in ways that 
will allow us to pull ahead. And so with this backdrop, we 
see M&A as an accelerator to help us achieve our 
strategy, and so we pursue opportunities that we think 
are a fit. 
 
On this slide you see the three main growth pipelines that 
we’re focused on today. We remain eager to participate 
in the consolidation of the Canadian manufacturing space 
and believe that 10 to 15 points of market share will trade 

in the near to medium term. Through years of organic 
growth and acquisition, BrokerLink has become a leading 
distributor of P&C products in Canada and distribution 
has become a core competency for Intact and we see 
continued opportunity to consolidate and grow in this 
pillar in the decade to come. And finally, with the 
acquisition of OneBeacon, we opened up a third pipeline 
that we call North America specialty lines and, as you can 
see, we estimate the size of that segment to be roughly 
three times the size of the entire Canadian P&C market. 
So, needless to say, lots of runway ahead for us here. 
 
Now, before I leave this slide, I wanted to pause for a 
minute on that third pillar. We think that the specialty lines 
sector offers interesting growth opportunities across the 
value chain, as some of my colleagues alluded to earlier. 
In addition to manufacturers, there exists intermediaries 
in between manufacturers and distributors who help to 
simplify the process of underwriting and distribution for all 
parties involved. Some of these intermediaries look a lot 
like insurance companies, so the functions that they 
perform are underwriting, claims, and pricing. Others are 
closer to the distribution end of the spectrum. Many of 
them though are a blend of both, manufacturing and 
distribution, and have a blend of underwriting income and 
distribution income inside their financials. And so with lots 
of expertise in both manufacturing and distribution at 
Intact, we feel that we’re well positioned to capitalize on 
growth opportunities across the value chain. 
 
Now, strategy is one thing and execution is quite another. 
While no two integrations are exactly the same, over the 
years we’ve developed a seasoned playbook that forms 
our starting point. Now that allows us to confidently set 
ambitious targets and mobilize troops very quickly. I 
have, over the years, personally witnessed the speed and 
agility that can come from teams that are able to say, 
“Let’s do this the way we did it in AXA or let’s follow the 
OneBeacon method.” So, in the end, why does this 
playbook really matter? It allows us to capture synergies 
quickly, it allows us to develop a one-team mindset 
quickly, and the sum of those two things ensures that our 
entire horsepower at Intact remains focused on the 
achievement of our business objectives. 
 
And so, last but not least, you’ve heard my colleagues 
Mike and Lynn talk today about our Guarantee Frank 
Cowan transaction, so I’m not going to talk too much 
about that here other than to say that we’re very happy 
with this deal. It will certainly bolster our Canadian 
leadership position, it expands our North American 
speciality platform, and it will create value for 
shareholders. Like Lynn said, we remain confident that 
we’re going to be able to close this transaction before 
year end and are very much looking forward to 
welcoming our new colleagues into the Intact family. 
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And I think with that, I pass it back to Ken. 
 

 
Ken Anderson, Deputy Senior Vice President, 
Investor Relations & Group Treasurer 
 
Thank you, Carla. 
 
Just lastly, the final part of our framework is share 
buybacks and of course these will be evaluated when 
consolidation opportunities are not on the near to mid-
term horizon. This is clearly not the case today. Our 
discipline in execution, though, will remain and when we 
see opportunity based on our assessment of intrinsic 
value, we will use buybacks to add value. 
 
So, to conclude, it should be clear that our capital 
generation capacity is strong and our capital 
management framework is robust. It protects us against 
shocks while allowing us allocate and deploy capital 
optimally to deliver on our strategies and our financial 
objectives. 
 
So, before we head into break, we do have time now to 
move into a Q&A period. You’ve heard a lot of different 
and diverse topics this morning, so all the speakers are 
still here with us and happy to take your questions now 
on any of the topics you’ve heard on this morning. We 
have mics as well, so if you just raise your hand, we’ll get 
a mic to you and we’ll go from there. 
 

 
Paul Holden, CIBC World Markets  
 
Thank you. Good morning. Paul Holden, CIBC. First 
question is on the specialty lines. You talk about 11% 
growth on the continuing business, but we’re in a hard 
market cycle, so what I’m trying to get at, I guess, is what 
the organic growth rate for that business may look like if I 
think about, you know, rates are probably up 6%, 7%, 
maybe points to four or five points of organic growth. Is 
that in the right ballpark? 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Yeah, I think that’s roughly in the right range. I think the 
pricing, to your point, is fluctuating in the mid single digits 
and, if you will, the new business units in premium make 
up the rest of that.  So yeah its in the right range. 
 

 
Paul Holden, CIBC World Markets  
 
And then maybe you can— 

Charles Brindamour, CEO 
  
Paul, Mike said per year firming in the US where Canada 
is hard. 
 
But the market is not in the same place as Canada where 
in Canada it’s upper single digit across all lines of 
business rates. 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
And, Paul, to your question, following up, what we’ve 
seen in the pricing environment in the U.S. across the 
specialty lines is sequentially each month of the year 
pricing has gone up over previous month.  
 
But to Charles’ point on the firming, I mean it continues to 
move along and so from a progress standpoint and 
looking over the next, as I alluded to this morning, 
through 2020, I see a good deal of momentum there on 
the pricing environment. 
 

 
Paul Holden, CIBC World Markets  
 
And I just had one follow-up specific to the U.S. business. 
I’d like to get a better sense of how that organic growth is 
being achieved, sort of the volume growth, so ex the 
rates.  
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Sure. In our most profitable segments we see significant 
new business opportunities because of a combination of 
our positioning in those segments, the profitability we’ve 
had there, generally the establishment of the operations, 
i.e. the position to have in all of the varying markets 
around the U.S., and so our strongest growth drivers are 
in our highest margin.  
 
The other key element that was alluded to this morning is 
on the sharing economy as well where we have a market-
leading position on what is a unique product in the U.S. 
called occupational accident. And we’re significantly 
expanding and that is, if you will, a new area or pipeline 
of growth that has evolved over the last few years. So 
those would be a couple of the key drivers. 
 

 
Geoff Kwan, RBC Capital Markets  
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Geoff Kwan at RBC. Just I had a question on the tech 
and the IT aspects that you were talking about. You’re 
obviously collecting lots and lots of data, whether or not 
it’s through auto and whatnot, just wanted to get a sense 
of where you stand right now if we use the baseball 
analogy. Like what inning are you in in terms of how you 
successful you think in terms of figuring out what is the 
relevant data to help to optimize how you’re running the 
business? 
 

 
Charles Brindamour, Chief Executive Officer 
 
So, we’ve been, like in leveraging machine and deep 
learning, the quality of the data you have to work with is 
sort of key. You cannot talk AI if you have not nurtured 
your data for years. And I would say before the game 
starts, to use your analogy, we’ve been focused on data 
quality for, you know, 25 years. But that’s before the 
game has started. Then we’ve had a big push, as Jean-
François highlighted earlier, to collect additional data 
points with quality in mind.  
 
And in terms of leveraging machine and deep learning 
per se, because we’ve been modelling risk for a long 
time, but in terms of machine and deep learning per se, I 
think we’re maybe in the first inning, but not more. 
Because this is an iterative process. Jean-François talked 
about 60 models deployed in the field. There’s a long list 
of things we would like to do to deploy further in the field. 
And then you have to go back and iterate, because the 
thing with machine learning is new date generates 
different outcomes. And I think, you know, we’re just 
scratching the surface at this stage. This is just when it 
comes to pricing and segmentation and underwriting. The 
deployment in claims, in service, in specialty lines, we’re 
barely scratching the surface.  
 
And I think it’s a question also of managing growth. So, 
we’ve built that practice, so to speak, from scratch and 
grown it to about 150 professionals over three years and 
we want to make sure that the models we bring in the 
field actually work, are scalable and so on, and I think the 
point we tried to highlight today is that we’re building 
depth and a strong engineering foundation to make sure 
that this is not just a one-off thing but rather becomes a 
new core competency of the organization. But I would 
say the first inning is not over. 
 

 
Geoff Kwan, RBC Capital Markets  
 
Just second question is you talk about an aspiration of 
being the best globally in insurance in terms of this tech 
AI. How do you measure that and where would you put 
yourself today? I’m assuming probably number one in 

Canada or right up there, but do you have a sense as to 
where you would be on an international basis? 
 

 
 
Charles Brindamour, Chief Executive Officer 
 
I’ll ask Mathieu Lamy to share his perspective, our COO, 
who oversees these operations. We’ll see what he says, 
and then I will add. 
 

 
Mathieu Lamy, Executive Vice President & Chief 
Operating Officer 
 
Thank you, Charles.  
 
How do we compare? We study a lot. We study. We try 
to study the best players certainly in Canada, in the U.S., 
and around the world. Not a lot of people talk about omni 
models in production, so that’s one measure we’re trying 
to introduce here and we haven’t seen people that have 
done as much as us, certainly in our marketplace. We try 
also to compare how many people are working on these 
problems and I think there we have a good base if we 
compare. So, it’s hard to see where we stack, but we 
think we’re doing reasonably well right now compared to 
others, compared to best practice, compared to what 
we’ve seen, especially where we try to focus, on rating. In 
rating, honestly, we haven’t seen people that have been 
as deep as us, they are not detailing everything they’re 
doing, that’s hard to assess, but what’s publicly out there, 
it’s hard to see people that are way ahead of us on rating, 
which is the main place we’ve focused so far, as you’ve 
seen in Jean-François’ presentation. 
 

 
Charles Brindamour, Chief Executive Officer 
 
And, Geoff, I think one of the ways that we try to go 
deeper is we’ve identified five companies, four or five, 
whom we think are ahead of the curve. We try to have 
open channels of communication with them, they’re 
outside our market, to compare notes, see where we 
stack, and I’d have to say that the top of the list, I’d say 
Pingon(sp.) is a very good example of what heavy 
investment in AI can mean and this is, for us, I think, a 
source of inspiration. And then we have a number of 
other people that we compare notes with outside of our 
industry to assess whether we’re making progress or not.  
 

 
Meyer Shields, Keefe, Bruyette & Woods 
 
Meyer Shields, KBW. Two questions, and they’re both 
related to The Guarantee and Frank Cowan. First, I was 
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hoping you could give us an update on the current growth 
and profitability of the high net worth market in Canada. I 
know in the U.S. there’s been a bit of market share 
battles stemming from consolidation and that probably 
coincides with or has caused a little bit of depressed 
margin. And second, I was hoping you could update us 
on the risks of surety profitability deteriorating next year. 
 

 
Charles Brindamour, Chief Executive Officer 
 
Probably Darren should take the first question and Mike 
the surety question. 
 

 
Darren Godfrey, Senior Vice President, Personal 
Lines 
 
I think when we look at the market as it stands today, the 
leading player in that marketplace is showing some 
strong gross numbers and bottom-line numbers as well. 
is not there yet and, as we’ve outlined this morning, the 
10 points of combined ratio improvement for us on the 
high net worth is a little bit of love initially to get the 
performance metrics to where we need them to be and 
then ultimately growing that platform to be a strong 
competitor versus the leading carrier today. 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
On the surety side, I would say a combination of a couple 
of things would be my answer. One, we have a 
combination now of a strong and significant commercial 
book as well as contract, so if you’re alluding to a bit of 
concern about economic cycle on contract surety, which I 
presumed you were, our own view at this stage is our 
mitigation on that and our confidence is driven by a 
couple things. One, we principally focus, in both of the 
U.S. and Canada, on the contract side on small mid-
market sized contractors and we have a strong 
penetration in both countries. Number two, the 
commercial book for us is significant, which obviously, 
while economically sensitive, generally is protected with 
significant collateral and more collateral than you would 
see on the contract side. And finally, number three is we 
look on the contract side at the work on hand. At the 
contractors that we’re looking at, the pipeline still looks 
quite strong and reasonable, consistent with where 
they’ve been in the past, which is important, not 
significantly up or down but fairly consistent. 
 

 
Tom MacKinnon, BMO Capital Markets  
 

Thanks. Tom MacKinnon, BMO Capital. We saw a U.S. 
insurer, a big Uber insurer that ended up having some 
issues associated with its Uber account and took some 
adverse development associated with that. You’re a big 
Uber partner here in Canada. Maybe you can talk about 
how that account is working and any read-throughs from 
that U.S. player. 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Sure. I think we know who you’re alluding to. I would say 
a couple things. We have a relationship on the sharing 
economy side and specifically with the account you’re 
talking about on both sides of the border. Number one, in 
Canada, we do write the auto liability. It is now roughly 
approaching, I think, five years of experience and I think 
we have intentionally approached it on a thoughtful, 
conservative basis. And I would say that as you look at 
the experience on the U.S. auto market relative to the 
experience on that account, some of the developments 
there, I would think, are things that are not shocking or 
surprising, and those are things that have tried to build in 
in terms of not only the relationship that we have with 
Uber but also the structure of the relationship and our 
expectation around the long-term nature and specifically 
the tale around the auto liability side in a couple of the 
provinces here in Canada. And on the U.S. side we do 
not do the auto liability. That’s split up between about four 
markets now today. Our product there is the occupational 
accident, which is really the defined benefit healthcare for 
the drivers, which the individual drivers actually select on 
a per-ride basis. 
 
Anything you would add to that? 
 

 
Charles Brindamour, Chief Executive Officer 
 
Where in a slightly different position from the perspective 
that we built the product for Uber from a position of 
leadership in personal automobile and leadership in 
commercial automobile and in fleet, and therefore the 
data set that we’re using to build from to price that 
product is, I think, very different than if you were starting 
from a very small position in automobile or transportation 
when you price the product. And so that’s a bit difference. 
Now this account is growing really fast and, as such, our 
stance from the start was to take a cautious stance, rely 
on our data sets, and gradually integrate the data set 
from the account. And we feel good about where we are 
at this stage and our ongoing exchange with that platform 
that you’re talking about in terms of the progress we’re 
making there. 
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Tom MacKinnon, BMO Capital Markets  
 
Okay. And then as a follow up, we’ve seen some OSFI 
proposals with respect to reinsurance here in Canada 
that seems to target concentration, especially as it’s been 
ceeded to unregistered reinsurers. Maybe you can 
comment as to how you might be affected by that or, 
more importantly, how it might change the landscape 
here in which you operate in. 
 

 
Charles Brindamour, Chief Executive Officer 
 
So I see our colleges from OSFI are in the room, so we 
very much support that change. No, I think that it is a 
change that directionally makes sense, which has very 
little impact on us, and anything that’s done in the 
regulatory framework to level the playing field for 
domestic players is, in our mind, a good thing. 
 

 
Tom MacKinnon, BMO Capital Markets  
 
Nothing more in terms of, you know, would you venture 
into bigger policies? Would you change....? I mean it’s 
going to impact some people. It’s not going to impact you. 
How does that change the landscape then in which 
you’re going to operate in? Does it allow for 
opportunities? 
 

 
Charles Brindamour, Chief Executive Officer 
 
Yeah, we try to build on the things we know and we feel 
we can occupy the marketplace where our strengths are 
best placed without much boundaries. The opportunities 
that this might generate are not 100% clear and that’s not 
enough of a good reason for us to venture in parts of the 
market that we would not have deep expertise already. 
But, you know, we like to defend our territory and if 
opportunities emerge as a result of that, we’ll be there to 
grab that. 
 

 
Ken Anderson, Deputy Senior Vice President, 
Investor Relations & Group Treasurer 
 
Okay. Thanks, Tom. So, we’ll go to break now. There will 
be an opportunity for further Q&A before we wrap up. So, 
with that, a 15 minute break. Thank you. 
 

 
(Break) 
 

 
Husayn Hirji, Manager, Investor Relations 

 
Okay, great. As Louis mentioned during the beginning of 
the session, we are delighted to have two members of 
our Board here today and to introduce them, as well as 
moderate this session, is our General Counsel, Frédéric 
Cotnoir. Fred? 
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Hi, everyone. With me here today are two key members, 
Eileen Mercier, the Head of our Audit Committee, and Bill 
Young, the Head of our Corporate Governance 
Committee. Both have distinguished careers, so I’ll 
introduce them very briefly. 
 
Eileen is a former CFO of Abitibi-Price. She was a board 
member of a number of leading Canadian companies, 
chairperson of Ontario Teachers’ Pension Plan, and 
she’s currently the chairperson of the Canadian Payment 
Association. 
 
Bill has been involved in private equity for quite some 
time now. Bill was also the chair of the board of trustees 
of Queens University and is currently the chair of Magna 
and, as such, has good insight on the future of 
transportation. 
 
So, as Louis mentioned earlier today, the performance of 
the last 10 years has been great. What goes 
unmentioned sometimes is the contribution of our Board 
members to that performance and we’re quite proud of 
how they contribute to the Company since we became 
public and fully independent in 2009. One thing that they 
set out to do at the outset in 2009 was to ensure that our 
governance practices were top tier and I think, as you 
have seen on one of the slides, we’ve received a number 
of accolades from Rotman or the Globe and Mail and this 
is well underway. 
 
One of the key trends in corporate governance is 
director/shareholder engagement, so expectations are 
changing. A number of stakeholders have expected to 
meet directors for a long time, including our friends at 
OSFI over there, but for a number of investors this is 
more recent and we think that providing greater insight of 
how the Board thinks about strategy, risk management, 
and talent management is a good idea; hence, this panel 
today. 
 
So, I’ll start with a question for Eileen generally with 
respect to strategy oversight. What’s the Board 
approach? 
 

 
Eileen Mercier, Audit Committee Chair 
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Well, I think that, as you’ve seen from the high 
performance and implementation focus that you get from 
the team, you’ve heard from them all this morning, it 
gives the Board the luxury of spending most of its time on 
strategy and, in fact, it’s really the primary focus of the 
Intact Board. It’s a continuous kind of iterative process 
throughout the year and, as I said, it’s the focus of all of 
our Board meetings.  
 
We always look at the strategy with all of the principles 
that you’ve seen on the slides this morning, whether it’s 
operating profit outperformance, ROE outperformance, 
and the other values that the Company espouses, but the 
first meeting of the year is kind of a blue-sky session 
where we talk about the external world and our place in it 
and what might be coming in the future. And the second 
meeting is then doing a kind of deep dive on a few of the 
factors that are likely to change in our business, like 
disruption from various new technologies. The third 
meeting then looks at what management has put together 
as far as a strategy is concerned, from the output of 
meetings one and two, and the directors bring their 
particular individual expertise and experience to looking 
at what management has produced and critiquing it, 
questioning it, just to make sure that all the risk and 
reward factors have been taken into consideration. And 
then the fourth meeting is really kind of a formalization of 
the medium-term plan and an approval of the budget. 
 
So, as far as the year is concerned, we pretty much are 
always on this file.  
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
And as Carla and a number of other colleagues 
mentioned this morning, M&A strategy and external 
growth are key to our future growth. How is the Board 
evaluating the M&A opportunities? 
 

 
Eileen Mercier, Audit Committee Chair 
 
Well, it’s interesting, because when I think back over my 
long board career I think my specialty has been in serial 
acquirers. It just seems to fit the culture of this Company. 
It’s grown from its very earliest days by acquisition as 
well as by organic growth and so it continues to be a 
thing that the Board is very, very interested in.  
 
We receive a corporate development report at every 
meeting. We’re always surveying the landscape. As 
Charles has said, the opportunity for consolidation still 
exists in Canada and it’s absolutely ripe in the United 
States, so the Board, I think, is very flexible and open to 

new ideas. The move into the United States with 
OneBeacon was discussed for a long time, but I think that 
we had always felt that we were looking for an acquisition 
there that would capitalize on the strength that the 
Company has but take us in a risk managed way into 
what has, for some companies, been a very difficult 
market to penetrate. And I think that, as you’ve seen this 
morning, the OneBeacon acquisition seems to be still 
evolving but a great success from our point of view.  
 
And the Board has also been interested in allocating a 
small amount of money to the ventures portfolio, which 
means that we can look at different areas of the world, 
different technologies, and slightly different businesses 
that might be appropriate for us to invest in at some later 
time, things like insurtech. So I think the Board is very 
open to this kind of thing but also what we do is we are 
very focused on performance metrics and following any 
acquisition. The whole post mortem process is a very 
important part of our responsibility, as well as making 
sure that the achievements line up with the compensation 
philosophy. 
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thanks, Eileen. 
 
Speaking of lining up the compensation with the 
Corporation’s strategy, Bill, how do you think about that? 
 

 
Bill Young, Compliance Review & Corporate 
Governance Committee Chair 
 
So, just by way of background, compensation for the 
senior executive team at Intact is made up of base pay, 
short-term incentive plan, long-term incentive plan, and 
pension plus benefits. And the Committee and the Board 
look at this in depth and, in particular, take a deep dive in 
it once a year to establish targets for the executive team 
for the next year. We look to the median of the 
comparator group as an approximate base for the target 
pay and STIP and LTIP, short- and long-term incentive 
plans, are the components of pay at risk, and for the NEO 
group that represents 65% to 80%. So, this is a very 
performance-based compensation plan, as it should be. 
 
The STIP works in the following fashion. It’s the short-
term component of compensation. 75% of it’s based on 
three financial objectives: combined ratio; NOIPS, net 
operating income per share; and growth in direct 
premiums written. There’s a slightly different weighting 
between the U.S. and the Canadian team representing 
the acquisition economics of OneBeacon and the desire 
to get the OneBeacon combined ratio into the low 90s. 
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The other 25% of the short-term investment plan is 
personal objectives and those in recent years have been 
focused on a number of different topics but more heavily 
weighted towards employee engagement, which is 
obviously very important for the business, and customer 
engagement. The results are measured by surveys. And 
at the end of the year every element of this plan is 
essentially graded relative to the objectives and a reward 
is established somewhere between zero and 200%, 
which is the cap. It’s rolled up and then the aggregate 
result is paid out in the following year. So that’s, for 2019 
that’ll get paid out in the first or second quarter of 2020. 
 
The LTIP element is a three-year compensation plan 
which is more heavily weighted than the STIP. So, 
typically, for most executives, 1.5x to 2x the STIP and it’s 
paid 70% in PSUs, so performing stock units. And for the 
OneBeacon executives, again, a slightly different 
program, so there is a combined ratio target established 
for the three years and at the end of the three-year period 
the average combined ratio that’s achieved is compared 
to the plan. And if the outcome is below the lower end of 
the range, there’s zero pay, and if it comes above the top 
end of the range there’s a 200% payout. So, 2x is the 
maximum that’s possible there. For the Canadian 
executives, the three-year PSUs are based on ROE 
performance relative to the industry. And so at the end of 
the three-year period the actual ROE is computed, we 
look at the industry, and if we’re below the industry 
average, it’s an important point, below the industry 
average, zero payout. If we’re 800 basis points above the 
industry average, 8% above the industry average, that’s 
the cap and that’s a 200% payout. And then finally, the 
other 30% of the PSU is a restricted stock unit. That’s 
paid at target on the third anniversary of the award and 
that’s essentially meant to be a retention tool for the 
senior executive team. 
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thank you, Bill. And thinking of the next 10 years, do you 
think that the focus on ROE is still the right one for the 
long-term incentive plan? 
 

 
Bill Young, Compliance Review & Corporate 
Governance Committee Chair 
 
Yeah, it’s a good question. We have a close look at the 
overall plan every year and the components of it and, you 
know, we’re really thinking through both the short-term 
and long-term incentives and is the risk profile of the plan 
promoting the right behaviour. There are several 
discussions that go into this. We recently did a pretty 
deep dive on the ROE metric and feel very comfortable 

that this is a good long-term component for the PSU 
award. We think strong ROE performance is highly 
correlated with strong relative TSR performance. There is 
an immense amount of data out there about competitive 
ROE results, so we think it’s a really good measure. We 
also think, from an organizational standpoint, it underpins 
the Company’s focus on outperforming the industry 
average day in and day out by at least 500 basis points 
and the long-term target of achieving 15% ROE. So, in 
answer to your question, yes, we’re pretty satisfied with 
the ROE component.  
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thanks, Bill. Aside from compensation, talent 
management is obviously critical for the organization, 
thinking more specifically of CEO and key executive 
officer succession and generally how do we ensure that 
our workforce has the right talent for the future. How is 
the Board approaching those two issues and what’s the 
Board’s role in that regard? 
 

 
Bill Young, Compliance Review & Corporate 
Governance Committee Chair 
 
So, the Committee and the Board, again, we have a deep 
dive at least once a year on the topic of succession, an 
annual review of the pipeline for each of the senior 
executive positions, so all of the SVPs and above, 
including the CEO, and we’re looking at the kind of broad 
developmental programs surrounding all of the 
executives. We’re satisfied that the Company is 
succession ready, including emergency succession, and 
that there’s a clear visibility into the pipeline. So, we look 
at each executive and say, “Is this person ready to move 
up tomorrow? Is that person ready to go in one to three 
years? Is that person ready to go up in the organization in 
three to five years?” So, there’s good forward visibility on 
that topic. And one of the things you realize when you go 
through this discussion once a year is the extraordinary 
deep bench of talent in this company, which gives the 
business several real tangible advantages, the ability to 
address new opportunities as they come along and to be 
able to deploy talent very quickly against those 
opportunities.  
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thanks, Bill.  
 
Looking again at key corporate governance trends, 
there’s been a lot of discussion in the last few years 
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about what is known as ESG, environmental, social and 
governance matters. We’ve just discussed this morning 
some of the things we were doing in order to ensure we 
have an engaged workforce that is well adapted to the 
future of our business. That’s obviously one of the key 
considerations and a great example of our corporate 
strategy is well aligned with the interests of some of our 
stakeholders in that case, employees. So our view is, I 
think, although ESG is relatively new, this is nothing new 
for us in terms of how we run the business. And from the 
outset 10 years ago I think we made it clear that our 
mission was to help people and society to prosper in 
good and more difficult times, that having an engaged 
workforce was critical, that having customer-driven focus, 
making sure customers were our advocates, and that the 
Company was one of the most respected in Canada were 
foundational elements of our corporate strategy. 
 
So, Eileen, thinking about the future, thinking about new 
expectations, how the bar is raised with respect to ESG 
matters, what do you think will be the focus in the next 
few years and how have we approached it in the past? 
 

 
Eileen Mercier, Audit Committee Chair 
 
Well, I think that diversity within the Company has always 
been a hallmark at Intact. At the Board, we’re 40% 
female, which I think is pretty good, probably state-of-the-
art standard. But even more important, because, of 
course, what we’re trying to do is grow the pipeline, is 
that 54% of the management at Intact is female and the 
Board is now currently monitoring management’s efforts 
to expand the diversity profile beyond that and we hope 
to be able to talk about that within the next couple of 
years. 
 
As far as risk management is concerned, the Risk 
Committee spends a lot of time thinking about, for 
instance, data privacy and these sorts of issues. The 
Board has participated in a tabletop exercise. I think we 
take this aspect of our governance very seriously. I mean 
really, risk is the business we’re in, which is interesting 
when you think about it, and so we really try to expand 
that profile to all of the things that Company is doing. 
 
In terms of climate change, of course, I think you will 
probably all know that since 2015 Intact has been 
participating with and funding the University of Waterloo’s 
climate adaptation file. A lot of very good research has 
come out of that, some which directly helps us and some 
of which simply helps our customers to understand what 
they need to do to be ready for any kind of climate 
change that we’re going to be inevitably facing.  
 
And I think finally, our own climate footprint is probably 
not that large but I think not—you simply can’t avoid the 

fact that we all have to do our part. And so we’ve got a 
study underway at the moment to look at our carbon 
footprint and find out how we can do something to even 
lower our exposure to climate change as a corporation. 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thanks, Eileen.  
 
Bill, in light of all the changes that are happening, 
whether AI or others, how do you approach the Board 
composition and how do you determine the skills that are 
needed for the future? 
 

 
Bill Young, Compliance Review & Corporate 
Governance Committee Chair 
 
The Company is going into a period where we will be 
actively renewing the Board. We’re looking at four to five 
new directors over the next two to three years. So, that’s 
a pretty active pace of renewal. And we’d be looking at 
diversity along a number of different dimensions, so 
maintaining gender diversity, maintaining diversity of 
background and experience, geographic diversity, some 
age diversity. Some of the mix of skills, Fred, as you 
allude to, AI and machine learning, and people that can 
help us at the Board table with technology change are 
going to be important, but just renewing the fundamental 
skill sets of the Board will also be a part of that program. 
 

 
Frédéric Cotnoir, Senior Vice President, Corporate & 
Legal Services & Secretary 
 
Thank you, Bill. Thanks, Eileen. 
 

 
Louis Marcotte, Chief Financial Officer 
 
Thank you, Eileen, thank you, Bill and Fred, for your 
insights on our Board governance and performance. That 
was quite interesting.  
 
You’ve heard quite a bit about the future this morning and 
before moving further I’d like to tie that back down to our 
financial objectives. As you know, we have two key 
financial objectives, both of which are meant to achieve 
our goal of being one of the most respected companies. 
So, one of those two goals is the ROE outperformance 
and, as you’ve seen, we continue to build our strategy 
around the outperformance on ROE. We still aim to 
exceed the industry’s ROE by 500 basis points, which, in 
today’s environment, may seem a bit underwhelming. We 
are exceeding the industry by some 900 basis points 
back in 2018. But delivering and committing to exceeding 
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the ROE outperformance by 500 points every year is still 
an ambitious target.  
 
What you’ve seen today are very specific examples of 
how AI, technology, distribution, claims, and capital 
management continue to contribute to our ROE 
outperformance. And as you’ve heard, our strategic 
initiatives are clearly intended to build outperformance. 
This has paid off in the past and we expect to have the 
same output going forward when we look ahead at the 
next decade.  
 
What you’ve heard this morning between Jean-François, 
Patrick, talk about outperformance and how they are 
striving to maintain our lead, to maintain our capacity to 
outperform, even to exceed it, the whole goal is to beat 
that 500 basis points and in fact to bring us to our 
historical track record in the mid-teens level. Historically, 
the industry has averaged nearly 10% ROE and we think 
that the area we want to play in is in that mid-teens, and 
by striving to outperform in every area of our business is 
how we get to that mid-teens level and, of course, well 
above the industry’s ROE.  
 
The second key objective is grow NOIPS, and it’s 10%. I 
mentioned earlier at the outset that we grew 10.4% over 
the past 10 years and we intend to maintain our target for 
the future. The recipe remains the same. It is a mix of 
organic growth, margin expansion, and capital 
deployment. We see plenty of runway in terms of meeting 
this objective and, again, through digital engagement, 
distribution claims, Artificial Intelligence, and M&A, all of 
these together will play a key role in us getting towards 
the 10% NOIPS target. 
 
Now, in the short term though, looking at bit nearer term, 
we expect market conditions on both sides of the border 
to support our growth ambition and we haven’t seen 
these favourable market conditions all at once for a long 
time and we thought it would be a good idea to ask 
Darren to share his views on the current market 
conditions and how we can leverage them in the short 
term and, most importantly, how long will they last.  
 
Darren? 
 

 
Darren Godfrey, Senior Vice President, Personal 
Lines 
 
Thank you, Louis. 
 
Let’s talk about our outlook for the next 12 months. From 
a personal auto standpoint, we expect to continue to see 
rate increases coast to coast within the industry as it 
continues to restore profitability while fighting a strong 
lost cost trend. One other important thing that we’ll 

probably expect to see within the next 12 months is most 
likely reforms in Ontario and Alberta where both 
governments continue to work on product reform and 
ideas to, in the short term, choke inflation, and then 
providing a sustainable product in the medium term while 
introducing more optionality for drivers and greater 
choice. 
 
From a personal property standpoint, the continued 
active weather in 2019 and prior continues to add 
pressure to the industry results. We expect the industry to 
see mid to upper single digit growth coast to coast. From 
an IFC standpoint, we continue to push mid single digit 
rate increases as we speak. And Louis will reconfirm our 
CAT guidance here in a moment. 
 
From a Canadian commercial line standpoint, hard 
market conditions continue, as we’ve talked about earlier 
this morning. We expect that this will lead to upper single 
digit into lower double digit growth in the industry. From 
an IFC standpoint, we’re generating rate increases of 
north of 10% currently while maintaining stable retention 
levels, so it’s a good market environment for us to 
operate.  
 
A few proof points, if I could, about the hard market in 
commercial lines, our quote submissions are up, our 
completed quotes are down as we continue to remain 
focused on quality underwriting, and we’re also seeing, in 
the specialty lines area, our substandard property has 
seen substantial growth as well. So, again, that’s another 
sign of a strong, hard market. I won’t go into the U.S. 
market, as Mike talked to that eloquently before. 
 
So, two questions we get asked a lot, let me start with the 
first one, which is around how long do we think the hard 
market will last. Clearly it’s a very tough question to 
answer, given the different starting points from each of 
our competitors but, as you can see from the exhibit here, 
the industry clearly has deteriorated its results over the 
last few years and concluded in 2018 with a combined 
ratio of roughly 102%. And the first half of 2019, based on 
industry data, is not faring any better at all. So, that is our 
starting point for where the industry sits today.  
 
If we look at the current sort of investment yield for the 
industry and our estimate that the industry has on their 
current portfolio of around about 2.5%, at that level of 
yield, to generate back to historical levels of ROE of 10%, 
which we’ve talked about before, leading to arrive at 
about a combined ratio of 95%. So, as you can see, 
seven points of combined ratio improvement from where 
the industry is today and where we think they need to get 
to to achieve longer-term ROE performance. Remember 
though, that seven points of combined ratio is net of lost 
cost trends. So, a number of drivers here, clearly rates is 
one of them. And we know when we talk about lost cost 
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trends, we know that we have a strong inflationary 
environment in automobile and obviously we have 
changing weather patterns happening as we speak as 
well, but clearly, if we look at two major variables here, 
lost cost trends, as you would expect, the higher the 
inflation that the industry was to see, that adds further 
pressure. The lower the yields, that adds further pressure 
as well.  
 
So this gives you a bit of insight in terms of our view, our 
thesis on how long we may be looking at here. We see a 
good couple of years of work ahead, assuming that the 
industry is looking to get back to, as I say, historical 
10%ROE levels. 
 
Let me turn to the second question, my favourite topic, 
personal auto. And let’s talk a little bit about our journey 
in the last, in this exhibit here, nearly four years. So, 
obviously, as you know, we’ve taken significant actions in 
that particular portfolio and we’ve actually increased rates 
by 24 points in nearly a four-year timeframe. We 
obviously, as you know well, that we were ahead of the 
marketplace in terms of our actions and, obviously, from 
a gross standpoint, we had nine consecutive quarters of 
unit decline. What is interesting though is that while we 
acted with conviction within our personal auto portfolio, 
we acted also on our other lines of business as well. IFC 
as a totality grew over this period while we increased 
margins in our other lines to offset the pressure that we 
expected in personal auto. Our strategy, clearly, is paying 
off, as you see the swing towards growth in Q2 and Q3 of 
this year. That’s written rate increases.  
 
From an earned standpoint, a gain on cumulative basis 
over that same period of time, 19% of earned rate 
increases give us an indication of some of the tailwind 
that we have from our action plan into 2020. What is 
more interesting is what’s happening in terms of average 
premiums. Average premiums actually only grew, earned 
premiums I should say, only grew by 6.5% over that 
same period. So you may ask the question, if you have 
earned rates of 19%, how did you actually only generate 
an average earned premium now of 6.5%? The greatest 
source of that is what we call mix. Mix comes from a 
couple of places. 
 
One is, as you know, we talk about it often, we very much 
got ahead of the marketplace. The impact of that was a 
dramatic slowdown in our levels of new business. New 
business traditionally comes at a higher average 
premium, so that puts negative pressure on mix. As 
we’ve talked about, our segmentation strategy, whether it 
be in terms of AI or even prior to that, all of that 24% of 
rate that you see there, heavily, heavily segmented. And 
that had the effect of really changing the profile of the 
new business that we wrote, the business that came 
through the front door, but it also changed the profile of 

the business that left the back door as well. So, again, 
together with rate increases, heavily segmented, strong 
underwriting actions, all of these contributed to that mix, 
that delta that you see, resulting in a lower average 
premium compared to the rate.  
But, more importantly, let’s talk about lost cost over this 
same period. Here you can see, and again, I remind you, 
this is on a cumulative basis, not annualized, over nearly 
four years our lost cost has grown roughly 3%. So, how 
do we achieve this? A number of different ways. We 
broke the back of inflation in automobile. I talked about 
the mix before. That is a significant component of 
targeting profiles that exhibit strong inflationary pressure 
to change, as I say, both the new business and our 
renewal portfolio. And that comes, again, through 
underwriting, rates, and segmentation. 
 
An equally important area is our claims action plan and 
the energy and drive from Patrick and team both in terms 
of physical damage claims but also longer tail coverages 
as well and, as Patrick referenced before, the progress 
we have made from a severity standpoint. From a mix 
standpoint, the biggest impact has been on frequency. 
We have seen consecutive quarters now with declining 
frequency and, as you can see there from that drop in 
lost cost from early 2018, is a flat paid with a declining 
frequency. 
 
So that’s our position. If I go back to the first question, 
which is how long do we think the hard market will last, 
and as Patrick showed in his slides, we doubt whether 
the industry has seen the same trends that we are. So, I 
think that supports our thesis for the continuation of the 
hard market moving forward and the challenges that the 
industry faces to return the ROE to its historical levels. 
From an IFC standpoint on personal automobile, we 
continue to focus on growing at a sustainable mid-90s 
combined ratio, as we’ve seen in the last few quarters, 
and we’re confident as we project into 2020 that we’ll 
continue on that path. 
 
With that, I’ll hand it back to Louis to talk about some 
guidance for 2020. 
 

 
Louis Marcotte, Chief Financial Officer 
 
Thanks, Darren. So, I’m happy you answered those two 
questions.  
 
I also get my share of questions about the future of our 
earnings, and these have to do more with the investment 
income and distribution income, and so let me give you a 
bit of information here for what to expect in 2020.  
 
For the investment income, before adding the assets of 
GCNA, we are expecting investment income to be flat 
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next year, and that’s the result of having an increase in 
the assets under management offset by declining yields. 
So that’s flat and then we add the assets of GCNA and 
together that gives us approximately 4% growth year over 
year 2019 to 2020 for investment income.  
On the distribution and other, which now includes the 
results of Frank Cowan Company as well as the impact of 
the On Side acquisition, so on distribution after a stellar 
year we expect to grow this source of earnings by 20% 
next year, including, as I said, Frank Cowan and On Side. 
And if my math is right, that’s roughly distribution and 
other income of about $250 million, which I should recall 
was about $7 million back in 2009. 
 
So, I think this is a good place, well, let me finish on CAT. 
I’m sorry. CAT guidance, we mentioned last quarter we 
raised our CAT guidance from $275 million to $300 
million. This is a 12-month look at CAT levels that we 
expect to incur and the increase is really a function of the 
size of our business, the growth we’re seeing, historical 
results from CAT, and we thought now we should look 
forward and raise the guidance to $300 million. It is not a 
forecast for 2019, it is, looking forward 12 months, how 
much CAT we should expect in our results, and that has 
now moved to $300 million 
 
So, that would be the near-term guidance for you for this 
Investor Day. On that, I’ll stop sharing that information 
and pass it back to Charles to maybe summarize again 
the roadmap for the next 10 years and conclude today’s 
Investor Day. 
 

 
Charles Brindamour, Chief Executive Officer 
 
All right. Well, hopefully you’ve found the morning 
instructive if not, hopefully, entertaining.  
 
I think we’ve laid out a roadmap for the next 10 years that 
really builds on our strength and our track record and 
where we think we can make a difference. There are four 
big ideas that will help us meet our financial objective and 
expand our leadership in North America.  
 
I tried to expose to you members of the team and people 
who actually move the needle here and give you a sense 
that this is not just a strategy. This is a machine. And a 
machine that is very well equipped with leaders that have 
been around for a long time, that are strong, and that 
have an outperformance mentality.  
 
When you think about the roadmap per se, there are sort 
of three big things for me. One is the importance of being 
customer driven. The other one is the importance of 
outperforming in everything we do. And if you think in 
decades, you have to think about sustainability. And 
those three themes, so to speak, very much drive how we 

think about our people strategy. If you want to make sure 
that you are customer driven, which is the key ingredient 
for a customer-driven transformation, from a cultural point 
of view you have to be a best employer, and that’s why 
it’s been a long-term objective of the organization. And to 
be a best employer, for us it really starts with a strong set 
of values and a strong moral compass.  
 
So, if I report on being a best employer with 1,500 
people, walking the floors to figure out what the 
engagement is is not good enough or it’s very difficult to 
orchestrate. So we measure engagement consistently 
every year and then we benchmark against our peers, 
against the rest of the country, and you can see that it’s 
not just about combined ratio. We have moved 
engagement steadily over the years through a process 
that I think is well orchestrated but that really 
demonstrates the strength of our 2,000 leaders from 
coast to coast. 
 
What is more relevant here is why are people engaged, 
which we also measure, and you see at the bottom right 
here that the key drivers of engagement and why people 
are proud to work for Intact and to do what they do and 
looking forward to come to work is, first and foremost, 
because their perspective is the organization is customer 
driven, which for me is really good news when you try to 
change and advance the culture of the organization. The 
second key point and the second most important driver is 
peoples’ appreciation for the values of the organization. 
And that should tell us that the values are not just a 
poster in the cafeteria; that’s how we behave, that’s how 
we make decisions, that’s how we run the organization, a 
key driver of engagement.  
 
On outperformance, making sure that, as a company, we 
are a destination for the best talent in the markets where 
we operate is critical. It’s hard to think that you can out-
perform just because of your size or your process. You 
need to make sure that you attract the very best that the 
markets in which you operate have to offer. And part of 
our value proposition certainly, value is making sure that 
people have opportunities to grow and move, and you 
see that with the profile of the people you’ve been 
exposed to today. But it’s also important to make sure 
that we fish in the biggest pool possible, and that’s why 
we’ve put a lot of emphasis on diversity over the years to 
make sure that we’ve built one of the best teams in the 
world. We talk about 54% women in management. I 
mean the real issue is that it’s 40% women in the 
executive leadership of the organization. The good news 
is that the succession pool is roughly half and half and 
our promotion rate is in line with the succession pool. 
 
And the third key idea behind the decade is the 
importance of sustainability. And sustainability, when it 
comes to people, for me means two things. The first one 
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is depth in our succession pool. And you’ve seen many of 
my colleagues today, certainly part of our bigger 
succession pool but, across the organization, it’s about 
eight people and five people actually ready within three 
years for each of the top 150 roles in the organization. 
And this is mission critical for us. This is an area where 
my team and I are actively engaged, on a weekly basis, 
to test, expose, choose, develop, and give opportunities 
to these people so that when it’s time to pull the trigger, 
maybe that’s the wrong expression, when it’s time to 
promote someone, they’ve been tested and we know that 
they odds of succeeding in their new role is actually very 
high because they’ve been exposed often with the new 
role in mind because we have a very clear sense of who 
is a successor to who. 
 
The other element of sustainability, which is a tougher 
one in my mind and one where we’re spending a lot of 
time these days, is to future-proof our people to make 
sure that we can make the most of the investments we’re 
making in technology. And our thought process, as 
you’ve heard this morning, is not to do the same thing 
with less people. Our thought process is to use our 
strengths, hone our strengths, and combine technology 
with our people to capture what is a much bigger 
sandbox. And so, to make sure that our people are ready 
to help the organization capture those growth 
opportunities, we’re reengineering how we think about 
people development. We’re investing in training in a 
different way. We’re at the very start of that process, 
thinking about where pools of talent will migrate, the 
behaviours that we expect of people when we hire as to 
change, and we’re retooling the organization and our 
people process so that we can fuel our growth 
opportunities, leverage technology, leverage the 
investments we’re making in AI, but then not run short of 
people. Because we think our issue will be to find enough 
people to fuel our growth opportunity. 
 
So, that’s our thought process, that’s what we’re 
executing on when it comes to our people strategy, but I 
would say this gives us a lot of confidence that we can 
fish in a bigger pool from an opportunity point of view and 
we can replicate our track record for decades to come. 
 
So, if I wrap up, I think the first thing that might not have 
come out today but what’s really important is that it’s one 
thing to talk about the next decade, but the reality is 
things will change, every week, every month, for the next 
decade. And one of the things that’s implicit in our 
strategy but deliberate is there is optionality in there. You 
have optionality in markets, you have optionality in 
products, you have optionality in distribution. We have a 
big pool of talent to choose from. So, the strategy, in my 
mind, is solid from the perspective of adapting to how the 
world will actually change in the months and the years to 
come. There’s not plan that is cast in stone; we’re able to 

pivot with the strengths that we’ve embedded in our 
strategy. 
 
The second takeaway that doesn’t come out on that page 
but that is far more important as far as I’m concerned is 
that 10 years ago when we laid out the foundation for 
Intact we established a very clear set of expectations for 
our leaders across the organization. As I’ve mentioned, 
we have 2,000 leaders and when you deal with Intact and 
when you invest in Intact, what you’re getting is a 
leadership team across North America that cares for 
people, that’s open, honest, and transparent, that 
challenges the status quo on an ongoing basis and that’s 
never satisfied with its performance. That, for me, is the 
key takeaway of the Intact story.  
 
Again, thank you very much for your support but, as I 
said in my intro, we don’t take it for granted. And on that, 
we’re ready to take questions. Thank you. 
 

 
Jaeme Gloyn, National Bank Financial  
 
Hi. Good afternoon. Jaeme Gloyn with National Bank. 
First question is just related to, perhaps, the data that 
you’re capturing in the personal auto space, billions upon 
billions of data from hard acceleration, hard braking, 
cornering, things like that. Right now the UBI and 
gathering of this data has been driven to provide 
discounts to clients. Is there a time where that starts to 
reverse in the other direction for customers and where 
that data can be used to improve or even eliminate 
certain drivers or risk in the personal lines? 
 

 
Charles Brindamour, Chief Executive Officer 
 
Do you want to take this, Jean-François, or you want me 
to take this? 
 

 
Jean-François Lessard, Chief Data Officer 
 
I always want you to take this. 
 

 
Charles Brindamour, Chief Executive Officer 
 
Why don’t you take it then? 
 

 
Jean-François Lessard, Chief Data Officer 
  
In fact, we’re already using the full power of the insights 
we get from UBI in BC right now with our direct channel, 
so we’re already experiencing that. I feel like we haven’t 
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fully captured all the potential there is in that data. So, it’s 
clear to me that UBI gives us a lot of options, it could be 
in risk selection and in surcharges, that’s why we’re 
experimenting in some markets, but I have a team of over 
10 data scientists that focus day in and day out into 
extracting as much power as we can out of that. 
 

 
Charles Brindamour, Chief Executive Officer 
 
So, this tool is, in my mind, strategically very important for 
the future of transportation. We’ve been at it for, what, 
four years? Five years? 
 

 
Jean-Francois Lessard, Chief Data Officer 
 
2003. No!, 2013. 
 

 
Charles Brindamour, Chief Executive Officer 
 
2013, yeah. You were in high school in 2003.  
 
And it’s important for us to test the machine to have as 
many people enrolled in the program so as to refine our 
understanding of driving and how we can modify 
segmentation. And, you know, for people to share with 
you how they drive, there needs to be a quid pro quo. 
That quid pro quo is a better price.  
 
One of the parallel streams we’re working on is adding 
value-added features so that we enrich the driving 
experience with the data we’re collecting and gradually, 
over time, use the full predictive power of UBI, but we’re 
not there yet. But I think, directionally speaking, 
eventually UBI will be a far more integral part of how we 
price for risk, because it’s good for society, it improves 
driving, and then the more accurate the price, the more 
fair your offer. So I think, in time, we will leverage the 
predictive power to a greater extent. 
 

 
Jaeme Gloyn, National Bank Financial  
 
Okay, thanks. Second question just related to the MGA 
platforms. We’ve got Frank Cowan now in Canada and 
clearly a focus in the U.S. Maybe just some comments 
around the MGA market in Canada and where you see 
that fitting into Intact. Is it really just to specifically pick off 
focused speciality lines or do you see a broader use for 
that strategy? 
 

 
Charles Brindamour, Chief Executive Officer 
 

Mike, do you want to take this one? 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
I would say that, on the Canadian marketplace, Frank 
Cowan obviously is aligned in a specialized sector, so 
that clearly launches us in that direction. I think as well 
our own view on MGAs is that the focus is important and 
there is a difference relative to their value delivery in the 
chain, i.e. are they bringing more than just placing risk? 
Are they seen as bringing value and risk control and 
underwriting and claims, et cetera? And I think that’s a 
differentiator over time. So I think we’re oriented towards 
MGAs that bring value in terms of breadth and operate 
more like we think of risk as an insurance underwriting 
company than just a risk placer. 
 
Having said that, there will be opportunities for us to both 
leverage the manufacturing income as well as the 
distribution income and there may be elements of MGAs 
or pieces of an MGA that, from a risk assumption 
standpoint, we may not be or are not comfortable with, 
and I think we need to be comfortable that that can be 
placed somewhere else, which obviously is an element of 
owning broader distribution on the MGA side. But I think 
our focus would be what value do they bring, how 
focused is it, and is it a combination of the services they 
provide as well as the deep risk understanding. 
 

 
Meny Grauman, Cormark Securities 
 
Meny Grauman from Cormark Securities. On the 
distribution subject, as you move more into distribution, 
especially in the U.S., I’m wondering how do you manage 
conflicts and specifically have you gotten feedback from 
customers, or do you expect to, that are upset about the 
distribution landscape coming into the manufacturing 
landscape? Curious about how that all works out. 
 

 
Charles Brindamour, Chief Executive Officer 
 
Yeah.  I see Louis Gagnon, who is President of our 
Canadian Operation, former broker, and builder of Intact, 
might I add, will share his perspective on how to be 
customer driven when you’re both involved in distribution 
and manufacturing, and we’ll translate that in the U.S. in 
a moment. 
 

 
Louis Gagnon, President, Canadian Operations 
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Good morning or good afternoon, everyone. Glad to be 
here. So, yeah, in Canada we’ve made a lot of progress 
in distributions, let’s put it that way. Since the last 30 
years we’ve invested in brokers in different ways. We’ve 
supported brokers to buy other brokers, to prepare their 
succession, make sure that they are ready to do 
business, to grow their business really. That’s what we’ve 
done. And we have a larger broker that’s called 
BrokerLink.  
 
And we do, in talking about BrokerLink, I think it’s very 
important to look at BrokerLink and see how we do to 
make sure that there’s proper governance based on 
customer needs and customer demand. And that 
question came up a few times lately by Brokers 
Association and I believe that we are, I would say, doing 
even more in making sure that our governance is strong 
in BrokerLink to let the people that are working in 
BrokerLink and the broker network we are operating in, to 
take the decision based on our customer-driven value. So 
the brokers are working for us are taking the decision 
based on the need of the customer. That’s first and 
foremost the most important thing. But they are aware 
that Intact is involved and we bring to that channel all the 
knowhow that we can bring that we do in AI in our direct 
business to increase and improve the customer 
experience in that business.  
 
So, when we look at the United States and we see can 
we do the same thing in the States, well, I think in the 
States it’s a different marketplace. First of all, we don’t do 
personal lines in the States. We do commercial lines. 
We’re more interested, I would say, to look at MGAs, 
MGUs, businesses that are more aligned with our profile, 
our business profile. So I think that’s how we look at it for 
now. We have no intention really to go into direct or 
regular broker in the States, because I don’t think it’s our 
line of business that we’re in right now. 
 

 
Charles Brindamour, Chief Executive Officer 
 
Mike, do you want to comment whether you’ve had any 
pushback to the last part of the question? 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Sure. Yeah, the short answer is no. Today in the U.S. we 
actually do have ownership of three MGAs, so our Dewar  
business, which is tuition reimbursement, is an MGA, and 
we have an MGA that we purchased in entertainment as 
well as in our marine business. So we have a few 
experiences with MGAs, number one.  
 

Number two, they are in specific focal points in sectors or 
segments and they are seen in that segment from the 
customer perspective as being, in each of those cases, 
leading providers to solve customer problems. So, from a 
customer perspective actually, our providing support to 
the MGA in those market places is seen actually as a 
positive to the customers. And as well, for other brokers 
or agents in the U.S., that’s an opportunity for them to go 
to a place where they know that the expertise is there, 
which is not necessarily the case inside of their own 
agency or broker if they have one or two of those kind of 
risks.  
 
So, at this stage my conclusion would be no and I think it 
has to come though from really being able to provide 
something for the customer segment, as Louis 
mentioned, that really is the key driver. 
 

 
Meny Grauman, Cormark Securities 
 
And then if I could just ask, ah, the title of the 
presentation is The Next Decade, so I think it’s 
appropriate to ask a long-term question. Just in terms of 
the competitive landscape over the next 10 years, how 
you view it, I think you talked about market share in the 
presentation in terms of additional consolidation, 
especially in the manufacturing side of the Canadian 
business, and I’m wondering about the type of players 
that you foresee popping up over the next 10 years. In 
your view, are there any meaningful players that are 
basically not players today that will be meaningful players 
in your business, especially in the core personal business 
in Canada over the next 10 years, specifically maybe a 
tech giant? How do you view that landscape changing 
over a long-term period? 
 

 
Charles Brindamour, Chief Executive Officer 
 
If you think about the next 10 years and you look at the 
big trends taking place in society, some will impact what I 
would call the risk pool. Risk being our business, the size 
of that pool is really important to our growth. And the 
other one is how new players can come in our 
marketplace and disrupt how the product is sold, bought, 
distributed, and so on.  
 
So, if you look at decade out, the risk pool, per se, is 
likely to get much, much bigger. And the opportunity set 
that comes for an organization like ours in that sort of risk 
expansion pool is significant. You can think of climate 
change being a big opportunity to increase the scope of 
our activity, because for every dollar insured there’s three 
to four dollars still uninsured in the context of North 
America. You can think of cyber, a massive pool of risk 
that is expanding, in part driven, well, largely driven by 
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technology. The future of transportation is changing 
meaningfully and that’s been a topic of the investor’s day, 
I think, two or three years ago where we lay out the role 
of sharing data, self-driving technology, and so on, and 
we think this is a pool that could shrink over time but 
could offer growth depending on how you position 
yourself. And then just legal inflation, we’ve seen very 
little of it in the past decade. We’re likely to see more in 
the coming decade. And when you stack up those four 
buckets, you can see that the sandbox within the markets 
in which we operate where there’s an opportunity to grow 
our activities is very, very significant.  
 
Then you can ask yourself who could come in the market 
and sort of change the profile of the marketplace. And 
since 2012 our thesis has been the bulk of the disruption 
outside of the risk pool will come in distribution. And that 
disruption will likely be driven by big brands with better 
customer insight and access to data and agile technology 
platform with great customer experience. So, clearly, if 
you think of disruptors as far as we’re concerned, it’s not 
clear to us they will come at the so-called manufacturing 
level. They might, but the change in the risk pools I’ve 
just described will be far more impactful on the 
manufacturing side. But on the distribution side of things I 
think one needs to expect that players with big brands, 
better knowhow and insight of customers and great 
experience might disrupt distribution. And that’s different 
depending on the line of business.  
 
You can think in both home, auto, potentially in SME, to 
an open market platform with a big brand potentially 
being a disruptor. You can think of the OEMs distribution 
of automobile insurance change over time as well and 
that’s why our strategy is built around bulking up 
distribution, having very strong brands to make sure that 
in a Canadian’s mind, if Intact is not on the platform, 
there’s an issue with that platform. So, brand, bulking up 
distribution, being amongst the best in the world in data, 
and then being deep in the physical world and creating 
an edge that’s very difficult to disrupt are the ingredients 
where we’re saying, “Look, bring it on. We’ll pivot. We 
have optionality. But we have elements in our strategy 
that are difficult to replicate, even for a big platform.” And 
I would say we doubt the big platforms will be in the risk 
business and therefore who they deal with to be credible 
becomes important and maybe an opportunity.  
 
But we expect disruption. We’ve been expecting 
disruption for a while. It hasn’t come at the pace we 
would have expected, but we’re assuming it’ll come. 
 

 
Brenna Phelan, Raymond James 
 
Good afternoon. Brenna Phelan from Raymond James. 
My first question is for Darren. So, your charts on Intact’s 

rate actions, earned premium, and lost cost inflation were 
very helpful. I was hoping you could give your view, given 
what I’d imagine is a less favourable lost cost inflation 
trend, what kind of pricing action you think is still required 
by the industry to move that combined ratio by seven 
points on average or at least in personal auto? 
Charles Brindamour, Chief Executive Officer 
  
Want to make sure we’re not telling the industry what to 
do in answering that question.  
 

 
Darren Godfrey, Senior Vice President, Personal 
Lines 
 
I think, if I look at industry results, not just in 2018 but 
even the first six months of this year, they’re very 
comparable to what I showed, which was all lines, so I 
think you can draw similar conclusions from what we 
showed from an all lines standpoint. 
 
I think the big question is around lost trends, about not 
just severity, which remains strong on the physical 
damage side, although we’ve broken the back of that with 
our actions, but also in terms of the extended frequency 
improvements as well too. I would suggest the industry is 
not seeing the degree of frequency improvement that 
we’ve seen. So, again, there are still a few pressure 
points there in terms of returning and restoring 
profitability from an auto standpoint. 
 

 
Charles Brindamour, Chief Executive Officer 
 
Yeah, I mean you can put your best guess on inflation 
and if we say seven points is needed then it’s kind of the 
rule of three to figure out how much rate the industry 
would need, but it’s clearly more than seven, because 
there is inflation in the system. 
 

 
Brenna Phelan, Raymond James 
 
Thank you. And next question, one for Carla, going back 
to distribution. Could you give us your perspective on the 
valuations of distribution platforms in the U.S. versus 
Canada and/or maybe specialty versus commercial and 
personal lines and how that impacts your degree of 
prioritizing your capital allocation? 
 

 
Carla Smith, Senior Vice President, Corporate 
Development 
 
So, maybe I’ll comment, first of all, thinking from a 
specialty lines perspective, looking at valuations 
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compared other lines of business. There tends to be a bit 
of a hierarchy and specialty is attractive these days. 
There’s no doubt about that. But I think one of the 
advantages that we have is the fact that we have strength 
in both manufacturing and distribution. I think it’s one of 
the reasons that we are equally interested to look at 
these intermediaries. And I think in that case everyone is 
different. Because of the fact that some of them are more 
like manufacturing, some of them are more like 
distribution, very difficult to value, first of all, but it really is 
a function of what types of synergies and benefit you can 
get out of bringing that intermediary onto your platform. 
So, for us, it’s just an additional reason why being able to 
look at opportunities, both in the manufacturing space as 
well as in the intermediary space, why it’s interesting. 
 
So, relative to other lines of business, if we step away 
from specialty lines for a sec, specialty lines does tend to 
be more richly valued these days, it’s a popular space, 
and so the other lines of business, by default, tend to, if 
we look at kind of the market and the presentations that 
many of you in the room have made to me, we see that 
there seems to be a bit less of a rich appetite for the 
other lines of business. But I think it really depends on 
the platform. It really depends on the type of businesses 
in the platform. There’s a lot of diversity out there and I 
would say particularly in the U.S., and so being 
disciplined with your valuations, really getting under the 
covers and understanding what’s the value creation that 
we as a platform can create as a result of a given 
opportunity, we spend a ton of our time, some members 
of my team are here today, we spend a ton of our time in 
research. We go very deep and we try to understand 
really what’s well beyond the surface in terms of what 
value we can create. And so, for us, we try not to broad 
brush. Despite what the averages might be out there, we 
really take a surgical approach looking opportunity by 
opportunity. 
 

 
 
Charles Brindamour, Chief Executive Officer 
 
Maybe I can add a couple of things. So, in terms of big 
difference, what we see between markets, so in 
distribution, one big difference in the U.S. is that there is 
a ton of private equity money chasing distribution assets 
in the U.S. and that is a source of valuation pressure that 
is different than what you would find in Canada. And I 
think the other advantage in Canada is that we know 
every distributor in the land and we do business with 
most of them and we’ve known then for a long time and 
that creates a very different acquisition dynamic, so to 
speak. But the presence of private equity was a big 
surprise, to me anyways, a few years back when we 
started to spend time there.  
 

The other difference is that if you think about specialty 
lines, which was an attraction for us, as you enter into a 
big market where you don’t have scale to start with and 
you think about the macro dynamics of the U.S. 
marketplace, if you look at the industries we profile, which 
I would tag at 8%, 9%, you know, in the long run, you’re a 
better place than I there, but it’s about 9%-ish over time, 
what you see is that commercial lines is more profitable 
than personal lines. And when you look into the 
commercial lines pie, you see that specialty lines, if you 
take a subset of players that call themselves specialty 
lines, is more profitable than commercial lines, per se. 
And that subset is big enough in the U.S. to be in a 
category in itself. In Canada you don’t really have a 
category in itself where you can point to certain speciality 
lines players, per se, to have a valuation discussion, so to 
speak. But the U.S. specialty line space is clearly more 
attractive than many other segments in the U.S. and, as a 
result, calls for what I would refer to as a premium 
valuation.  
 
At the end of the day, when we look at an opportunity, we 
want to generate 15% return on our target financing 
structure, which is ballpark, you know, 80% equity, 20%-
ish debt, and that’s what determines the maximum price 
we’ll be prepared to pay. And in distribution we have a 
threshold that says we want to return 12% unlevered on 
our distribution investment and a minimum of 15% when 
we take into account the manufacturing side of the 
investment. And the reason why that’s important, in my 
mind, and it connects back to your question earlier about 
conflicts, is that this forces a discipline on us to run our 
distribution business as some of the best distribution 
business out there and therefore drives a behaviour in 
distribution that says we need to put the interests of the 
customers first, otherwise it’ll be really tough to generate 
strong, healthy growing distribution earnings. And at the 
end of the day, it’s those metrics that determine the max 
we will be prepared to pay for an acquisition. 
 
Brian? Oh, sorry. I was looking at Brian; I didn’t confuse 
your name.  
 

 
Mike Phillips, Morgan Stanley 
  
Don’t mix me with Brian. That’s okay. Thanks. Darren, 
one question for your given the slide you put into the end 
on personal auto. Sorry, Mike Phillips from Morgan 
Stanley. Darren, your current personal auto book of 
business is pretty materially different today than it was 
just three years ago. Your comments on the mix coming 
in the door is different, what’s going out the door is 
different, your comments on frequency and severity, you 
know, pretty benign lost trend still, and the gap between 
the net earned and the lost trend. So, all that combined, 
why would we not think that your personal auto book 
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margins would continue to improve from what we saw 
just in the third quarter, which were pretty strong, 92, 93, 
94, somewhere in there, continue to improve from that 
pretty strong level already?  
 

 
Darren Godfrey, Senior Vice President, Personal 
Lines 
 
It’s a great question. I think we take the perspective of 
this is a longer tale. Yes, we’ve seen dramatic 
improvements in performance, but there’s still volatility in 
that portfolio. We know that there still is inflation in the 
system. We’ve done a successful job to date at fending 
that off but we know that that still exists. So, I think we 
will take a cautious approach. We would welcome low 
90s, but it’s not a number that we’re sort of banking on 
right now given the risk profile, given the longer-term 
nature of that particular line. So I think we want to be 
careful there. I think if you look at, as I said, a lot of our 
mix has driven declining frequency. That cannot continue 
forever. Now, we’re not pricing on that basis today but, 
again, at some point that will level out. So, again, Mike, I 
think we’re just being cautious in terms of the rate of 
inflation that we expect moving forward.  
 

 
Charles Brindamour, Chief Executive Officer 
 
Brian, do you have a question? 
 

 
Brian Meredith, UBS Securities 
 
Yeah, Brian Meredith, UBS. Two questions. First one for 
Mike. I’m just curious, um, we’re talking a lot about 
specialty lines, but the area in the U.S. that’s really 
seeing a massive amount of growth in rate increases is 
the non-admitted market, or E&S markets. What’s 
OneBeacon’s capabilities in that area? What are you 
seeing in that area? Is that an opportunity? 
 

 
Mike Miller, President, U.S. Operations & North 
American Specialty Lines 
 
Sure. Good question. We, today, have about 25% of our 
premium is in the E&S space. And by that, as you know, 
Brian, you have to sort of have a couple descriptors on 
that. For us, that really means it’s through the wholesale 
channel and it’s non-admitted. There is a nomenclature 
around a broad E&S portfolio, i.e., you know, it’s its own 
space. I would say we’re not an active participant in the 
broad base E&S space for all commercial lines risk; we’re 
really more in specific sectors, such as the excess 
property business and some of our professional lines 

where we would do some amount of that on a wholesale 
non-admitted basis in the U.S.  
 
So, we have capabilities there. We certainly have all the 
various structural, organizational capabilities. There 
wouldn’t be anything preventing us from doing more. And 
I would say to get into what you might describe as the 
broader E&S market is something that we’re not in today 
on a wholesale basis but there’s a possibility for us in the 
future. 
 

 
Brian Meredith, UBS Securities 
 
Gotcha. And then, Charles, just one, and it was 
interesting with the Board discussion, just curious as the 
distribution income becomes a larger and larger part of 
your overall earnings mix, I guess it could be probably 
close to 20% or maybe more than 20% of your pre-tax 
operating income as you look at 2020, does that ROE 
comparison relative to the industry really a fair 
comparison at some point given that it requires a very low 
capital base? 
 

 
Charles Brindamour, Chief Executive Officer 
 
We’re competing for the same economic pie and, you 
know, we’re building that platform in the near term 
through acquisition, and the acquisition, yes, the capital 
requirement to support growth might be lower, but the 
capital requirement to actually buy into these businesses 
is not necessarily much lower, because we still maintain 
our overall financing 80/20 structure as we deploy capital 
in that space. 
 
I think it’s, you know, it’s a good question. As this 
becomes bigger, should we think of our success metrics 
differently? Maybe. But this is an integral part of the 
industry in which we’re competing with and I would add 
that a number of players who have some ownership in 
distribution would treat distribution profit as a negative 
expense in their combined ratio. And so we don’t. 
Because our thought process is we’ve got to nail it as a 
manufacturer and we have to nail it as a distributor and if 
we start mixing things up, ah, this is tricky. But I think as 
that business grows it is a valid question in my mind. We 
see it as an integral part of our strategy. We don’t see 
ourselves as a conglomerate with independent parts. The 
various parts of the organization feed into a strategy 
that’s one strategy, but over time I think we probably 
were asking ourselves the question. In the near term it’s 
largely driven by acquisition as well and therefore capital 
matters here. 
 
Louis, do you want to add anything? 
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Louis Marcotte, Chief Financial Officer 
 
No, I think your point about the strategy—don’t forget, we 
started off this, ah, part of the strategy was actually seen 
as a reduction of costs in the broker channel, so we were 
sort of recovering that spend and hence it’s an integral 
part of the underwriting. So, you know, perhaps we’ll 
review it over time, but I’m not sure it’s compelling at this 
point in time, still a success factor. 
 
And on that, maybe we have to shut it down for questions 
and invite everybody, I think we’re serving lunch across, 
and we’ll have plenty of time to take questions one on 
one if you want to. 
 
I’d like to thank you for being here today and attending 
our Investor Day 2019. I’d like to thank my colleagues for 
participating and making their presentations, including 
our Board members, and invite you to join us across the 
hall for some lunch before you go back to work. 
 
On that, thank you very much, everyone, and hope to see 
you next time. Thank you. 
 

 
 
 
 


