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nsurance and Citizenship is the title of the
new magazine to be published as of now
by APS.

With the publication of this magazine we wish
to contribute for the dissemination and
knowledge on the important economic and
socialrole insurance can playin the life of
people, companies and society in general.

This magazine fills a gap and is addressed

to anon-specialised audience interested
nonethelessin theissues of insurance. The
main purpose of this magazine is to provide
information and to share opinions onanumber
of currentissues facing the insurance activity
using asimple language.

Insurance, as the name suggestsis, above all,
anunreplaceable means or tool of protection.

Such means of protection can be triggered
immediately in case of unpredictable events we
are seldom prepared for but which, to a greater
or lesser extent, affect our physicalintegrity
and property whenever they occur and of which
natural catastrophes are a prime example.

Butitisalsoasameans of protectionsetto help
us face events we know will occur, such as old-
age retirement, and which can be addressed by
anumber of insurance products, particularly
Pension Savings Schemes (PPRin Portuguese).

We selected as main themes in this edition,
givenits nature and relevance precisely natural
catastrophes and savings.

When covering these issues we did not focus
alone on the opinions of peoplein this sector. We
listened and gathered insights from people who,
although not working directly in this area, have
howeverinformed opinions we should listen and
take into account, along with testimonies about
successful experiences in other countries.

We focus also on literacy and on whatis being
donein this particular field or is being promoted
by insurers. This particularissue will be a
recurring theme in future editions.

We focus also on the trust consumers placein
the insurance sector. Trustis the building block
of any activity. At the end of the day the job

of eachinsureris essentially to commit to pay
certainamount whenever an uncertain event
provided forin contract occurs. In this context,
itis paramount that citizens trust that their
insurer will be there and ready to meet the
commitments made.

This magazine will have a half-year periodicity
and will be available also in digital format. In
today’s globalised world it will have also, at least
indigital format, an English version.

We hope you enjoy reading this magazine.
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|. Institutional
José Galamba
de Oliveira

Chairman of the Portuguese
Association of Insurers (APS)

“Despite the growth in Pension Savings
Schemes (PPR), the savings rate in Portugal
is still one of the lowest in Europe”

he big fires that broke in 2017 have
T relaunched the urgency of creating a fund
torespond to big natural catastrophes.
The Chairman of APS states that the sectoris
working already on a model covering not only

seismicrisk but also situations such as floods
and fires.

In 2017 the insurance sector witnessed a good
performance and growth. Canyouidentify the
major reasons that led to such growth?

2017 was indeed a very positive year for the
sector. Asregards the Non-Life business we can
confirm this growth that was already therein
previous years as aresult of the economic
recovery of the country. This was the main
factor that contributed for such growth. When
the economy grows Non-Life insurance usually
grows too. We sell more motor insurance and
workmen’s compensationinsurance which are
mandatory.

Butalso more healthinsurances as thereis more
cashavailable; more travelinsurance as we travel
more; and more company insurance as aresult of
the increase in economic activity. In 2017 there

was arecoveryinthe Lifeinsurance business
after some years of negative growth. This was
ayear of recoveryin the sale of financial
products based on lifeinsurance, particularly

2017 was indeed a very positive
year for the sector. As regards

the Non-Life business we can
confirm this growth that was
already there in previous years

as result of the economic recovery
of the country.”

savings products. This does not mean that
savings have grown in Portugal. There was rather
atransfer of savings previously allocated to
other products toinsurance products.



Does this mean that, despite a lower appetite
to save the Portuguese have turned to PPR for
savings purposes...

Yes. However, as | said before and despite the
PPR growth, the savings rate in Portugal is still
one of the lowest in Europe fora number of
reasons. APSrecently promoted aresearch
and the launching of abook on Savings and
Fundingin the Portuguese Economy, conducted
by ateam headed by Professor Fernando
Alexandre, to find out why the savings rate

has been falling sharply. The conclusionis

that thisis closely linked with the economic
difficulties experiencedin the last 40 years
where anumber of crises eroded people’s
wealth. And also because in Portugal there

is stilla strong culture of home ownership.
Hence, much of people’sincomeisinvestedin
purchasing own homes and traditional savings,
allocated to financial products, isnot as big asin
other countries.

What is your perspective regarding 2018 based
on the economic indicators known thus far?
The perspective is positive. We believe that 2018
may be even slightly better than 2017. The first
months of the year confirm thisidea. Thereisa
sustained growthin the sale of insurance in the
Non-Life business and also in the Life branch.
Looking ahead, and should these growth rates
persist, we believe that this may be a good year
inthe insurance industry too.

Is new legislation influencing this activity to be
expected?

Yes. The year of 2018 is being impacted by three
major legislative packages. The first, whichis
effective after January 2 this yearis the so called
PRIIPs package which pertains basically to the
sale of retail products based on Life insurances.
In May we will have new personal data protection
regulations which are not specific to this sector
but which will reflectinallindustries. The
insurance sector is greatly concerned with the
issue of data privacy and hence there are rules
that we have to make sure we comply with.
Andinthe secondyear-half a new insurance
distribution directive will be effective. This
directiveisimportant because it will seta

context of more regulation, butalso of greater
professionalism and requirementsin the sales
channel of insurance products to consumers.
This legislation, despite being very demanding,
will surely help the sector to consolidate and
evenimprove its goodimage next to the general
public, as shown by the results of the ECSI study
of 2017 (Customer National Satisfaction Index).

Last year was marked by major fires whereby
the sector was able to quickly respond to the
victims ...

That was one of the priorities of the sector when
the major fires of Pedré6gédo Grande broke and
afterthe15and16 October fires. The sector
didits best to quickly go to these areas with
specialised and multidisciplinary teams in order
to support those who lost goods and relatives.
The sector did well asit was able to take to the

“We believe that 2018 may be
slightly better than 2017. The first
months of the year are confirming
thisidea.”

field quickly and prompted itself to work and
solve problems swiftly without complicating
processes and procedures. Anditwenton
paying compensationsinadvance, even when
the processes were not100% closed so that
people could go back to their normal lives as
soonas possible.
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In light of these tragedies, it became clear that
much of the population did not acknowledge
the importance of protecting themselves
against this kind of events taking insurance
adjusted to the risks they are subject to?

Two messages come out of this tragedy. The first
is that those who were insured went back to their

Canyou share some points of that proposal?

In Portugal only 54% of homes have fire or
multi-risk insurance and of these, only 15% have
seismicrisk coverage. We are now studying the
possibility of making seismic coverage
mandatory for all who have multirisk or fire
insurance already and seeing how we can extend

“It makes sense for Portugal to have a catastrophes fund as part
of a structured and duly financed solution to face events of natural
origin causing major human and material losses.”

normal lives quicker, recovering their goods,
property, factories and companies than those
who were not. In this respect we should also bear
inmind that, in some cases, even those who

were insured did not have enough capital.

Thisisawarning we often send to people:itis
importantalso to have theright coverage and
enough capital. The second message that came
out of these situations of major disaster is that it
makes sense for Portugal to have a catastrophe
relief fund as part of a structured and duly
funded solution to face nature events that may
cause huge human and material losses. We have
been working on a proposal towards the creation
of afund specially focused on seismic risk,
considering that Portugalis a country where this
isaseriousriskand for which we need to come
up witharesponse.

The country does not have a quick mechanism
to mitigate this kind of risk. But it makes perfect
sense for this fund to supportalso other kinds
of naturalrisks causing huge damage and we are
also studying this possibility. But we should bear
inmind, however, that the seismicriskand other
nature risks are different, given their frequency
or the size of damages it may cause. Hence
solutions will have also to be differentin each
particular case.

the mandatory requirement of fire and seismic
risk coverage to allhomes. Thisrequirement
could be implemented step-by-step. We have
to doanumber of studies on the impact, at the
level of accountability of insurance companies,
on theresponsiveness of international reinsurers
and cost of such coverages, trying to find also
solutions forrisk situations that were refused
inthe past. Thereis also the awareness thatin
poorer households it may be difficult to take
insurance with seismic risk coverage. We have
also to come up with a solution for such cases.

What do you think the new model of the
financial sector supervision will be?

We have read the Government proposal asit
was available for public consultation. There
are some aspects we like, particularly the fact
that we will continue to have three regulators
considering that these are three different
businesses. Maintaining the Portuguese
Insurance and Pension Funds Supervisory
Authority (ASF) in charge of supervising the
insurance sectorisveryimportant. We believe
also that there has to be greater coordination
between the threeregulators. We believe,
however, that it would make sense to reinforce
only the roles of the current National Council
of Financial Supervisorsinstead of creating a
new super structure, in order not toincrease
too much the cost structure of supervisionin
Portugal.



You mentioned the fact that the level of savings

in Portugalis very low. Would it be important to

offer fiscal incentives again for pension-related
products?

Thisis a situation for which we have submitted
concrete proposals to beintegratedin the
Government Budget. But the proposals we
submitted have not been covered (yet) in the
Government Budget for 2018 and we

not forget that this savings may then be
allocated toinvestmentin Portugal. We are
therefore working in order to anticipate this
product so that we may be better prepared,
also because we have experience and a story
of success with PPR. The PEPP has many of
these characteristics inspired on PPRs.

“APS believes that granting fiscal incentives for savings related
products s highly relevant for the country and very important for
our citizens, who need to be helped with saving for their future.”

understand that there was noroomyet to cover
thisin the State Budget. But APS considers that
granting fiscal incentives for savings allocated
exclusively toretirementis avery relevant

theme for the country and very important for our
citizens who need to save for their future in order
to be able to have a more dignified life and with
less difficulties after their working life and that is
why we will insist on this proposal.

The European model currently being developed,
PEPP (Pan-European Individual Pension Plans),
will be a feasible alternative to foster pension
savings?

The European model has very specific
characteristics such as, for example, the issue
of portability. A citizen may be working in
Portugal and join a pension savings product

of thiskind and if, in the future, he decides to
move to France or Germany he may take this
product and make contributionsinanother
country. There is the awareness that we need
towork the complementary pillars of Pilar | of
social security and the PEPP provides an good
answerinthatrespect. When this product will
be approved at European level, Portugal has to
be able to come up with an answer. If, by that
time, we have already a product with some tax
incentives, we may even attract savings, both
from the emigrant orimmigrant community and
thusincrease savings in Portugal. We should

Portugal still lags behind Europe as regards
financial literacy?

The theme of financial literacy has been always
endorsed by APS. We feel there is a major lack
of knowledge as toinsurance, whatis an
insurance contract, on the advantages of
takinginsurance and the importance this may
have to manage riskin our lives. APS has been
working towards the development of content
toraise the younger population’s attention to
these concepts. Among the many initiatives |
would like to mention the privilege of relying
onthe collaboration of authors Isabel Algada
and Ana Maria Magalhdes who wrote adventure
books oninsurance so that the young may feel
motivated and may acquire some knowledge
inthisareainasimple manner. Thereisalsoa
protocol with the Ministry of Educationin order
to talk aboutinsurance andriskin schools.

APSis currently studying, in partnership with the
Foundation Dr. Anténio Cupertino de Mirandain
Oporto, the possibility of doing the same with
the seniors, in order to draw their attention on
how insurance can help their livesin old age.
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José Almaca

Chairman of the Portuguese
Insurance and Pension Funds
Supervisory Authority (ASF)

“Measures of fiscal nature are animportant
factor to stimulate supplemental pension

savings”

and Pension Funds Supervisory Authority
(ASF) highlights the solidity and capacity
of adaptation of the Portuguese insurance
sector. Inlight of the low levels of savingsin
Portugal, José Almaca states that we livein
acontextwhereitisincreasingly important
to have pension supplements.

T he Chairman of the Portuguese Insurance

How do you see the insurance sector
in Portugal? Is it solid?

The Portuguese insurance sector has been
demonstrating its solidity, robustness and
adaptability to situations of high uncertainty
and change. Inrecentyears, the profitability
and solvency of insurance companies under
ASF prudential supervisionis growing, reflecting
the improvementin the macroeconomic and
financial environment.

The analysis of recent years shows that the

sector, despite being affected by the particularly

adverse situationin financial markets and the

national economy, has been able to withstand
the impact of the crisis and, at the same time,
to contribute to maintaining national financial
stability by acting as a source of liquidity and
financing for national banking groups and the
State. During this time the sector had to deal
also with a significant change of the regulatory
framework, as well as to adapt to a context of
changesinthe shareholder structure in several

“The Portuguese insurance
sector has been giving proof of its
solidity, robustness and capacity
to adapt to highly uncertain
conjunctures.”

of the main operators. This experience
allows us to look at the future of the sector
with confidence, while not neglecting the
vulnerabilities and the challenges we face,
where | would highlight the impact of new
technologies on the economy and society.



The levels of savings in Portugal are the lowest
in Europe, without forgetting that in the future
retirement pensions will be very low. Life
insurance products could become aviable
supplement to maintain the level of income
wheninretirement?

The scenario of low interestrates and the
national savings levels, at historical lows, does
limit the potential growth of the Life business.
Despite this, some positive signs have been
witnessed in the last year, namely the growth
of PPR production by around 30%. This positive
performance can be partly explained by the
low levels of remuneration offered by other

“The creation of PEPP is seen

as a new opportunity for the
growth of the European market

of products of individual pensions,
contributing for the development
of safer complementary regimes.”

savings products, namely deposits. On the
other hand, although the fiscal attractiveness of
PPRs has beenreduced vis-a-vis the past, these
products continue to benefit from “entry “ tax
advantages, subject to the limits of the total of
taxable deductions and “exit” tax advantages,
provided that the conditions are there. Hence,
fiscal measures are animportantincentive to
supplementretirement savings.

Over the years, PPRs have been a strong source
of revenue forretirementand, in a context
where it becomesincreasingly important to hold
pension supplements,itis extremely important
to find ways to strengthen thisrole.

The new European product of retirement
savings, PEPP, may act as a factor to foster
this kind of insurance?

The creation of PEPPisseen asanew
opportunity to grow the European market

of individual pension products, contributing
for the development of safer complementary
regimes in terms of costs that render mobility
of workers at European level easier.

The proposal of regulation on PEPP s still
indiscussion stage and so thereforeitis
difficult to anticipate the impact this initiative
may have. However we should highlight the
similarities between this product and the
already existing PPRin the Portuguese market.

One of the great merits of this proposalis

to bring to the public debate the issue of
supplementary saving and the characteristics
that products to be used for that purpose
should have.
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Ricardo
Mourinho Félix

Deputy Minister of Finance
and Secretary of State for Finance

“The insurance and pension funds
sector will benefit from the reform
of the supervision model”

he Deputy Minister of Finance and
T Secretary of State for Finance assures

and reinforces that the sector will maintain
aspecialised supervisor. Mourinho Felix has no
doubts that the reorganisation of functions will
render the supervision system more rational,
coherent and efficient. This reform will take
place during this legislative period still. This
member of government admits his risk aversion
and thatis why he has subscribedinsurance
products that go beyond the strictly mandatory.

When can we expect new developments
asregards the new supervision model of the
financial sector? Canyou share what reforms
will be made?

The Government sees the model of financial
supervisionasanimportantreformto be
implemented during this legislative period. Itis
anissue that has been pondered and studied
carefully, without haste. The project to be
presented by the Government stems from the
proposal of the Working Group, coordinated by
Mr. Carlos Tavares, and incorporates some ideas
discussed with the supervisors. The proposal
considers the changes that are necessary to
improve the efficacy of financial supervision.

We are not going to change the architecture
just for the sake of it. We are going to change
what brings more gains for the efficiency of
supervision and for the financial sector. The

insurance sector and the pension funds,
in particular, will benefit from this reform.

And how will they benefit?

First because they maintain a specialised
supervisor thereby assuring a good level

of knowledge and experience in supervision

of these sectors and ensuring some stability
inthe relation with the supervision authority.
This reorganisation of roles will lead to a more
rational, more coherent and more efficient
supervision system, eliminating duplications,
filling gaps and preventing eventual conflicts

of interest. In this reform of financial supervision
the Insurance and Pension Fund Supervision
Authority (ASF) will have a greater participation
inthe implementation of resolution measures as
wellasin macro prudential supervision.

ASF willbeinabetter position to ensure stability
of the insurance sector regarding risks generated
inother sectors or problems generated in other
entities. Finally, the creation of the Council

of Supervision and Financial Stability (CSFS)

will ensure a better performance regarding
coordination.  would like to highlight the role
CSFS will have in the regulation, something that
will certainly contribute to improve the quality
of legislation in the financial sectorand ensure
greater speed as toits design.



Insurance companies are among the biggest
institutional investorsin Portugal, with a
portfolio of more than 50 billion euros, most

of itallocated to Portuguese government debt.
Which arguments would you use to persuade
these companies to continue investingin
Portuguese government public debt?

The Portuguese economy s living avery
positive moment, with perspectives of robust
and sustainable economic growth, based
oninternaldemand butalso on the ongoing
increase of exports. The creation of stable and
quality employmentis of utmostimportance to
retain talentin the country as opposed to the
exodus experienced in the period immediately
before. Furthermore, the country now presents
balanced and healthy accounts. The 2017 deficit
was the lowest of Portuguese democracy

and government debt witnessed the biggest
reduction as a percentage of GDPin almost

two decades. The sustainable and responsible
budget consolidationis one of the pillars of the
policies of the current Government and has been

component of Portuguese public debtin the
asset portfolios of these institutions.

The government will pursue its prudent
management of sovereign debt. Aside from

the downward path of the debt burden in GDP
we now have also a solid financial buffer to face
any unpredictable event that will put pressure
on the markets. Normalisation of the European
Central Bank (ECB) monetary policy has reduced
risks for the Portuguese debt.

On amore personal note, do you take only
mandatory insurance or do you care to reinforce
your protection and that of your family taking
optionalinsurance?

As ariskaverse agent throughout my life I have
takeninsurance products that go beyond the
strictly necessary in order to coverrisks | prefer
not to incur. Within this context | have taken car
insurance and multi-risk home insurance with
coverage beyond the strictly necessary.

“In this reform of financial supervision the Portuguese Insurance
and Pension Funds Supervisory Authority (ASF) will have greater
participation in the implementation of resolution measures as well

as in macro prudential supervision.”

an acknowledged success by bothinvestors
and financial rating agencies - most of which
have place sovereign debtin “investment grade”
inthe last months, something that twill be
reinforced throughout this year.

Thereis therefore greater confidence?

Confidence in the Portuguese Republic debt
isincreasing the appetite of different types of
investors and has allowed to regain investors
with long term perspectives, such asinsurance
companies and pension funds. Diversification

of the investor base and increase in liquidity have
gradually reduced the volatility of interest rates
of debtissued by the Portuguese Republic, which
are very appealing in developed economies.
Taking into account the investment profile of

the insurance sector and pension funds it makes
perfectsense to consider a more expressive

Atthe level of lifeinsurance and pensionincome
supplement | have subscribed some PPRs in

my life. The insurance sector and pension funds
offer today, in the Life branch, products that
allow you to diversify savings products portfolio,
with very interesting characteristics from a
medium and long term perspective and very
competitive, with banking products and financial
tools available in the market. | privilege mostly
adiversified portfolio matching my risk profile
whichisrelatively conservative.
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The Portuguese insurance sector has moved from
amostly national shareholding control to the
control by foreigners, with the entry of new
players like the Chinese and the Americans. How
doyou see this foreigninvestmentin the financial
sector?

Allinvestmentis welcomein Portugal. Investors
from other geographies who believe in the
countryandin the path thatis being followed
have avery positive role and have provided
animportant contribution to the Portuguese
economy after a particularly difficult moment.
The current success of Portuguese economy
owes to allinvestment thathas been made and
which has allowed a set of entrepreneurs to put
their talent at the service of Portuguese economy,

also essential that financial operators believe
andrespect the demands and the needs of their
customers. Amajor step in thisrelation between
clients and financialinstitutionsis the initiative
the Govern presented recently regarding the
marketing of financial products. Itisadraft law
which transposes the Directive of Markets of
Financial Instruments (DMIF Il). The essential
objectives of this diploma are, on the one hand,
to ensure greater protection of non-professional
consumers and investors. And on the other hand,
toincrease the transparency of services provided
by the Financial Institutions. The proposal we
presentedimposes restrictions on the sale of
some financial products, expands the amount

of customerinformation and reinforces sanctions

“The role of supervisors and associations of the sector
is fundamental within the scope of financial literacy.”

thereby enabling job creation and bringing back
citizens' confidence in their own future. Inan open
and fairly integrated economy like the Portuguese
more important than the passport of shareholders
is to retain companies in the Portuguese market. It
is fundamental that shareholders, irrespective of
their nationality, make a sustainable management
of their businessesin the medium and long term,
both from a financial perspective and as regards
the creation of qualified employment, sharing the
wealthandinnovation generated. All thisads to
the economic development and well-being of the
Portuguese.

Inrecentyears there has been a proliferation
of legislation forcing operators in the financial
sector to provide consumers awide set of
information. On the other hand, surveys
regarding financial literacy in Portugal show
thatitis very low. Consumers of financial
products have the capacity to assimilate all this
information? Or wouldn’t it be more efficient to
bet on the reinforcement of consumer training?

Inrecentyears we have evolved significantly as
regards mandatory information for consumers
of financial products, not only in quantity but also
quality. Itis essential that all legislative measures
are pondered, taking into account the level of
financial literacy of consumers. Anditis

on bad commercial practises. In order to minimise
therisks of conflicts of interest new rules are also
defined for the training and remuneration

of workersin financial institutions and the powers
of the supervision authorities are also reinforced.
The Governmentis also completing projects of
transposition of other two diplomas, the Directive
of Payment Services (DSP Il) and the Directive

on the Distribution of Insurance (DDS). Both,

like the DMIF II,aim at reinforcing the quality of
information provided to customers of financial
services and products.

But thereis still the need to reinforce financial
literacy...

The new legislation does notreplace the

need to develop another priority: increase of
financial literacy of the Portuguese. The role of
supervisors and of the association of the sector
is fundamental within the scope of development
of financialliteracy.  hence would like to take this
opportunity to acknowledge and praise the work
thathasbeendonein this field by the Portuguese
Insurance and Pension Funds Supervisory
Authority.



Il. Insurance in numbers

Profits of insurers more
than doubledin 2017

Stable, competitive and able torespond to

the responsibilities. These are the three main
ingredients that have steered the activity of
insurance companies, despite the crisis the
country faced after 2008. The figures pertaining
to 2017, disclosed by the Portuguese Insurance
and Pension Funds Supervisory Authority (ASF)
reportagrowth of 120% in netresults of the 43
companies, under the supervision authority,
to 350 million euros. The volume of insurance
production translatedinanincrease of 3,2%in
the Life (e.g. life and financial) and 5,6% of the
Non-Life business (health, motor, workmen's
compensation,among others). The production
volume in Portugal was above 11.5 billion, which
translatesina 6,3%increase on the amount of
2016.

Key figures:

e The Life branch grew 5,8% in 2017, reaching
7,06 billion euros, contrary to the downward
trend of 2016.

e Inthe Life branch we should highlight the
growth of around 30% of Pension Savings
Plans.

e The Non-Life business witnessed anincrease
in production of 7,1%, to 4,49 billion euros in
tandem with a growthin all categories.

ASF states that “the Life branch inverted

the decreasing trend of the last two years”

and points to the “weight of Pension Savings
Schemes (PPR) whichin 2017 represented around
33% of the production of the Life branch (26%

in 2016) and its productionincreased 30%". The
ASFreport states that, in the Non-Life segment,
the type of insurance that contributed more
forthe increase in production was Workmen's
Compensation Insurance (11,5%), Health Insurance
(8,8%) and Motor Insurance (3,9%), representing
around 70% of the portfolio.

e Thereare 73 insurance companies established
in Portugal, employing10 575 people.

e Insurers are at the top of institutionalinvestors
in Portugal. The volume of the investment
portfoliois 51 billion euros, around 27% of the
country’'s GDP. Around 70% of this investment
portfoliois allocated to government bonds
and private bonds.
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Productionin the first quarter of 2018

Thousand
GROSS WRITTEN PREMIUMS Tuies Change Structure
SINCE JANUARY
2017.03 2018.03 Nominal Real 2017.03 2018.03

LIFE 1.864.617 1.927.373 3,4% 2,6% 60,9% 60,1%
Risk 269.277 274.649 2,0% 1,2% 8,8% 8,6%
Capitalisation 1.021.485 910.995 -10,8% -1,5% 33,4% 28,4%
Products
Retirement Savings Plans 573.856 734.400 28,0% 27,0% 18,7% 22,9%
(PPR)
Capltal.Redemptlon o 7330 B B . 0,2%
Operations
NON LIFE 1197.750 1.281.182 7,0% 6,2% 39,1% 39,9%
Accidents & Health 477.371 513.575 7,6% 6,8% 15,6% 16,0%

Workers Compensation 196.772 219.197 1,0% 10,6% 6,4% 6,8%

Health 242.008 254.901 5,3% 4,5% 7,9% 7,9%
Fire and other damage 222.246 233.128 4,9% a,1% 7,3% 7,3%
inproprety

Households 120.968 127.489 5,4% 4,6% 4,0% 4,0%

Commerce and Industry 80.327 81.173 1,1% 0,3% 2,6% 2,5%
Motor 417.395 453.108 8,6% 7,7% 13,6% 14,1%
MAT 15.368 13.788 -10,3% -11,0% 0,5% 0,4%
General Liability 37.031 36.891 -0,4% -1,1% 1,2% 11%
Miscellaneous 28.339 30.692 8,3% 7,5% 0,9% 1,0%

TOTAL 3.062.367 3.208.556 4,8% 4,0% 100% 100%



Theinsurance industry stands out from the
remaining economic activities given the strong
interventionin areas of clear socialinterest,

Is the totalamount
1,6 of premiums received
NG by the insurers from
billions clients (excluding taxes)
as compensation for
— services provided.
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operatingin Portugal l l

with, at least, one
stable outlet.

73 insurance
companies

Despite the evolution witnessed in the last
decades, Portugal still reports figures below
the European average as regards premiums per
capita. In light of this scenario there seems to
be aclear margin for the development of the
insurance activity in the country.

Premiums per capitain different
countries of the European Union
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such as the protection of people and goods
and management of savers savings.

It's the weight of the
om insurance activity

@ D inthe economy.
[Iamiaafseaaaaa This weight is

ascertained as the
ratio between the
volume of premiums
of the activity and
the GDP.

Assetsunder management -
represent the total of investment
held by insurance companies finnani}

and which is mostly allocated 53,1 ERER
to the government debtand HTH

to the private business sector, bllllon
thereby contributing for the euros

development of different
economic and social activities.

The indicator “Premiums per Capita” represents
the ratio between the total volume of premiums
generated by the insurance activity (either
supported by privates or by companies)and
the populationresiding at a given country.

Pension Savings Schemes (PPR) under the form
of insurance which typically combine capital
andincome guarantees with acomponent of
participationinresults deserved the confidence
of the Portuguese during the last decades.

It's the number
of individuals
having a Pension
Savings Scheme
under the form
of insurance.

2 million
insured people
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Managed accumulated savings - The insurance
sectorisresponsible for gathering savings from
privates. Thisis the totalamount of liabilities
accumulated by theinsurance sector towards
these individualsin PPR products. Thisamount
represents around two thirds of the total of
liabilities of the Life branch.

14,3
billion
euros

The insurance activity plays a crucial role in financing after extreme events. An adequate
management of insurance and coverages taken may speed up significantly the processes
of socialand economicrecovery.

%

3,2 million
insured homes

Approximate number of family homes with
aninsurance contract valid until the end of 2017.

0,9 million households
with seismic risk coverage

Approximate number of family homes with an
insurance contract covering seismic risk at the
end of 2017.

o
54%
Represents the percentage of family homes with
avalid fireinsurance contract, at the end of 2017,

compared with the total of the housing stockin
Portugal (around six million households).

15%

o

Represent the percentage of family homes
with insurance contract covering seismic risk,
at the end of 2017, compared with the total of

the housing stockin Portugal (around six million
households).



Thanks to careful and efficient management of its investment portfolio and the results generated
theinsurance sector has the capacity to give back society every year the fullamount - or even more
of the premium amountreceived from policyholders.

373 million Represents the estimated amount of the
euros of aggregate results of insurance companies
aggregated operatingin Portugal with, at least, a stable
result insurance branch for the year of 2017.
Represents the financial buffer held by insurance 177% is the
companies above the capitalamount required by the L
legislationin this sector. Anindicator that points to the solvency
solidity and resilience of the sector. margin
3’2 billion Until the third month of 2018 the insurance sector
q q issued around 3,2 billion euros in premiums, which
premiums issued represents avariation on the same period of the
(in 2018) previous year of 4,8%.

Until March 2018 the insurance sector paid nearly
2,5 billion euros of compensation. Thisamount
represents avariation compared to the same
period of last year of around -6,1%.

2,5 billion costs
with claims

On March 2018 mathematical provisions, which
represent the amount of liabilities of the Life segment
were 40 billion euros, which represents a variation of
around 3,2% compared with the same period last year.

39,5 billion euros
in mathematical
provisions

For each euro the sector collected as premium

of the Non-Life business around 76 cents were
returned under the form of compensation.
Thisamount does notinclude the costs incurred
byinsurance companies with their structure
(salaries, suppliers, communication,among others).

76% Non-Life
claims ratio
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Ill. Insurance
and Natural
Catastrophes

Response from
insurersin the field
inrecord time

he year of 2017 willremainin people’s
T minds as one of the most tragicin terms

of fires, both asregards the total of burnt
area and number of fatalities. When confronted
which such a catastrophic scenario, insurance
companies were able to review processesin
record time and to identify in the firesin the
municipalities of Pedrégdo Grande, Castanheira
de Peraand Figueir6 dos Vinhos a total of almost
500 claim processes, most of them pertaining to
home insurance. The sector ascertained also a
globalinsurance cost of around 22 million euros.

The efficientand swiftintervention of the
insurance sector was put to the test once

again during the second wave of fires of major
proportions that occurredin Octoberinthe
Northern and Centralregions of the country.

It what was the biggest of such eventsin

the history of insurance activity in Portugal

and companies received around 4400 claim
processes, whereby, almost three quarters
pertained to home insurance. More than 235
million euros compensation resulted from this
tragedy and more than three quarters of this
amount were destined to compensate the losses
incurred by commerce and industry companies.

Insured catastrophe losses 1970-2017 in USD billion, at 2017 prices

160
1 1992: Hurricane Andrew 140
2 1999: Winter Storm Lothar 120
3 2001: World Trade Center 100
4 2004: Hurricanes Ivan, Charley, Frances
5 2005: Hurricanes Katrina, Rita, Wilma =
6 2008: Hurricanes lke, Gustav .
7 2011: Japan, New Zealand earthquakes, 40
Thailand flood 20
8 2012: Hurricane Sandy

@ Earthquake/tsunami
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9 2017:Hurricane Harvey, Irma, Maria 1970 1975

1980 1985 1990 1995 2000 2005 2010 2015

® Weather-related catastrophes Man-made disasters



Solidary insurers
in time of tragedy

he tragic dimension of firesin June and

October 2017, which caused numerous

material losses and aunprecedented
number of human losses, inacombined context
of absolutely adverse weather conditions and
severalinefficiencies at the level of help and
supportto the victims of fires, forced insurance
companies to go beyond their normal function,
that of paying compensation resulting from
insurance contractsin force. Hence, inan
unparalleledinitiative, the companiesin this
group decided to form,inthe Portuguese
Association of Insurers, a special Solidary Fund
of almost 3,5 million euros for extraordinary
support to the families of victims of fires and
serious wounded.

The objective of this Fund was to help

these families reorganize their lives to meet
immediate needs, according to their losses.
The Management Commission of the Solidarity

&3 =

—
‘Associacio de seguradoras visita zonas afetadas
Viseu

ONLINE

Fund, formed by APS and many insurers, was
coordinated by Full Professor Pedro Romano
Martinez, of the Faculty of Law of Lisbon,

who defined the terms, the limits and criteria
of compensation. This Commission decided in
concrete the distribution of amounts among
the eligible beneficiaries, having organised

10 work meetings to analyse and decide the
compensation processes. In these meetings
were analysed 109 processes of deceased
victims and 27 processes of serious injured
and these processes were then prepared by
experienced teams appointed by some of the
Associated and which, in the field, gotin direct
contact with all the potential beneficiaries of
the fund.

The Solidarity Fund was closed on March 2018,
after paying compensation to 157 families of
deceased and to 27 serious wounded, in the
globalamount of 3,409 million euros.

30-11-2017 20:33

Diario.viseu

Seguradores visitam
zonas afectadas
pelos incéndios

Hoje Delegacio desloca-se 3
mais directo" com as populag

CentroNoticias
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Seguradores visitam zonas afetadas pelos incéndios.

habitagdes sem seguro - seguradores

Indemnizagoes pagas até dois meses

Expresso

30-11-2017 20:12

preluizos-nos-fogos-de-outubro

29-11-2017 2051

Incéndios de outubro s30 o maior sinistro da
histéria da ati Portug:

al

sinistro da histéria

Incéndios e outubro representam um maior
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Associagdo Portuguesa de Segural
visita zonas afetadas pelos incéndi

tpiw (ClopingDetais aspx7ic-
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Seguradoras defendem que devem ser
are obrigatdrios os seguros para todo o
tipo de habitagdes

28-11-2017 21:11
val visitar amanha
regiao do Viseu

ha

https: t ue-devem-ser-
obrigatorios-os-seguros-para-todo-o-tipo-de-habitacoes 21043785
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Major events in Portugalin the
last Major events in Portugalin

i

the last five years
Compensation amounts

H Storm in Mainland Portugal
LS/ 5544 claims reported
2014 11,5 million euros
September Floods !n the West of Portugal
489 claims
2014 1,5 million euros
november Floods |!1 the Algarve
1762 claims
2015 15,5 million euros
Firesin Madeira
aUgUSt 328 claims
2016 19,7 million euros
; Fire in Pedrégao
june 493 claims
2017 22,4 million euros
october Firesin the Centralregion
4177 claims
2017 235,4 million euros
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V. Financial >

Literacy

Focusing on
the children

oteachandtodraw young people’s
attention to the concepts linked to
insurance through pedagogic initiatives

is the motto of the project of Financial Literacy
promoted by the Portuguese Association of
Insurers (APS). With this project, in the field since
2013, APS focuses on the informal teaching of
themesrelated to theinsurance area. In order

of charge and its missionis to disseminate the
values and concepts of insurance activity.

This initiative becomes even more relevant now
taking into account the results of the research
“When will the Penny Drop: Money, financial
literacy andriskin the digital age”, promoted

by Allianz Global Investors, which concludes

The objective has been to raise the younger generations attention
to the importance of insurance as a means to anticipate, alleviate
or compensate risk situations people may be subject to.

to achieve these two major tools were adopted:
acollection of books and a collection of games.
The objective has been toraise the younger
generations attention to the importance of
insurance as a means to anticipate, alleviate

or compensate risk situations people may

be subject to. Hence APS makes schools and
families tools available to understand the
social value of insurance anditsimportance for
individuals and groups.

Written by the authors, teachers Isabel Algada
and Ana Maria Magalhaes, the collection of
books oninsurance has as target audience of
childrenbetween 8 and 10 years. The collection
of interactive games, in turn, is targeted for
children between 5and 13 years of age. These
games were developed for APS by CITI - The
Interactive Technologies Research Centre

of Nova University in Lisbon. This collection
contains a set of digital games with access free

thatonly 7% of the Portuguese have answered
correctly to the five basic questions on financial
literacy and risk. The same research shows that
Portugalis,among European countries, the
second worse in terms of financial literacy and
risk after Italy. Austria, Germany and Switzerland
are on the top positions of this ranking and Spain
slightly above the average.
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sabel Algcada (IA) and Ana Maria Magalhaes

(AMM) are the two authors of the children-

youth book collection promoting the theme
of riskandinsurance next to the young. The
authors highlight the importance of the
partnership established with APS to help
clarifying the conceptsrelated toinsurance
and toimprove Financial Literacy. Anew book s
already being prepared on cyber risks, a warning
signforallages.

How do you assess the youngers’ knowledge
asregards financial literacy?

IA: Our societyis notyetvery well trained and
needs more financial information. In the financial
areathereisagreat deal of information available,
butitis often presentedinanoverly technical
way thereby preventing the public to getitand
absorbit. Information has to be transformed
inorder to become easier to understand by

the general public so that people canuseit to
improve their lives. In the case of children either
they have thisinformation already, given the
usual practice in their families, or it will have to be
the schoolto convey it. In our country thereisa
financial training plan target specifically for the
young and things are improving. But we are not
yetinaposition to say that the young have the
desired level of financial literacy. Itis essential
that citizens have access to information allowing
them to make decisions on what concerns them
directly, so that they do notrunrisks and will be
able to manage their resources.

Isabel Al¢cada and
Ana Maria Magalhaes

Authors of the book collection
“Insurance and Citizenship”, by APS

AMM: Itisaveryimportantissue thatis notyet
onthe public agenda. Itis far from being atheme
that enters the pores naturally. But there are
many schools including literacy in their programs
and thereis also a National Financial Training
Plan. But this takes time.

Initiatives such as the National Financial Training
Plan (PNFF) or those of APS are positive to
increase knowledge in this area?

IA: APS and the Financial Literacy Programin
general have made an effortin this direction
and has provided good results. When we first
started to work with APS, we felt that we too
were obtaining usefulinformation for our

“It is essential that citizens have
access to information allowing
them to make decisions on what
concerns them directly, so that
they do not runrisks and will be
able to manage their resources.”

Isabel Alcada

day-to-day life. We understand the true nature
of insurance ina different way. We understand,
forexample, the social role of insurance and its
importance as anticipation of situations that can
afflict people and can bring serious problems to
their lives, the lives of families and organizations.
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The work APS is developingis extremely relevant
becauseitisaddressed to societyin general,
butalsotoschools,anditisvery clear that there
isnocommercialintention to sellinsurance. It
isopenandusefulinformation. APS, being an
organization thatjoins all the entities that work
inthe area of insurance, has a level of exemption
thatisveryimportant.

AMM: It has beenimportant, but we are still
far from sayingitis concluded. Thereis still
much to do. These new notions take time to
beinternalized. The fact that we worked
together with APS was important to gather
information and to prepare ourselvesalsoin
our lives. Often adults may be aware that there
isinformation, butitis presentedinavery
complex way. The success of thisinitiative
also has toinclude both learning and
acknowledgement of itsimportance by the
teachers so thatit will have animpactin schools.

The National Reading Plan (PNL) has been
cherished by both of you. What balance do you
draw from this plan and what are the initiatives
being planned?

IA: Without wishing to be ajudge in my own case,
| believe thatin order to be financially literate
there has to be reading literacy. Without this
intellectual powers to help us analyse reality we
donotdevelop enough.

Financial literacy therefore requires reading
literacy. If people do notread well they don’t
thinkin a way that will enable them to understand
the world around them with the depth thatis
required from each citizen today. The PNL had
averyimportantimpact on the development of
the literacy levels of the Portuguese particularly
childrenand young people.

And now itis widening to cover also adults.
The impact was great because teachersjoined
inspontaneously and saw that it was worth

joining a project that had simple initiatives

and proposals. Each teacher can work reading
and writing as he or she wishes and use the
books that they find more appropriate for their
students.

AMM: PNL was a fantastic initiative even more
so because throughit we can work everything.
From love to books to arousing intellectual
curiosity, to broadening the basic culture of
children and young people. It'sa bottomless pit
with countless possibilities. Now itis restarting
with a new dynamic and with all possibilities.
And also because teachers can choose what
they prefer to work with.

What were the main changesintroduced in this
edition?

IA: The new edition also gives emphasis to
writing, in addition to beginning this kind of
intervention earlier so that learning can become
more effective. It promotes the taste for reading
that was the initial focus of the plan, along with
the readingin class of works that truly interest
students. Now itaims to embrace adults also.

AMM: In this particular aspectand as regards
adults we can define works and come up with
strategies. Butin the case of young people,
considering that they are stillin school, we can
come up with lots of suggestions and teacher
canthenadapt them how they see fit. As for
adults, itis not that easy as they are scattered.
Evenso,if there are good suggestions, there
will be institutions that will follow them, such
as groups of readers assisted by people
interested in this subject. One can always

do somethingif thereis a will.
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The partnership with APS resulted already
in the publication of four books oninsurance.
How does the creative process unfolds?

IA: The Portuguese Association of Insurers
isaninstitution that we cherish alot because
itrespects creative freedom. We define
together with APS a general theme and then
the Association, which has a great concern for
rigor, offersus alot of information. This is what
happened, for example, when we worked on
the theme of catastrophes and major disasters.
In order to be able to convey young people

AMM: After planning and writing the story,
thereis a proof-reading phase as there may
be technical details that may not correspond
to the technicalreality of insurance.

We ourselves have learned a lot writing these
books. It was very interesting. Itis a world that
isnotpart of ourlives. We are dealing here with
themes such as disasters, theft of works of art
or personal accidents. It was very interesting to
deepen these subjects. We try to communicate
clearly so that people may become aware of the
issues and the topicinanarrative. We are thus

“We can talk already about the new book whose theme is cyber
risks and which is on the agenda of all ages. Itis an interesting
warning for us to sound and we are happy to have the possibility

to approach thisissue.”
Ana Maria Magalhdes

theissues that arise we receive a lot of general
information and also concrete information on
events that have occurred and aboutinsurance
related professions. Then, when we have the
correctinformation, we move to the design stage
of the work, thatis, we think together about

the story, we create the characters, whic in this
case are always different. And here our creative
processisalready at play asit happens when we
write for the collection “Uma Aventura”.

We double check everything with the
Association to see if we are right, we sometimes
talk to experts who work together with APS, such
as medical or accident experts, who can provide
feedback, as thisis not our area of expertise.
Finally, we build the story and convey the broad
outlines to the heads of APS, we do detailed
planning and write the story.

spurring the interestin history by including some
information thatis relevant, clear and close.

The characters have to question things to get
readers tounderstand the message.

And what can we expect from the book being
prepared?

IA: We are now studying the issue of cyber risks.
We are stillinavery initial stage. But we are
very happy that APS, with whom we have been
working for some years, wants to continue

this collaboration and as we respect their work
alotwe are also very pleased to continue this
partnership.

AMM: We can already talk about the next book,
which pertains to the theme of cyberrisks and
whichisinthe orderto the day forall ages.
Itisaninteresting warning and we are happy

to be given the possibility to cover this theme.
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V. Savings

Portugal significantly
below the Euro Zone
average

avingsin Portugal are, as we know, below
the desired level,and at 1999 levels.
According to the latest data from the

National Statistics Institute (INE), in the second
quarter of 2017, the level of household savings did

years more after 67/68 years with only half of the
income they received during their working life.
There are productsin the market designed to
encourage savings for retirement. The so-called
Retirement Savings Products (PPR) are, in fact,

If we take into account that the average life expectancy of the
Portuguese is increasing, this means that, if nothing is done, most

of the population will live a considerable number of years more after
67/68 years with only half of the income they received during their

working life.

not exceed 5,2% of available income. Itis worth
highlighting that the Euro Zone average
isaround12%, France exceeds 14%and Germany
17%. In Swedenitis already 20%. And if the level
of savingsin generalis low, the same applies to
savings allocated to retirement supplement.
Starting to plan forretirementis something that
should be done as much inadvance as possible
and the management of personal finances
should always bearin mind the impact that the
transition from working life to retirement, either
voluntarily or for reasons of force majeure, will
have on the level of available income of each
person.

Itis estimated that, by 2030, the drop inincome
for people moving to retirement could be around
50%. If we take into account that the average

life expectancy of the Portuguese is increasing,
this means that, if nothing is done, most of the
population will live a considerable number of

preferred by the Portuguese whenitcomes
to saving for retirement.

In1989 Minister of Finance Miguel Cadilhe
launched the concept of Retirement Savings
Plans (PPR) to encourage long-term savings to
supplement social security systems. But the
reduction of income taxincentives and the
flexibilisation of the buy-back regime has been
pushing backretirement savings plans asaprime
product to finance the supplement of public
pension.
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European Commission
wants to help
saving too

of Portugal and so therefore the issue of

pension savings deserved the attention of
the European Union. After the preparation work,
headed by the European insurance regulator, the
European Commission (EC) launched in June 2017
alegislative proposal for the creation of a new
European product for retirement pensions. The
ideais to help citizens save for retirement,
takinginto account the currentdemographic
socialand economic scenario of the Portuguese
population.

S avings low levelsis not a specific problem

The European Commission (EC)
launched in June 2017 a legislative
proposal for the creation of anew
European product for retirement
pensions.

e When this legislationis approvedinsurance
companies may then offer Pan-European
Individual Pension Products (PEPP), an
optional product which should be simple and
competitive, offering clients a wider range of
choices asregards savings for old age.

X

e PEPP will have the same basic characteristics
inthe whole European Union and may be
offered by awide range of operators, including
insurance companies.

e Inorderto foster PEPP, the European
Commission recommends that the Member
States grant this new product a privileged
fiscal treatment, at least similar to what s
currently applied to existing products.

e Currently only 27% of Europeans between
25and 59 years of age have anindividual
pension plan. The PEPP may thus contribute
to stimulate the subscription of these
products and stimulate also investment
inthe economy.
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Pilar Gonzalez de Frutos

Chairman of UNESPA - Spanish
Association of Insurers and
Reinsurers

“Insurance is the natural option to
accumulate supplemental retirement

savings”

How do you see the insurance sector in Spain?
Isit solid?

As to the daily life of insurance there are many
processes that we must follow closely. At the
politicaland social level, we must highlight the
debate onthe future of pensionsin Spain. The
reforms to be introduced should integrate the
capitalization pillar. Thatis, the contributions
that must come rise fromindividual or collective
savings, within the general system,ina
coordinated and planned manner.

Onthe other hand, there is the digitalization
of the business. Information technologies will
have a clearimpact on the manner how itis
designed, sold and how insurance responds to
the needs of people. Inthe regulatory field itis
worth highlighting the implementation of the
regulations known as PRIIP, as well as the future
developments onthe implementation of the
Insurance Distribution Directive (IDD). Itis also
worth mentioning the amendmentin 2018 of
Solvency ll, as well as the long-term guarantee
package planned for 2020.

Are consumers in Spain betting already on
insurance when they think about retirement?

Insurance is the natural option to accumulate
supplemental savings for retirement. Insurers
operated 226,500 million euros on behalf of
their clients at the end of 2017. Of these, 183,600
million euros correspond to insurance and the
remaining 42,900 euros to pension plans from
insurers.

Although these figures are important, the factis
thatin Spain the complementary social security
did notreach the desired level of development
asinother countriesin Europe. 80% of the income
of the average Spanish pensioner comes from
public pension.
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Which measures could revert this scenario?

For thisreason at UNESPA we defend that we
should actin two fields. Asregards the area of
corporate social security we support the need
to develop a system of automatic adscriptionin
all sectorsandinall companiesin the country.
Currently, only large multinationals offer their
workers these collective savings instruments.
Inaddition, the average savings accumulated
inthese instruments hardly allows the

“In Spain the supplemental social
payments has not reached the
same level of development as

in other countries in Europe.”

disbursement of a monthly additionalincome
of 184 euros. An amount obviously insufficient
to be considered areal supplement to public
pensions.

The system we propose is similar to thatin other
countries around us (e.g. the United Kingdom)
and would allow making complementary social
security universalin Spain. We should not forget,
at this point, the role of conditioned subvention
schemes, in which the worker’s effort at the
time of saving means that a third party, whether
itis theiremployer or the State, increases these
savings.

Meanwhile, in the field of individual savings

we estimate that people’s individual savings
should be facilitated through fiscal measures.
Specifically, the profitability generated by
pension plans and PPA should be taxed as
savings annuity (fixed rate) when collecting the
benefit,and not as annuity from work (which

is taxed at the marginal of the IRPF) and from
awareness (i.e. of annuities, since they constitute
the private solution closest to the public
pension).

Could you specify whether there are fiscal
incentives to subscribe such products?

Many insurance products have taxincentives
when people make contributions. In the area
of insurance for individuals, the PPAs stand
out along with the transformation of wealth
into annuities, the PIAS and the SIALP. The
contributions to insured pension plans (PPA)
allow deduction, as well as pension plans and
funds, up to a maximum of 8,000 euros on the
tax base. However, when bought back they are
taxed at the marginal level of the IRPF (both
the contribution and the returns on capital).
Therefore, in this case itis more appropriate to
speak of tax deferral.

Another product to be highlighted is the
transformation of wealth in annuities: people
over 65 years of age who use the money obtained
from the sale of any asset (second home, shares,
investment funds, etc.) to apply onaninsured

“Tax incentives should be

created to favour the collection

of accumulated savings in the form
of annuity versus the collectionin
the form of capital.”

life rent have, as a tax benefit, the exemption
of the capital gains obtained with the sale, with
reinvestment limit of 240,000 euros. The time
frame to contract the life annuity and benefit
from these advantages is six months from the
sale of the asset.
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And atindividual level?

Onthe other hand, thereis the systematic
individual savings plan (PIAS). Thisis a product
that grants tax advantages on exit: the
profitability is exempt if certain requirements
have been met during the saving phase. Basically,
having a duration of not less than five years and
receivingitinthe form of annuity. Its annual
contribution limitis 8,000 euros, a limit thatis
compatible with that of individual long-term
savingsinsurance (SIALP). In the SIALP, in turn,
profitability is exempt after five years, although
itisnotnecessary toreceiveitinthe form of
annuity. Each taxpayer can only hold a savings
planand the annual contribution limitis 5,000
euros.

But thereis stillwork to do as regards
supplemental products?

Thisis the current scenario of fiscalincentives
for the products of supplemental social security.
Asyou can see, most advantages apply on
contributions. But there iswork to dois as
regards the means of buy-back of these savings
when the moment of retirement comes. From our
perspective taxincentives should be created

to favour the collection of accumulated savings
inthe form of annuity versus the collectionin

the form of capital. We would thus ensure that
complementary social security products are
employed as what they really should be: end
products that allow the creation of supplemental
and periodic source of income when retirement
comes.
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“We need a more

Antonio Saraiva

President of the Confederation
of Portuguese Business (CIP)

savings-friendly taxation”

nlight of the erosion of social security funds,

the President of CIP - Confederation of

Portuguese Business, Anténio Saraiva states
that citizens should be given more freedom and
accountability to protect themselves from social
risks. Antonio Saraiva adds that, therefore, we
would have a wider playing field for the systems
of supplemental protection.

The savings levels in Portugal remain low.
Which measures could foster savings through
the taking of insurance?

We need more savings-friendly taxation. The
framework of income tax benefits to stimulate
savings, for example at the level of Pension
Savings Plans has suffered over time a great
erosion. With the adjustment program it was
reduced to the minimum. Itis true that there has
already been animprovement, but they are still
insufficient. Inthatrespect | would welcome the
factif the scope of the general deduction limit
would be reassessed.

In light of the unsustainability of social security,
insurance products are aviable supplement to
ensure a good the retirementincome?

The law recognizes that supplemental schemes
of collective initiative or individual initiative that
make up the Complementary Social Security
System are “significant instruments of social
protection, materialised in the sharing of social
responsibilities, and their development should
be stimulated by the State through incentives
deemed the mostadequate”.

“Only a small fraction of the
populationis covered by these
regimes of individual or collective
initiative which still contribute
very little for the income of retired
citizens.”

However, only avery small fraction of the
populationis covered by these collective or
individual schemes, which still contributes very
little to the income of retired citizens.
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Citizens should be given more freedom
of choice?

I have argued in this respect that citizens should
be given more freedom and responsibility

to protect themselves against social risks.

This would open up a broader scope for
supplemental protection systems, which can

play animportantrole in the security of citizens,

Companies operating in Portugal are already
adopting products that grant another type
of income to workers in retirement age orin
situations of disease?

Many companies already grant their employees
a benefit package in addition to wage
compensation, including health insurance.
Regarding pension plans or other products that

“l recognize that is necessary to develop even further a corporate
culture that values an integrated wage approach. It is certain that
a more favourable fiscal framework would be very helpful.”

and contribute actively to the economic growth
of the country, throughincreased savings and
investment. The complementary systemis
there andincludes several schemes. Butit lacks
stimulus to develop it.

supplementincomeinretirement or disability
situations, theiradoptionis more limited, even

among large companies, butisincreasingly
frequent (see, for example, the study “Total
Compensation Portugal 2017" by Mercer).

Irecognize thatis necessary to develop even
furtheracorporate culture that values an
integrated wage approach. Itis true thatamore
favourable tax framework would help a lot.
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Fernando Alexandre

Associate Professor, School
of Economics and Management,
University of Minho

“Insurance companies products are areliable
option to apply household savings”

and author of the book Poupanca e

Financiamento da Economia Portuguesa,
defends that, inlight of future problemsin Social
Security, there should be more fiscal incentives
toinduce savings.

F ernando Alexandre, college professor

The Portuguese still have a weak appetite for
long term saving. What's the impact of this trend
ineconomy in the near future?

Savings of Portuguese households are among
the lowestin OECD. Ina context of increasing
average life expectancy and accelerating ageing
of the population - according to INE projections,
by 2016, almost 40% of the population will be

over 65years of age - the increase in household
savingsis, firstand foremost, anecessary
condition to avoid a sharp fallin the standard

of living after the end of working life. On the
other hand, with the high indebtedness of
households, businesses and the State, itis
crucial toincrease the savings of the economy in
order to strengthen the conditions of investment
financing, thus creating the conditions foramore
robust economic growth.

In light of the problems of sustainability of
Social Security in the medium and long term
andin light of the ageing of the population what
measures should be adopted to foster the
levels of savings in Portugal?

Firstly, there should be more information on
future pensions so that households coulddo a
better planning. Thisinformation, coupled with
fiscalincentives, may induce a change in savings
behaviourin households that are less aware of
the risks of future income reductions. Ata more
macroeconomic level, thereisanurgent need

“Increase in household savingsiis,
first and foremost, a necessary
condition to avoid a sharp drop in
the living standards after the end
of working life.”

toreduce the high tax burden on households,
which reduces their disposable income and their
savings capacity.
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Taking insurance as complement to Social household savingsin order to guarantee a greater
Security could be aviable solution to ensure a stability of theirincome when moving from
decentincome during retirement orinsituations  working life to aretirement situation.

of dependency?

Insurers aim at long-term investments. On the Insurers should therefore bring their savings
other hand, insurers have shown great stability products to alarger fraction of the population,
and resilience during the economic and financial ~ as thesearestillvery concentratedin the

“Insurers have shown great stability and resilience
during the economic and financial crisis.”

crisis. These factors make the products of population with higher levels of income and
insurers areliable option for the application of education.
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VI. Notoriety
of the sector

Consumers reinforce
trustin the insurance
sector

he insurance sector once again took
T the leadin the ECSI Portugal study - the

National Customer Satisfaction Index,
being the financial activity which consumers
trust the most. According to ECSI 2017, the sector
rose by two places and takes second placein the
globalranking with 7.61 points (from1to10), only
outweighed by the bottled gas sector with 7.86
points. It should also be noted that more than
85% of the respondents assumed to be satisfied
orvery satisfied with the performance of the
insurance sector.

The sector presentsits highest average
valuationsin perceived quality indexes

(8.07 points), confidence (7.91 points) and image
(7.89 points). ECSI Portugal - National Customer
Satisfaction Index is a system for measuring the
quality of goods and services available in the
domestic market, through customer satisfaction.
Sixteen sectors and subsectors of economic
activity were studied, in which private clients
with minimum consumption of three or six
months and with ages greater than15or 18 years
participated. In total, 16 322 interviews were
conducted for the ECSI 2017 sectors.

National client satisfaction ranking of insurance in 2017
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Pedro Simoes Coelho

Full Professor, Nova University
of Lisbon

“Itis expected that the leadership
of the insurance sector remains ”

otoriety of the insurance sector continues
N ontherise according to the Customer

National Satisfaction Index. Full Professor
Pedro Simbdes Coelho, from Nova University of
Lisbon, who coordinated the study states that
insurance companies stand out given the lower
number of complaints and for their good value
formoney.

In the financial sector, insurance took the lead
in the National Customer Satisfaction index.
What has led to this?

When we compare the results of the insurance
sector with those obtained by the banking sector
we can see that the former stands out strongly
inthe aspectsrelated to both price and value
offered to the customer. The insurance sector

is also marked by a lower level of complaints

and has a stable image when compared to the
financial sector as a whole. The stability of
insurersin the market and confidence in contrast
to the unstable situationin the banking sector
inrecentyears has partly contributed to the
insurance leadershipin the financial sector. It

should be noted that since 2008, the year of

the international financial crisis, and until the
most recent edition of the ECSI Portugal project
in 2017, the satisfactioninsurance companies’
customers has been higher than that of
customersin the banking sector.

“Since 2008, the year of the
international financial crisis,

and until the most recent edition
of the project ECSI Portugal in
2017, satisfaction of insurance
companies’ customers has been
greater than that of banking sector
customers.”
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Among the conclusions of the study what are
the more positive points?

Theinsurance sector stands out positivelyin
relation to the majority of the sectors studied
inthose aspectsrelated to price and value for
money. Other positive highlights are the stability
of insurersin the market, customer service

and advice, the clarity and transparency of the
information provided, the availability and quality
of insurance outlets, as well as aspects related
totrustininsurers and customer care. | cannot
but emphasize that these results point to the
existence of adiscrete but constant revolution,
whichinthe last decade has dramatically
changed the perception of customers and
society asregards this sector.

And what are the points toimprove?

I would highlight on the negative side aspects
related to innovation, as well as those associated
with the resolution of complaints. If we take
into account both the performance and the
importance of the variables that determine
customer satisfaction, the main points to be
improved are related to the customersimage

of theinsurer, specifically with regard to the
insurers’ concern with customers, the positive
contribution to society and the innovative
characteristics of insurersin terms of products
and services. Andin order toincrease customer
satisfactionintheinsurance sector quality
aspects should also be takeninto account,
particularly with regard to the diversity and
reliability of products and services offered

and resolution of claims or with the expectation
that the clients have on the resolution of

a possible claim, taking into account their
experience while customers.

In light of the performance of companiesin the
market do you think this sector will maintain this
leadership?

Looking at the trend inrecentyears, it will be
expected theinsurance sector maintains the
leading positionin the financial sector. This
industry has to take into account the fact that
customers are becoming more demanding and
that their expectations adapt quickly to the
positive developments experienced inrecent
years. Inany case, it should be noted thatin
the last decade the insurance sector ranked in
the top 5 of all sectors studied in the National
Customer Satisfaction Index, and was the 2nd
highest position in the customer satisfaction
index 2017, right behind the bottled gas sector.

“Looking at the trend in recent
years, it will be expected the
insurance sector maintains
the leading positionin the
financial sector.”
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1. The ECSI Portugal study — The National Index
of Customer Satisfaction concludes that
insurance is the second area of activity the
Portuguese trust more. Were you surprised with
this conclusion or the data on this sector prove
thisidea?

The conclusionis surprising only because
insurance, such as lawyers and journalists and
many others are normally easy targets for the vox
populi,as thisis asector people trust more when
they have problems, thereby potentiating an
eventual negative perception. I believe that the
insurance sector has been for some time aware
of the fact that the publicis now more informed
and demanding and does not wish to become
dependent from the famous “small letters” in
contracts.

2. Whatis your perception of the insurance
sector in terms of performance and
sustainability when compared to other areas
within the financial market?

The sectorissolid, both structurallyandasa
whole. And the fact that new investors with
more capital appeared helped solving eventual
problems such as those experienced in banking
where changesin shareholder structures, which
happenalsoininsurance, render things more
difficult and slow. The specific supervision of
the sector helped also avoiding greater evils as
itbecame easier toidentify problems and act
swiftly to solve them and prevent them from
spreading. The great challenge of the sector
pertains to the profitability of investments
within a context of very low interest rates,
takinginto accountthatitis often necessary to
deliver guaranteed profitability toits clients.

Tiago Freire
Director of EXAME magazine

“The great challenge
of the sector pertains
to the profitability of
investments within a
context of very low
interest rates”

Nonetheless, interestrates willincrease soon,
which means that as regards the issue of
searching profitability at low risk the worstis
probably already over.

3. Which positive aspects stand outin the
performance of the players in this sector?

I would highlight two. On the one hand,
technological modernisation which has rendered
companies more efficientand more present
inthe life of customers, with other contact
channels. Onthe other, the greater awareness
towards a socialand commercially more
responsible philosophy, avoiding sacrificing
the reputation on behalf of short term financial
gains.

4. Which aspects do you consider less positive
that could be improved?

We continue to have some companies with less
positive practises. Thatis, which, despite abiding
by the law (naturally) they feel sometimes
tempted to use everything within their power
not to promptly assume their responsibilities
with customers. This phenomenonis now more
residualand, in fact, is a differentiation tool for
insurance companies wishing to provide a better
service. Price continues to be animportant
factor, but | believe that the quality of service
will continue to be more importantin customers
decisions.
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Filipe Alves

Director of newspaper
Jornal Econémico

“The prudent management of assets
has contributed to maintain the consumers’

confidence”

1. The ECSI Portugal study- The National Index
of Customer Satisfaction concludes that
insurance is the second area of activity the
Portuguese trust more. Were you surprised with
this conclusion or the data on the sector prove
thisidea?

This conclusionis not surprising. The sector

has been able to maintain the confidence of
consumers, with a prudent and pondered
performance, notincurring in the same mistakes
as before, at world level, by other playersin the
financial area. Besides, the sector has been
investing continuously in the training of its
workers and in new technologies which have
improved the interaction with consumers,

thus reachingincreasingly higher levels of
satisfaction, as showninrecent studies.

2. Whatis your perception of the insurance
sectorin terms of performance and
sustainability when compared to other areas
within the financial market?

My perceptionis that,as opposed to what
happensinbanking, the insurance sector has
beenable toremain “boring”, but “boring” ina
positive sense. Contrary to banking, which since
the1980's/90’s moved from a sector dominated by
“star managers”, with very high salariesin order to
meet short term objectives, the insurance sector
maintained good governance practisesand a

wise and balanced management. There are some
situations that may be cause for some concern, as
inany sector, butitis not expectable that similar
crisis occur like the ones experienced by the
banking sectorinrecentyears. There will be other
challenges, namely as regards adaptation to new
technologies and the challenges of regulation.

3. Which positive aspects stand outin the
performance of the players in this sector?

I would highlight three positive aspects: the first
isthe prudent management of assets customers
entrust the insurance sector and which has
helped maintaining consumer confidence.
Second, focus on new technologies which

has enabled to offer customers different
innovative solutions that may render peoples
lives easier. Third, focusing onimproving the
quality of service, customer care and complaints
management, which has enabled to improve

the experience of customers with insurance
companies.

4. Which aspects do you consider less positive
that could be improved?

Itis always possible toimprove and | would
highlight one I believe insurers should
concentrate on: the creation of new
technological solutions that turninteraction
between the customer and the insurer faster,
more pleasantand “unbureaucratic”.
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Paulo Moutinho
Editor of ECO news site

“Competition has brought lower
prices but also quality of service”

1. The ECSI Portugal study — The National Index
of Customer Satisfaction concludes that
insurance is the second area of activity the
Portuguese trust more. Were you surprised with
this conclusion or the data on the sector prove
thisidea?

Itisindeed surprising. Insurance, given that many
are mandatory (particularly carinsurance and
home insurance), tend to be seen as villains by
the Portuguese, which does not contribute for
the ranking of satisfaction or trust. However,

the sector has changed. New players have

made this business area more transparent, more
competitive but also more efficient. Competition
has brought lower prices, but also quality of
service. And the response of insurers to claims,
be theyroad accidents, for example, or those
caused by the fires that affected the country,
shows that the sectoris more active now.

2. Whatis your perception of the insurance
sector in terms of performance and
sustainability when compared to other areas
within the financial market?

After such adire periodin banking such as the
one we lived in Portugal, certainly nobody wants
to hearaboutanew financial crisis. The general
perceptionis that theinsurance sector tends

to be more prudent as regards the risks it takes.

However, itends up often to expose itself to
more risky assets. We saw thisin the last years,
when low interests led management companies
to look for assets with even greater riskin order
tobe able to offerappealing returns to investors.
The IMF drew attention to that fact. Taking into
account that this cycle of historically low interest
is eventually reaching the end, we may avoid
amore complicated situation forinsurance
companies, which, in turn, will start adapting

to the new reality.

3. Which positive aspects stand outin the
performance of the players in this sector?

Innovation, essentially. Eitherin terms of
technology, in the relation with consumers or the
development of new products, adapted to the
new needs of customers, eitherin the Life branch
orinthe Non-Life business.

4. Which aspects do you consider less positive
that could be improved?

The small letters. This does not happeninthe
insurance sector alone, that’s certain. Butit'sin
insurance, and in banking, that these small letters
are more complex, rendering the assimilation of
information more difficult by many Portuguese
(who still have low levels of financial literacy).
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The General Data
Protection Regulation

of the General Data Protection Regulation

(GDPR), which will happen as of May 25th,
many organizations are preparing to implement
this diploma.

T wo months away from the effective date

The new legal scenario resulting from the GDPR
entails a paradigm shift, based on alogic of self-
responsibility, requiring organizations to collect
and maintain evidence of compliance with new
legal obligations.

The implementation of GDPR requires a holistic
approach to the various streams - legal,
technological and procedural. This approach
may involve a more or less substantial change,
depending on the structure and degree of
maturity of the organization, as well as the
complexity of data processing carried out.

The insurance sector - because itis aregulated
sector - facesits own challenges. The specific
obligations of the sectorin terms of information
security and cybersecurity, obligations to data
holders and third parties, reporting obligations
and retention periods are specific to the
insurance sector that should be takeninto
accountwhendesigning and implementing

the GDPR.

Opinion

Inés Antas de Barros

Associate Coordinator,
Vieira de Almeida & Associados

Given these factors, the adaptation to the
GRDP by the organizations must be adjusted
to the concrete case and the dynamics of each
organization.

There are still some uncertainties that have
animpact on the way organizations are
implementing the GDPR. It highlights, first and
foremost, the requirements of the national legal
framework, the interaction with the control
authorities, the operationalization of certain
GDPR obligations (such as portability, privacy
by default and design, impact assessments),
articulation with future Community legislation
and the process of harmonization between
the various State Members.

Regardless of the GDPR implementation
methodology adopted, organizations should
consider the subject of personal data
protection as one of the elements of the general
compliance ecosystem, giving a strategic

focus to the theme and taking advantage of the
opportunity to enhance the value of information.
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