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Let’s start with a quiz….
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Source:《精算师在中国——精算技术是保险专业化发展的重要基石》, 银保监会赵宇龙博士
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Agenda

Motor De-tariffication 

- Current tariff framework

- Observations and challenges

- What’s on the horizon

Rise of New Energy Vehicles (NEVs)

- Growth drivers and recent developments

- High level comparison of loss experience

- Insurance policy wording
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Journey through de-tariffication
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The de-tariff framework

• Total discount/loading: [0.3825, 2.645]

• “Traffic offense factor” in some provinces

• Partial de-tariff

• Commission level

NCD: 0.6 – 2.0, 0.4 – 3.0

U/W factor: 0.85 – 1.15

Channel factor: 0.75 – 1.15, 0.7 – 1.25
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Some observations

• Level of discount

• Level of commission

• Trends in loss experience
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What are some of the challenges?

• Standardised coverage

• External interventions

• “unlevelled” playing field

• Insurance liability  

• Disclaimer/exclusions  

• Claims settlement

• Deductible (ratio/amount)

Post Version 

Merged four main pre version coverages into one 

standard wording coverage 

One  

Standard 

Wording 

Coverage 

MOD

TPL

Passenger
Liability

Theft

Revisions Made 

for de-tariffication 

General principles

Four general coverages

General terms

Additional coverages

Explanation

Pre Version 

A, B, C 

and D type  

Wordings 
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What have some companies tried

• “Fixing the margin”:  Loss Ratio + Commission

• Cross-selling

• Direct 
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What’s on the horizon

• Complete de-tariff?

• Approval of “Innovative” motor insurance policy:  PAYD

• Disruption of the motor industry

• New Energy Vehicle insurance
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Rise of New Energy Vehicles
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What are New Energy Vehicles
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Hybrid vs Pure Electric (BEV)

What are New Energy Vehicles

1) ICE = Internal combustion engine
Source: P3 / AWP analysis

Conventional ICE 
vehicle

Parallel hybrid
Plug-in hybrid (PHEV)

Serial hybrid Battery electric vehicle 
(BEV)

Fuel cell vehicle

Pure ICEV Hybrids Fully electric Others

Batt. size

Range 

(electric 

range)

5 – 12 kWh

~800 km
(20 – 50 km)

Example

Mitsubishi Outlander 
PHEV

-

600 – 1000 km
(0 km)

BMW 116d

~1,5 kWh

~800 km
(2 – 5 km)

Toyota Prius

~20 kWh

~600 km
(~80 km)

Chevrolet
Volt

24 – 100 kWh

(150 – 500 km)

Toyota Mirai

~1 - 20 kWh

(500 – 700 km)

Tesla Model S

Petrol tank Battery Hydrogen tank

Fuel cellInternal combustion engine Electric motor / generator FC

H2

http://www.google.de/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwio6eL9ic3VAhVLuxQKHZDTDCEQjRwIBw&url=http://www.auto-motor-und-sport.de/news/bmw-1er-facelift-2017-daten-infos-marktstart-preise-8466223.html&psig=AFQjCNHT5rN7Bv7DnVhwnlKq-DLcXl_jFg&ust=1502468630295454
http://www.google.de/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi-ndSiis3VAhUJkRQKHXebDUEQjRwIBw&url=http://www.mitsubishi-cars.co.uk/outlander/charging.aspx&psig=AFQjCNHNqYQ9c9mKLgrio0Z0gRXTVI1XqA&ust=1502468699141252
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What are New Energy Vehicles
Compared with ICEV

Source: P3 analysis

Fuel tank Low voltage electrical 
system

ICEV

BEV
HV-Battery Low & high voltage 

electrical system

Exhaust systemInternal 
combustion 

engine

TransmissionGeneratorStarter

Power electronics Motor / 
Transmission
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What are New Energy Vehicles
Significant future growth

• 50% share in vehicle sales by 2030 in China, vast majority BEV

• Macro/Government policies (subsidies, tax incentives, phasing out of fossil fuel vehicles)

• Infrastructure (eg charging stations and charging piles)

• Technological innovation (eg, battery technology and cost, afterlife usage)

• Promotion and application
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Driven by government policies

The growth of NEVs in China

• Government subsidies and tax benefits

• Licensing

Source: CIITC publication 
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In China BEV is growing faster than Hybrid

Hybrid vs BEV 

• Again government policies play an important role

• In addition, domestic brands dominate compared to imported brands

Source: CIITC publication 
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Claim frequency comparison

• NEVs appear to have higher frequencies

• Appear to be driven mainly by ‘Family’ vehicles, but ….

• Are these genuinely ‘private’ use?

Source: CIITC publication 
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Claim severity and LR comparison

• Higher claim severity for most vehicle categories

• Overall only in the ‘Family’ category NEV have higher loss ratios

Source: CIITC publication

6,001 

7,038 

5,363 
4,782 

6,431 

5,616 

6,245 6,067 

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

Family Corporate Public Transport Taxi/rental

Claim Severity

ICEV NEV

26.0%

27.6%

10.6%

26.0%

31.4%

26.9%

10.4%

23.1%

0%

5%

10%

15%

20%

25%

30%

35%

Family Corporate Public Transport Taxi/rental

2017

ICEV NEV



Copyright © 2018 The Actuarial Society of Hong Kong. All Rights Reserved. 19

Separate wording looks likely

Proposed standard coverage for NEVs

• Released late August for consultation by the Insurance Association of China

• 2 versions

• Include battery system (battery pack + management system) in main cover

• Exclude battery system in the main cover

• Main policy also include (as standard):

• Coverage for water damage, theft, electrical circuit, cyber risk

• New definition for car value: “post” subsidies, relevant for total losses

• Faster depreciation rate: 0.75% per month vs 0.6%
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