Realizing efficiencies
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Helping people achieve a lifetime of financial security

New York City – December 8, 2016
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Today’s storyline
Doubling
expense savings

Streamlining
operations

Launch Advice
Center and Digital
Platform

•
•
•
•

Achieved run rate savings of USD 75 million by Q3 2016

•
•
•
•

First phase of location strategy implemented – impacting 3 locations

•
•
•
•

Innovative use of digital solutions provide new integrated worksite platform

Delivering original 2018 expense target of USD 150 million in 2017
Strong delivery on expense savings target; doubling 2018 target to USD 300 million
Transformation to One Operations team is delivering ~50% of future savings

Completed transfer of legacy recordkeeping systems to a single platform
Significant outsourcing capabilities already in place as foundation for future
Utilizing new technologies to drive further efficiencies and improved experiences

Provides employer, employee and adviser with engaging, self-service capability
Broader advice capabilities enables closer customer relationships and increased revenue
Ready for Department of Labor changes in line with April 2017 deadline
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Clear 5 part plan to improve performance
Focusing activity to deliver committed targets and become future fit
Doubling expense savings target to USD 300 million by 2018
2016 Achievements

In-force management
Starting with Life & Health

•
•

New business & revenue
Strategic overhaul of product
offerings and channel positioning

1
2

Optimizing the portfolio
Disposition of non-core assets

•

3
4

Run rate savings of USD 75 million achieved by Q3 16
Net reduction of >500 additional roles
– ~800 roles removed or relocated
– ~300 first phase of roles created to capture skills in
advice & digital
Location strategy implemented
– Closing 3 Operations locations in the US
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Location strategy
Reduced US geographical
footprint

Efficient organization
Focused and disciplined expense
management

Cumulative run
rate savings
USD millions

2016

2017

2018

~75

~150

~300
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Transforming Operations
Operations delivers ~50% of Transamerica’s expense savings

2015
Dec 2015
•
•

Organized by major
lines of business
~6000 employees
over 17 locations

2016

•

One Transamerica

•

Alignment of work
by key priorities to
simplify and gain
efficiencies

2017

•

•

Further digitization of
processes using new
technologies
Implementing the Worksite
Platform and full launch of
Advice Center

2018

•

Additional digital
capabilities on Platform

•

Gaining additional
efficiencies through
process improvements,
robotics and sourcing
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Delivering One Transamerica to customers
Creating a single Operations team drives efficiency and experience
Priorities

Seeking to combine commonality to drive efficiency

Driving customer value through
an improved experience
Optimizing our mobile and
digital experience

Specialist
activities

Life, Health & Annuity

Worksite & Institutional*

Underwriting, new business,
licensing & claims

Client management, fund operations,
installations, recordkeeping
administration, and plan compliance

One Customer Care serving needs across all products

Leveraging scale and
simplifying business processes
Engaging and developing our
team

* Retirement Plans, Voluntary Benefits and Mutual Funds

Unified
activities

One Advice Center for new & existing customers
One administration team supporting enterprise services
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Location strategy – phase 1
Execution of location strategy is on track, announced closing of 3 offices
Closing impact:

•

Closing 3 offices and
consolidating locations in Cedar
Rapids and Baltimore

•

Reduction of >500 roles

West Chester

Folsom

Consolidation impact:

Los Angeles
Cedar Rapids

Closing

Consolidating
Locations with >100 employees

Baltimore

•

Efficiencies from fewer leases,
lower maintenance and travel

•

Improved collaboration and
culture across locations
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Delivering operational excellence
Management action drives successful implementation

Process
improvements

Sourcing and third
party relationships

Implementing new
technologies in
H1 2017

•

Completed the transition of legacy retirement recordkeeping into a single
system, improving experience for customers and reducing costs

•

Implementing streamlined Life application processes to reduce handling costs
by ~40% and improve the cycle time by 80%

•
•
•
•

Allows us to focus on core competencies

•
•

Implementing artificial intelligence and robotics to enhance workforce capabilities

Benefit from economies of scale and specialist skills
Long track record of using vendor partners for back office functions
Outsourced roles represent ~10% of existing workforce

Digitizing transactions to gain efficiencies and improve the overall customer,
employer and adviser experience
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Digitizing transactions
Improving the customer experience and gaining operational efficiencies

Self service

Digitization of transactions

Digitization of paper

Putting more control in the
hands of the customer

Enabling straight-through processing
to gain operational efficiencies

Delivering customer
documents electronically

Areas of opportunity

•

•

Driving efficiencies

Initial focus on worksite activities:

• Increase adoption rates

–
–

• Broaden areas digitized

Retirement Plans
Transamerica Employee Benefits

Further opportunities:
–
–

Life & Health
Annuities

• Drive more customers
to our digital platform

8

Delivering operational excellence

9

Digital experience for customers
Significant experience improvement but also a step change in efficiency

Adviser

Retirement
Savings

Participant

Life & Health

Advice &
guidance

Employer

Digital
Worksite
Platform

In-house

Digital User Interface
• Omni-channel, mobile-first experience for
employer, participant and advisers

Funds

Digital first &
straight-through
processing

Selected
partners

•
•

Self-service to a multi-product proposition
Backed up by digitally enabled Customer Care

Customer Analytics

•

Capturing valuable insight to inform a holistic view
of Customer Journey and Experience touch points

•

Enables opportunity to increase share of wallet

Stable Value
Solutions
Best of Breed
external partners

Operations Systems

•
•

Digital first – drives significant efficiency
New skills required in continuous customer
experience improvement & outsourcing management

* Enterprise Marketing & Analytics Platform – incorporating internal and external data sources to drive insight on customer value & journeys
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Creating a holistic Advice Center
Getting closer to the customer and expanding the relationship
Digital Platform drives
customers to Advice Center

Advice
Center

Adding customer value

One customer
touch-point
Holistic needs
assessment
More advice
options

Creating a holistic offering to
improve experience
• Broader offering – advice within the plan,
advice with IRAs, annuities, and life &
protection
• Leveraging Venture Fund – investment with
Next Capital for aggregation and investment
platform
• DOL compliant – acting in the customer’s
best interest facilitates deeper planning
• Increases revenue – consolidation of outside
assets and delivering on broader needs
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DOL readiness
Transamerica ready for the changes
New advice &
service models

•
•
•

Investing in infrastructure to support the Best Interest Advice Model (Advice Center/TFN*)

Updating training
& compliance
procedures

•
•
•

Implementing required rule and fiduciary training

Completing system
& operational
changes

•
•

System changes to comply with disclosure requirements under the DOL (DTCC***)

Installing controls for back office functions
Operating under the BIC** and a fee for service model for more customer choices

Creating new procedures to ensure compliance where we are not becoming a fiduciary
Installing new systems for oversight and review

Changing compensation on various product lines to comply with reasonable and differential
compensation requirements

* TFN – Transamerica Financial Network covering World Financial Group and Career Agents **BIC – Best Interest Contract Exemption
*** DTCC – Depository Trust and Clearing Corporation
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Summary

Strong foundation to deliver
Realizing efficiencies

Doubling
expense savings
with credible plan

Streamlining
operations

Launch Advice
Center and
Digital Platform
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Appendix
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Recordkeeping platforms consolidated
Mercer platform fully migrated to Paris 3 by end of 2017
Legacy platforms

Legacy



Platform 1

Legacy



Platform 2

Mercer
Platform

Solution

Growth &
scalability

Paris 3

Addressing
risk

>20k plans
5 million
participants

~

Benefits

Cost
efficiencies

Market
agility
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Sourcing and third party administration
Strong capabilities developed through years of successful execution
Current sourcing utilization
(Resources by function)

Third party administration

•

Equivalent
to ~10% of
Transamerica’s
workforce

Technology
Finance & Actuarial
Operations back-office

* Active records including group certificates and individual policies

Administers ~3 million
policies* on behalf of
Transamerica

•

Provides specialized
services across Life,
Annuities and Health

•

>25 years of experience
with external partnerships

Benefits of sourcing & TPAs
Creates a scalable policy cost
structure
Supports continuous improvements
and ongoing savings
Allows internal focus on automation,
process improvement, and core
competencies
Provides flexibility to leverage internal
resources to provide new services to
our customers
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Applying technologies
Gaining efficiencies within each of our Operations priorities

Driving customer value
through an improved
experience

Optimizing our mobile and
digital experience

•

Improved Interactive
Voice Response in
Customer Care

•

Improved customer
website and log on
experience

•

Cognitive computing and
predictive models simplify
and improve customer
interactions in our new
business, claims and
customer care teams

•

Digitizing the top
customer transactions to
improve customer self
service

Engaging and developing
our team

Leveraging scale and
simplifying business
processes
•

•

Robotics improving
producer appointments
and retirement file
processing
Other automated
processes reducing back
office handling and
improving overall cycle
times

•

Integrated customer
facing teams to improve
engagement and service

•

Improved business
acumen and more career
pathing options given the
advancement of new
technologies
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Disclaimer
Cautionary note regarding non-IFRS measures
•
This document includes the following non-IFRS financial measures: underlying earnings before tax, income tax, income before tax, market consistent value of new business and return on equity. These non-IFRS measures are calculated by consolidating on a proportionate basis Aegon’s joint ventures and
associated companies. The reconciliation of these measures, except for market consistent value of new business, to the most comparable IFRS measure is provided in note 3 ‘Segment information’ of Aegon’s Condensed Consolidated Interim Financial Statements. Market consistent value of new business is not
based on IFRS, which are used to report Aegon’s primary financial statements and should not be viewed as a substitute for IFRS financial measures. Aegon may define and calculate market consistent value of new business differently than other companies. Return on equity is a rati o using a non-IFRS measure
and is calculated by dividing the net underlying earnings after cost of leverage by the average shareholders’ equity, the revaluation reserve and the reserves related to defined benefit plans. Aegon believes that these non-IFRS measures, together with the IFRS information, provide meaningful information about
the underlying operating results of Aegon’s business including insight into the financial measures that senior management uses in managing the business.
Local currencies and constant currency exchange rates
•
This document contains certain information about Aegon’s results, financial condition and revenue generating investments presented in USD for the Americas and Asia, and in GBP for the United Kingdom, because those businesses operate and are managed primarily in those currencies. Certain comparative
information presented on a constant currency basis eliminates the effects of changes in currency exchange rates. None of this information is a substitute for or superior to financial information about Aegon presented in EUR, which is the currency of Aegon’s primary financial statements.
Forward-looking statements
•
The statements contained in this document that are not historical facts are forward-looking statements as defined in the US Private Securities Litigation Reform Act of 1995. The following are words that identify such forward-looking statements: aim, believe, estimate, target, intend, may, expect, anticipate, predict,
project, counting on, plan, continue, want, forecast, goal, should, would, is confident, will, and similar expressions as they relate to Aegon. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to predict. Aegon undertakes no obligation to
publicly update or revise any forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking statements, which merely reflect company expectations at the time of writing. Actual results may differ materially from expectations conveyed in forward-looking statements due to
changes caused by various risks and uncertainties. Such risks and uncertainties include but are not limited to the following:
•
Changes in general economic conditions, particularly in the United States, the Netherlands and the United Kingdom;
•
Changes in the performance of financial markets, including emerging markets, such as with regard to:
▬
The frequency and severity of defaults by issuers in Aegon’s fixed income investment portfolios;
▬
The effects of corporate bankruptcies and/or accounting restatements on the financial markets and the resulting decline in the value of equity and debt securities Aegon holds; and
▬
The effects of declining creditworthiness of certain private sector securities and the resulting decline in the value of sovereign exposure that Aegon holds;
•
Changes in the performance of Aegon’s investment portfolio and decline in ratings of Aegon’s counterparties;
•
Consequences of a potential (partial) break-up of the euro;
•
Consequences of the anticipated exit of the United Kingdom from the European Union;
•
The frequency and severity of insured loss events;
•
Changes affecting longevity, mortality, morbidity, persistence and other factors that may impact the profitability of Aegon’s insurance products;
•
Reinsurers to whom Aegon has ceded significant underwriting risks may fail to meet their obligations;
•
Changes affecting interest rate levels and continuing low or rapidly changing interest rate levels;
•
Changes affecting currency exchange rates, in particular the EUR/USD and EUR/GBP exchange rates;
•
Changes in the availability of, and costs associated with, liquidity sources such as bank and capital markets funding, as well as conditions in the credit markets in general such as changes in borrower and counterparty creditworthiness;
•
Increasing levels of competition in the United States, the Netherlands, the United Kingdom and emerging markets;
•
Changes in laws and regulations, particularly those affecting Aegon’s operations’ ability to hire and retain key personnel, taxation of Aegon companies, the products Aegon sells, and the attractiveness of certain products to its consumers;
•
Regulatory changes relating to the pensions, investment, and insurance industries in the jurisdictions in which Aegon operates;
•
Standard setting initiatives of supranational standard setting bodies such as the Financial Stability Board and the Internati onal Association of Insurance Supervisors or changes to such standards that may have an impact on regional (such as EU), national or US federal or state level financial regulation or the
application thereof to Aegon, including the designation of Aegon by the Financial Stability Board as a Global Systemically Important Insurer (G-SII).
•
Changes in customer behavior and public opinion in general related to, among other things, the type of products Aegon sells, including legal, regulatory or commercial necessity to meet changing customer expectations;
•
Acts of God, acts of terrorism, acts of war and pandemics;
•
Changes in the policies of central banks and/or governments;
•
Lowering of one or more of Aegon’s debt ratings issued by recognized rating organizations and the adverse impact such action may have on Aegon’s ability to raise capital and on its liquidity and financial condition;
•
Lowering of one or more of insurer financial strength ratings of Aegon’s insurance subsidiaries and the adverse impact such action may have on the premium writings, policy retention, profitability and liquidity of its insurance subsidiaries;
•
The effect of the European Union’s Solvency II requirements and other regulations in other jurisdictions affecting the capital Aegon is required to maintain;
•
Litigation or regulatory action that could require Aegon to pay significant damages or change the way Aegon does business;
•
As Aegon’s operations support complex transactions and are highly dependent on the proper functioning of information technology, a computer system failure or security breach may disrupt Aegon’s business, damage its reputation and adversely affect its results of operations, financial condition and cash flows;
•
Customer responsiveness to both new products and distribution channels;
•
Competitive, legal, regulatory, or tax changes that affect profitability, the distribution cost of or demand for Aegon’s products;
•
Changes in accounting regulations and policies or a change by Aegon in applying such regulations and policies, voluntarily or otherwise, which may affect Aegon’s reported results and shareholders’ equity;
•
Aegon’s projected results are highly sensitive to complex mathematical models of financial markets, mortality, longevity, and other dynamic systems subject to shocks and unpredictable volatility. Should assumptions to these models later prove incorrect, or should errors in those models escape the controls in
place to detect them, future performance will vary from projected results;
•
The impact of acquisitions and divestitures, restructurings, product withdrawals and other unusual items, including Aegon’s ability to integrate acquisitions and to obtain the anticipated results and synergies from acquisitions;
•
Catastrophic events, either manmade or by nature, could result in material losses and significantly interrupt Aegon’s business; and
•
Aegon’s failure to achieve anticipated levels of earnings or operational efficiencies as well as other cost saving and excess capital and leverage ratio management initiatives.
•
This press release contains information that qualifies, or may qualify, as inside information within the meaning of Article 7(1) of the EU Market Abuse Regulation
•
•

Further details of potential risks and uncertainties affecting Aegon are described in its filings with the Netherlands Authority for the Financial Markets and the US Securities and Exchange Commission, including the Annual Report.
These forward-looking statements speak only as of the date of this document. Except as required by any applicable law or regulation, Aegon expressly disclaims any obligation or undertaking to release publicly any updates or revisions
to any forward-looking statements contained herein to reflect any change in Aegon’s expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based.
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