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ABOUT THIS REPORT

Every two years, Celent reviews and profiles LATAM’s life insurance policy
administration systems. Our latest report was published in July 2023: Policy
Administration Systems: Latin American Life Insurance Edition. As part of our

review of the systems and vendors, we gather specific data about their client
base. This report provides a view on the evolution of the installed base of
these systems for the period of 2019-2023 (covering the 2021 and 2023
editions of our LATAM life PAS vendor reports).
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Historical Data

Our life policy administration system data collection involves a Request for
Information (RFI) exercise leveraging our VendorMatch platform, where we ask
various questions about vendors’ installed base and new clients wins.

As our vendor report is updated every two years, the new client momentum data
is based on a two-year cycle. It is also important to mention that a different set of
vendors participates in each life policy administration system vendor report.
Table 1 provides more information on the number of systems profiled.

Table 1: Data Background

Report Year Sample Life Policy Total New Client
Administration Implementations Momentum

2021 18 systems 103 17 (2019-2021)

2023 22 systems 117 28 (2021-2023)

Sources: Celent, Vendor RFls

Report Approach

Data in this report was gathered as part of Celent’s research prepared for its
recent Policy Administration Systems: Latin American Life Insurance Edition
report. Twenty-two life insurance PAS vendors completed a detailed RFl,
powered by Celent’s VendorMatch, to be included in the report. The RFl included
multiple questions about the vendors’ client base and recent deals. This subset of
the RFI forms the basis for the projections in this report. This report also uses
similar data from RFls collected for the 2021 edition of Celent’s LATAM PAS
report and draws on conversations Celent analysts have had with both vendors
and insurers.
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About this Report

Report Limitations

Celent believes that the information on the RFIs from vendors provides an
adequate basis for the analysis in this report. However, not all PAS vendors
completed RFIs for the 2021 and 2023 Celent LATAM Life PAS reports. Some
vendors provided data for one report, but not both, and some vendors known to
be active in the market did not complete RFls. Finally, this report contains various

estimates by Celent.

The next sections provide our findings, starting with an overview of the LATAM
life policy administration system market.



Latin America Life Policy Administration Systems Deal Trends: 2023 Edition Latin American Life Insurance PAS Market Overview and Trends

LATIN AMERICAN LIFE INSURANCE PAS MARKET
OVERVIEW AND TRENDS

Numerous insurance companies in Latin America continue to operate outdated
back end systems. Although some view the replacement of a policy
administration system (PAS) as a risky, expensive, and labor-intensive
endeavor, they also acknowledge the importance of enhancing automation
and efficiency to lower operational expenses. Additionally, they recognize the
significance of improving integration capabilities to tap into the rapidly
expanding digital landscape and deliver the same level of customer experience
seen in other industries. Consequently, there is a growing interest and
necessity among these insurers to modernize their legacy back office systems.

A life insurance policy administration system provides end-to-end lifecycle
management of individual, group life, and pension products—it is software that
helps insurers manage life and annuity insurance policies. With a PAS,
organizations can maintain a record of policies issued to clients, calculate policy
costs, and configure or set up new policies. A life insurance PAS should provide
the flexibility to build and administer different types of insurance policies. They
can be implemented as a part of an integrated insurance suite or as a standalone
solution. Historically, they were implemented on the premises. More recently,
insurers have been deploying their PAS as software-as-a-service (Saas), taking
advantage of cloud-based services.

Insurers’ Investment Plans

Celent conducts an annual survey with ClOs from different LATAM countries to
understand their technology investment priorities. Our most recent survey,
conducted in 2023, focused on CIOs from life insurance companies in the region.
The survey results indicate a strong emphasis on growth and digital acceleration,
as shown in Figure 1.

Comparing the 2023 results to those of 2022, we can see that growth remains
the top business priority. However, digital acceleration has surpassed
cybersecurity and now holds the second position. Additionally, there has been a
notable increase in the focus on meeting regulatory requirements, which has
risen from sixth place in 2022 to become the fourth main business priority in
2023.

© CELENT 5
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Figure 1: Business Priorities Driving Investments

Business Goals Influencing IT Plans
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Source: Celent IT Priorities in LATAM Insurance — 2023 report

Preference for Cloud-Ready and Cloud-Native Systems

Even though Figure 1 shows that moving to the cloud was not among insurers’
top priorities in terms of significant investments in 2023, as cloud technology has
proven to offer much more than a possible reduction in IT infrastructure costs—
especially when leveraging it in “as-a-service” models (laaS, Paa$S, and SaaS)—
Celent has also observed that there has been a gradual positive change in terms
of insurers’ perspective on the cloud. As we can see in Figure 1, 91% of insurers
indicated that they planned to invest in moving to the cloud.

Figure 2 looks at which areas LATAM life insurers are focusing their investments
regarding cloud adoption.

Figure 2: Business Priorities in Terms of Cloud Adoption
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The survey shows that portals are at the top of the investment portfolio for 2023.
Most life insurers (87%) are actively investing in cloud models, with 22% of
insurers in early stages of adoption. Investments in development environments
involving testing and DevOps, which are good targets for the cloud, shows up in
second place. Overall, most insurers already use a cloud environment for
development.

In addition, insurers are looking at ways to leverage the cloud for core systems—
such as policy administration, claims, underwriting, etc.—meaning cloud-ready
and cloud-native systems are gaining interest, along with ways to modernize
legacy systems by moving them to the cloud.

Nine out of ten LATAM life insurance

companies surveyed by Celent declared that
they had plans to invest in moving to the cloud

in 2023.

Celent Report: IT Priorities in LATAM
Insurance — 2023

Market Dynamics

Table 2 highlights some of the factors impacting the Latin American life insurance
core systems market.

Table 2: Factors Impacting the LATAM Life Insurance Core Systems Market

Major trend

Trend

Description

Insurers are
focused on
growth

Margin pressure

Celent’s 2023 survey showed that LATAM life
insurers had the same top business priority as in
2021 and 2022: growth.

New partner
ecosystems

CX/ecosystem
approach

Increased focus on differentiation through customer
experience, self-service capabilities, and pricing
competitiveness requires a variety of digital
capabilities not found in older core solutions. LATAM
life insurers understand the value of a partnership
with insurtech and technology startups, for example,
especially in sales and claims handling. On the other
hand, they find insurtech less relevant for core back
office processes such as underwriting and
reinsurance.

Faster, cheaper,
better

Margin pressure

Most insurers are looking into process automation
for increased efficiency as they work to support their
digital transformation, enabling their existing
business and channels.

Need to become
digital quickly

Growth of portals

While investment in front end components has
slightly decreased compared to 2022, investments in
portals are at a high 87%. Area of emphasis is agent
and customer portals to accelerate the digitization of
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sales and servicing processes and provide a better
experience for distribution partners and customers.

Patience with Barriers of legacy Many LATAM insurers are still running old systems.
“old technology” technology In general, they consider the replacement of old
is wearing thin systems risky and cost- and effort-intensive.

However, we see sustained investments in back end
components, mostly in the PAS, which often includes
various core components such as claims and billing.

Cloud Insurers are much more willing to deploy core
deployments are systems in the cloud, as it allows for easier upgrades
king and potentially lower costs. When comparing the

deployment option data of the in-production client
base provided by vendors for our 2021 and 2023
LATAM life PAS reports, we see a 10% increase in the
deployment of Life PAS in the cloud (private and
public) in LATAM.

Growing data Increasing usage of data (to better set rates/pricing,

demand for example) has led insurers to look for easier ways
to access and use data. Vended solutions can be
more efficient than homegrown ones for this.

De-risk conversion  Conversion technology is accelerating for analytic

tools tools to mitigate conversions. New Al-enhanced and
life insurance-specific calculators provide more
conversion automation and better mitigate risks.

Source: Celent

To meet their digital and competitive needs, many insurers are investing in PAS
that utilize emerging technologies such as cloud deployment, greenfield delivery,
DevOps techniques, and application programming interfaces (APls). Celent sees
the following trends in the systems being offered:

e Cloud-native technology stacks.
e SaaS, cloud-hosted, and usage-based offerings, including automated upgrades.

e Seamless, end-to-end experiences with clearly articulated and integrated
architecture that efficiently enables those experiences via APl integrations and
microservices.

e  Flexible product, workflow, geographical, and regulatory/tax configuration.

e  Speed-to-implementation and lower up-front implementation costs, including low-
or no-code and client self-sufficiency.

The Latin American PAS market is segmented on the basis of components
available and deployment methods. The componentization of solutions has been
an ongoing trend in the market. Gone are the days when policy administration
systems were monolithic solutions and all functionalities came under one
umbrella. While a few systems are still considered monolithic, most have
decoupled the components into separate modules or are currently in the process
of doing so. The various modules are typically offered as microservices and
integrated via APIs. Modules now include product and business rule
configuration, new business, claims, portals, billing, and reporting and analytics.
This modularization enables the insurer to implement their PAS in smaller bits. It
also increases the ability to open the PAS up to new channels, partners, and
customers.
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RECENT PAS DEALS

Deal volumes in the LATAM PAS market increased over the previous two years.
PAS replacements are traditionally triggered by issues and challenges faced by
insurers due to the limitations of their legacy systems. Investing in new policy
administration systems has often been seen as key to the creation of a digital
platform’s capabilities.

© CELENT

Life insurance companies often have multiple policy administration systems
covering their needs across their various businesses (e.g., individual life,
annuities, group benefits, or group annuity). They rely on these systems for
various functions across each business including quoting, commission,
enrollment, underwriting, policy administration, billing, CRM, claims, and
disbursements. Often, due to inherited siloed business units, the systems may
require complex integrations.

When an insurer decides to buy a new system, they may consider three
scenarios, as shown in Table 6.

Table 3: Three Scenarios to Rationalize Core System Technology

1 Industrial Build a new insurance IT system on a fresh stack o buy a new
platform, then migrate existing portfolio of customers (either
big bang or piecemeal) including their portfolio and history.

2 Greenfield Build a new greenfield insurer on a fresh stack with new
architecture (modular, microservices, cloud). Grow the new
insurer and commercially migrate customers at renewal.

3  Wave-by-Wave Encapsulate legacy estate via a customer-centric digital
(Modular platform, re-wire omnichannel customer journeys on new
API, reservice or replace back-end components block by
block (product by product).

Source: Oliver Wyman

We have seen all three approaches in the most recent PAS deals in LATAM, but
the industrial scenario continues to be the most prevalent.

PAS Deals in the Last Two Years

There were 28 new deals associated with the 22 Life PAS solutions that are
considered in this report.

Out of the 22 vendors that were analyzed, 10 have reported new deals in the
region over the past 2 years. The three vendors that have secured the highest
number of deals collectively account for almost half (48%) of all reported deals in
LATAM. Additionally, it is worth noting that vendors originating from the region
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have won 69% of the new deals, indicating a preference for local vendors in the
market.

Figure 3: Vendor Momentum in LATAM — Reported New Deals from 2021 to
2023
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LEVERAGING CELENT’S EXPERTISE

If you found this report valuable, you might consider engaging with Celent for
custom analysis and research. Our collective experience and the knowledge we
gained while working on this report can help you streamline the creation,
refinement, or execution of your strategies.

Support for Financial Institutions
Typical projects we support include:

Vendor short listing and selection. We perform discovery specific to you and
your business to better understand your unique needs. We then create and
administer a custom RFI to selected vendors to assist you in making rapid and
accurate vendor choices.

Business practice evaluations. We spend time evaluating your business
processes and requirements. Based on our knowledge of the market, we identify
potential process or technology constraints and provide clear insights that will
help you implement industry best practices.

IT and business strategy creation. We collect perspectives from your executive
team, your front line business and IT staff, and your customers. We then analyze
your current position, institutional capabilities, and technology against your
goals. If necessary, we help you reformulate your technology and business plans
to address short-term and long-term needs.

Support for Vendors

We provide services that help you refine your product and service offerings.
Examples include:

Product and service strategy evaluation. We help you assess your market
position in terms of functionality, technology, and services. Our strategy
workshops will help you target the right customers and map your offerings to
their needs.

Market messaging and collateral review. Based on our extensive experience
with your potential clients, we assess your marketing and sales materials—
including your website and any collateral.

© CELENT 11
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