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A Little About Me

Over 40 years in the insurance industry, with an emphasis on Life and Annuity
Former vendor executive with every role from architect up to company leader
Former COO and CIO at Crump Life Insurance Services

Former COOQO and CIO for Transamerica’s Life division

Former head of sales and operations for HealthlQ

Principal Analyst in Celent’s Life and Annuity practice with a focus on operational efficiencies,
supporting business and technology collaboration, and consulting, especially involving technology
selection projects.

tscales@celent.com
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What’s the story of life and annuity insurance entering next year?

Conditions are dire with economic and political
upheaval scrambling markets and strategies

* Underinsurance is still rampant, with no carrier able to
find a resonant message with younger customers

* More of the Baby Boom generation worldwide are
turning 65 every day, creating an imbalance on the
books

 Economic uncertainty around leads to volatility in
financial and currency markets

* Product Diversification and innovation is critical
* Partnership ecosystems enable bundled offerings
* Improving the customer experience is critical

* Al will be a differentiator in all aspects of insurers

An Al-driven tech revolution is coming to
mitigate many issues

* Agentic Al has the potential to create efficiencies that
the life and annuity insurance industry has never
enjoyed

* While a lot of work needs to be done to fully prepare
for the Al transition, life and annuity insurers are up to
the task

* Quick wins have already been achieved at carriers
across the sector

LA B @i, /ACLI Celent.
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5 Key Technology Trends

Achieving an Underwriting Lift from

Al
Leveraging Al for decision and

workflow support in a tumultuous

market

Winning New Policyholders
with Savvy and Speed
Identifying new markets while
focusing on customer service
and straight-through
processing

Wringing Victories from Core
Investments

Data hygiene and management will be even
more crucial as even low- and no-code
platforms give way to Al-supported
development

Managing the Al Transition

Meeting the Standard for The Al-enabled insurance
Personalization and Relationships enterprise is on its way, but
Ensuring that the insurance product everyone’s journey will be

meets the very specific needs of the different. Forge strategic paths as
insurer while providing the best it arrives

experience for consumers and agents

LIARA Wigewd JACLI Celent.
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Al Implementation in Insurance Introduces Risks

) ] - Technological risks Usage risks
Algorithmic Bias and

Inaccuracies, biases, or

Discrimination ﬂ Dat fidentiality using Al @
D DD toaolz confidentiality using plagiarized content
Model Performance and Reliability @ Security systems and T Undeveloped oversight and
cybersecurity threats = errc;]neous usaﬁg ge'g;d
. . t
Data Quality and Security > Lack of . ] anthropomorphising Al)
s‘o ac 9, process transparency an O ~9O Weakened skill development
NP~ unverifiable sources L0 .
. . o and tool overreliance
Regulatory and Compliance Risks
Impacts
Legalrisk Economic risk Information security Reputationalrisk
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Annuity Sales Trends °

Number of individual annuity policies sold - United States Trends that have shaped the market

Macro economy influences demand

CAGR CAGR CAGR | . |nterestrate started to rise in 2022; began
“10-14 "14-19 "19-24 droppingin 2025. Now they may rise again
* Insurers and banks start to offer more
appealing terms on fixed and fixed-
10.2% . -6.0% ' +4.4% indexed annuities; investors favor market-
linked growth with downside protection

000s, 2010-2024 actual

* Annuities take off

* Economic uncertainty tends to favor
annuity markets:

An increasingly aging population
-6.7% +8.1% +16.9% <+ Generallack of retirement savings in the
broader US population

* Aging of the baby boomer generation (Peak
65 in 2024) into retirement bracket

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 * Most annuity buyers tend to be at or near
retirement

" Fixed Products B Variable Products

BEA ! ’ ocie ( '
Source: LIMRA, ACLI, Conning, Mercer, Bankrate, Oliver Wyman research and analysis le ( ictuat?;g; : ///A L I C e I e nt °
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What Are the Pressures on IT to Deliver?
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The Life and Annuity Industry Has a Cost Efficiency Problem

US Life & Annuity Us P&C
e == |J5 Group Life and A&H Automotive
US Asset Managers Telecommunication

Cost efficiency evolution by industry?,

% Total SG&A Expenses / Revenue, Normalized at 100 in 2003
) Change
140 2003-24
® +24%

-

- O +18%

120 ~
_ =N VA N
\\-#”‘/

100 feer ’ <
D — ® 5

’x‘ . -BWD
80
-28%
O -31%
60
:'Tt: 1 ! 1 1 1 1 1 1 ! 1 1 ! ! 1 1 ! 1 1 1 1 |
2003 04 05 oO6 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 2024

1. Indexed; Expressed as “SG&A expenses as % of Revenue” where S5G&A expenses include net commissions, total revenues incl. net investment revenue (e.g., excludes Net investment Income)

McKinsey & Company; LIMRA {
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IT Dimensions Survey 2026

Respondents by region, size, and business line —
survey demographics for retail banking

North America [ 22%
Asia Pacific [ 9004
Europe | 22 %
Central and Latin America _ 21%
Middle East and Africa [ NG 13%

By Size
Total Direct Written Premium (USD)

m Over $5 billion '

= $1 billion to 5 billion
m $500 million to $999 million

= $100 million to $499 million

» Under $100 million

219 26

Total Life Insurance
participants

LAMA @D @ e, /ACLI Celent.
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Four Key Takeaways From 2026 IT Dimensions Survey

Life and annuity
insurers are focused on

Insurers are investing The back office The transition to SaaS

growth and security,
then Al

* Life and annuity
insurers’ 2026 looks to
be more of a “keep the
lights on” year, as
growth is a major priority
and technology
investments focus on
ongoing replacement
activity across the
enterprise, but
especially in core
systems.

to make these changes

happen

* If anticipated funding

increases materialize,
insurers will see greater
budget gains from 2025 to
2026 than was the case in
2024 to 2025. Many
insurers say they’re
limited by their budgets in
some way—whether it’s
direct spend or
development resources—
so thisis a welcome
windfall.

remains a key priority
for IT investment

* North American life and

annuity insurers continue
to invest in PAS
especially for those that
expanded their product
lines. Claims system
investments are up as
insurers prepare for
demographic changes
that will demand efficient
claims processes.

deployments is
happening quickly

* Most life and annuity
insurers are heavily
invested in SaaS
subscriptions plus cloud
implementations.

* Due to the age of many
systems, life and annuity
insurers still have back-
end policy administration
systems on premises.

LA B @i, /ACLI Celent.
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How Does the Business Leverage IT? What is Holding IT Back?

UWRA B i /ACLI Celent.



What are the strategic business goals?

And how is IT limited?

Have “Significant” influence on
IT plans for 2026 vs. 2025

Meeting regulatory requirements
Operating cost reduction/efficiency
Revenue/Book of Business growth
Innovation

Enhancing the customer experience
Cyber security

Strengthening data capabilities

Question: What level of influence do the following business goals have on your IT plans for 2026?
Source: Celent Dimensions Survey 2026

Perceived part of the top 3 barriers preventing insurers to reach

business goals in 2026

IT budget constraints

Shortage of developer capacity or skills internally
Need to deliver mandatory changes (regulatory or
Agent/Distribution Experience is not a priority.
Limitations of our current technology

Lack of the necessary subject matter expertise
Lack of co-operation between the business and
Concerns over security

Difficult to build the business case

Customer experience is not a priority.

Product enhancements are not a priority.

Our current technology partner/s cannot support

Other

S 43%
I 38%
- 29%
S 29%
S 28%
S 25%
- 24%
S 19%
T 18%
T 16%
T 16%
- 13%
| 0%

Question: Which of the following will be the biggest barriers to delivering your IT plans for 2026?

LA B @, /ACLI Celent.
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Growth Leads the List

Drivers of IT Strategy in 2026, % of All Life and Annuity Insurers

Growth

Strengthening data capabilities
Cyber security

Innovation

Embedding Al into business
Expanding distribution channel/ digitization
Meeting regulatory requirements
Operating cost reduction/efficiency
Enhancing agent experience
Enhancing the customer experience
Improving underwriting results

IT cost reduction

Exploring new business and operating...

Legacy system modernization/replacement

ESG

30.6%

44.9%
42.9%
28.6%
44.9%

20.4%
44.9%
40.8%

T

m Significant mModerate mSmall ®mNone

Base: All North America life and annuity insurance respondents (n=44)
Question: What level of influence do the following business goals have on your IT plans for 2026

Source: Celent Life Insurance Dimensions Survey 2026

d

N

3

HARA W sgetvor.

Top Significant Drivers

Growth

Seventy-five percent of insurers state that growth will have a
significant influence on their IT spending strategy. Growth has
been a goal of life insurers for years before cybersecurity
topped their list in 2024. Life insurers are fighting for market
share by introducing new products, distribution channels, and
not Al tools.

Strengthening data capabilities and embedding Al into
business

Data and Al are everywhere LiteRU RS iRE UM IRUIRERE is
trying to put their data house inhc?ﬁivé"yéa\ﬁ%ttefﬂgﬂ/sc?aef?eﬁectively
use Al to improve their businesgqﬂé?ﬁ@foé}ﬁw%w&%%?omer
experience, and improve speedrm:’}‘ﬁg}%ﬁﬁffﬁ'%roducts and
services. * Due to the age of many systems,
life and annuity insurers still have

. back-end policy administration
Cybersecurity systems on premises.

Cybersecurity continues to have a significant influence on IT
investments. Breaches and ransomware continue to threaten
insurers’ businesses. Insurers may look for the right tools to combat
new threats, but more often they are improving what they already
have with help from their partners and educating clients and staff on
identifying and mitigating cyber risks to reduce human error-induced

| JACLI Celent.

a MGlobalData company



Staffing Constraints, Mandatory Changes, And Budget Constraints
Are The Top Ranked Barriers To Achieving Business Goals

Top Ranked Barriers to Achieving Business Goals, % of All Life

Insurers

Shortage of developer capacity or skills internally

Need to deliver mandatory changes (e.g.
regulatory)

IT budget constraints

Limitations of our current technology

Lack of the necessary subject matter expertise
Agent/distribution experience is not a priority
Lack of business and technology co-operation
Customer experience is not a priority
Concerns over security

Difficult to build the business case

Our current technology partner/s cannot support
this

Product enhancements are not a priority

Other

18%
18%

8%
8%
2%

i

Base: All North America life and annuity insurance respondents (n=44)
Question: Which of the following will be the biggest barriers to delivering your IT plans for 20267 (Please choose top 3)

Source: Celent Life Insurance Dimensions Survey 2026

Overall, 41% of respondents report that they lack develop capacity or
skills internally to attain their business goals. Developer capacity and
skills are needed as insurers transition to new technologies,
particularly Al. However, this is where low-code/no-code and GenAl
tools can potentially address some of these issues

The next three challenges are need to deliver mandatory changes, IT
budget constraints, and limitations of current technology. These are
common common barriers among 39%, 37% and 35% of life insurers,
respectively.

Many life insurers still have a long list of legacy systems that date
back decades. These systems often impede efforts to fully digitize or
use the data within them. Insurers often implement greenfield
systems to administer new products while non-strategic or closed
blocks of business remain on the legacy platforms or are outsourced.
This forces the need for data translation layers or other applications to
bridge the gaps. Costs increase until the legacy systems are migrated
or sunset.

Interestingly, about thirty percent say that agent experience is not a
priority while another 18% state customer experience is not.
Digitization is key to agent and customer experience; if the insurer
doesn’t prioritize either, they will not succeed in goals like expanding
distribution channels.

LA B @i, /ACLI Celent.
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Are Investments in Technology Increasing?
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Life Insurer IT Budgets For 2025 Were Consistent Across Tiers

Insurer IT Budget as a Percentage of Annual Written Premium (2025

Actual)
15%
14.0%
12.5%
11.5%
10% 10.0%
®38.4%
®7.2% ®/.4%
®6.0%
5% 5.0% 5.0%
3.0% 3.0%
0%
All Insurers Large Midsize Small

High Low @ Average

Base: All North America Life and Annuity insurance respondents (n=49) RRAL ! ’ i
Source: Celent Life and Annuity Insurance Dimensions Survey 2026 llmwm < ig%:jedtlyig; ///A‘ L I C e I e nt °
®
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Life And Annuity Insurers Are Making Major-IT Investments In 2026

Insurer IT Budget Changes for 2026 (% change against 2025 budget)

35%
32.0%
30%
0
25% 24.0% 25.0%
20%
17.5%
15% ® 14.5% ¢ 16.1% ¢ 16.1%
¢ 11.2%
0
10% 9.0%
7.5%
5%
2.5% 2.5%
0%
All Insurers Large Midsize Small
High Low e Average

Base: North America life and annuity insurance respondents BNALr ﬂ S . t Of
Question: What is the projected percentage change of your IT budget from 2025 to 20267 leﬁm I.D o%:"eo%es e e n t R
: AcC S

Source: Celent Life and Annuity Insurance Dimensions Survey 2026 a GlobalData company



( @ o o
® @ o0 {
® e o
o0 o

@ - 20000 -

.. e @O @

o - & O
(5 e @ @) @

What Are The Plans For Investment In 20267
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Top Investment Projects ee” il

Top Investment Projects for 2026, All Life Insurers (% of Insurers with Planned
Investments?*)

I Frontend | Backoffice/Core systems [l Data, Analytics, and Al - Life and annuity carriers have many

applications on their agendas in 2026, though

Billing System 59% where they plan to invest differs significantly.

Underwriting/Underwriting Workbench B 57%
Policy Admin System [ 57% * Core systems including billing, underwriting
Third-party Data/ Al models  IEEG_—_—— 550 systems, and PAS are at the top of life insurer's
Internal Data/Al Capabilities 550/ investment plans. Billing system investment
likel t of a PAS plan, d t t
Reporting and Business Intelligence  IEG—_|— 55 (likely part of a PAS plan, upgrading to mos

recent vendor version, migration from on prem

Document/ Content Management I 53% repetitive payment system) was the most cited
Ceded Reinsurance Administration I 539, backend investments.

Portals (distribution partners) I 51%
Distribution Management " 49%

* Data and analytics investments are heavily
focused on fraud detection and Al. Insurers are

Claims Admin System  EEEEEET. 49% evenly split between building their own Al tools
[Wustration/Quoting Systems " 47% and using third-party tools. In both instances,
Portals (policyholder) I 47% insurers have already made their decisions on
Standalone Rating Engines I 45% what to buy and are in the process of
Premium Audit I 43% implementing or enhancing what they have.

Customer Comm Mgmt/ Document Creation e 43%
CRM e 37%

Base: All North America life and annuity insurance respondents (n=49) BEA Society of
Question: Application Portfolio Plans: What will you do in 2026 for each of the following?; *represents the % of insurers who are beginning replacement, ‘lm I ‘ ’ e e n
have replacement underway, or are significantly enhancing systems Actuar'es ® [}

Source: Celent Life Insurance Dimensions Survey 2026 a ®Globalbata company
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What Is Happening With Artificial Intelligence?
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Al Use Cases Are Broadening: Shifts In Celent Client Conversations

2026

2023

What we heard from clients early on

* What s generative Al (and what is hype vs. reality)?
* Isitgoingto be like blockchain?

* What are my peers across the industry doing?

* What use cases should | experiment with?

* How should | think about value creation / ROI?

What we’re hearing now

How do | scale generative and agentic Al use cases?
What tech/solution providers should | partner with?

How do | integrate Al into existing systems, processes,
and workflows?

How do | rapidly get buy-in from internal stakeholders?
How do | ensure responsible use of Al?

How do | translate value creation into value
realization?

Show me examples of real ROI.

LA B @i, /ACLI Celent.

a MGlobalData company



Code, Underwriting And Service Lead The Way

Al Use Cases in the Insurance Value Chain

Code Development 64%
Employee Services I ] %
Underwriting I 4.2 %
Claims I 4.2 9%
Customer Services I 2 9%,
Sales IEEEE———— (0%
Agent Service I 157
Distribution/Marketing IE—— . 15%
Other I 13%
Pricing s 13%
Risk Management (i.e., Fraud) mm 11%
Risk Management (i.e. Loss Control) I 9%
Product Development I 9%
Compliance/Regulatory Il 9%

Billing mml 5%

LA B @i, /ACLI Celent.
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Agentic Al Leaders Are Off To The Races e o

What is the current state of implementing agentic Al within your organization?

2 2 % production 3 8 % 3)8(2[:;:158 4 0 % ::: ::i:::‘rg

by 2026 not sure

Y4 Y4 A

20% 7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B [n production

m Will go into production in 2025

m Will go into production in 2026

® No production plans; we are currently exploring use cases

B We are not planning on investing in agentic Al capabilities currently
B | am not familiar with agentic Al

B Not sure

Source: Celent Survey of Insurers

LAMA @D @ e, /ACLI Celent.
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Path Forward and Recommendations

1

Protecting the organization and
supporting sound growth

For ClOs at North American life
and annuity insurers, supporting
the growth of the business
continues to be a high priority.

However, the scale and timing of
the investments needed to
support these objectives are
difficult to predict. Persistent
economic uncertainty and
potential financial market
volatility may further affect how
these priorities are sequenced
over time.

2

Optimizing investments to
support business goals

On the technology side, the
rapid evolution of GenAl and
agentic Al could create new
opportunities and improve
cost-benefit analysis.

We do not expect the mix of
internal and external
resources to change
drastically. This allocation
should be regularly reviewed
to ensure the most value for
their spend.

@

Focus funding on initiatives that
directly improve core growth levers—
new business acquisition and in-force
retention (persistency), pricing and
underwriting quality, claims
outcomes and expense, and
end-to-end cycle time—supported by
clear KPIs.

Rank initiatives by expected value
versus complexity and delivery risk,
favoring scalable, reusable
capabilities and incremental releases
that deliver benefits early while
meeting regulatory, growth, and
operational constraints.

LA B @, /ACLI Celent.

Be ambitious and be
courageous

We think the pace of emerging
technology evolution today
presents a great opportunity to
tackle projects that were
recently considered too risky.

Technology and business
decision makers must be
ambitious and courageous, and
start the major transformation
projects that have the potential
to positively change their
business.

This requires best-in-class
execution but is worth the
risk.

a ®Globalbata company
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. We are

An independent global research and
advisory firm offering unbiased
information and advice on financial
services technology

A part of GlobalData, a gold standard
intelligence provider to the world’s
largest industries

Who is Celent?

Your Independent Technology Strategy Team

Our clients

The entire financial services
ecosystem: financial institutions,
their technology and service
providers, consultants, investors

Technology and strategy leaders,
including CIOs, IT Architects, Heads
of Lines of Business, Strategy,
Innovation and more

‘ Their needs

Make faster and more informed
technology decisions and respond to
emerging IT trends

Celent.

a QO GlobalData company

® Howwe help

Research and advisory: best practice
case studies, technology primers, IT
spending, trends analysis, vendor
solution evaluation, analyst access

Extensive databases of best practice
technology initiatives and vendor
solutions

Consulting: bespoke advisory,
speaking engagements

¥ |E!B Society of
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Tom Scales

Over 40 years in the insurance industry, with an emphasis on
Life and Annuity

Former vendor executive with every role from architect up to
company leader

Former COO and CIO at Crump Life Insurance Services
Former COO and CIO for Transamerica’s Life division

Former head of sales and operations for HealthlQ

Principal Analyst in Celent’s Life and Annuity practice with a
focus on operational efficiencies, supporting business and
Principal Analyst technology collaboration, and consulting, especially involving
technology selection projects.

tscales@celent.com
Celent
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Copyright Notice

Copyright 2026 Celent, a division of GlobalData Plc. All rights reserved. This report may not be reproduced, copied or redistributed, in whole or in part, in any
form or by any means, without the written permission of Celent, a part of GlobalData (“Celent”) and Celent accepts no liability whatsoever for the actions of
third parties in this respect. Celent and any third party content providers whose content is included in this report are the sole copyright owners of the content
in this report. Any third party content in this report has been included by Celent with the permission of the relevant content owner. Any use of this report by any
third party is strictly prohibited without a license expressly granted by Celent. Any use of third party content included in this report is strictly prohibited without
the express permission of the relevant content owner This report is not intended for general circulation, noris it to be used, reproduced, copied, quoted or
distributed by third parties for any purpose other than those that may be set forth herein without the prior written permission of Celent. Neither all nor any part
of the contents of this report, or any opinions expressed herein, shall be disseminated to the public through advertising media, public relations, news media,
sales media, mail, direct transmittal, or any other public means of communications, without the prior written consent of Celent. Any violation of Celent’s
rights in this report will be enforced to the fullest extent of the law, including the pursuit of monetary damages and injunctive relief in the event of any breach of
the foregoing restrictions.

This report is not a substitute for tailored professional advice on how a specific financial institution should execute its strategy. This report is not investment
advice and should not be relied on for such advice or as a substitute for consultation with professional accountants, tax, legal or financial advisers. Celent has
made every effort to use reliable, up-to-date and comprehensive information and analysis, but all information is provided without warranty of any kind, express
orimplied. Information furnished by others, upon which all or portions of this report are based, is believed to be reliable but has not been verified, and no
warranty is given as to the accuracy of such information. Public information and industry and statistical data, are from sources we deem to be reliable;
however, we make no representation as to the accuracy or completeness of such information and have accepted the information without further verification.

Celent disclaims any responsibility to update the information or conclusions in this report. Celent accepts no liability for any loss arising from any action taken
or refrained from as a result of information contained in this report or any reports or sources of information referred to herein, or for any consequential, special
or similar damages even if advised of the possibility of such damages.

There are no third party beneficiaries with respect to this report, and we accept no liability to any third party. The opinions expressed herein are valid only for
the purpose stated herein and as of the date of this report.

No responsibility is taken for changes in market conditions or laws or regulations and no obligation is assumed to revise this report to reflect changes, events
or conditions, which occur subsequent to the date hereof.
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