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DRIVERLESS VEHICLES
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WILL SELF DRIVING CARS REMOVE THE NEED FOR INSURANCE?

“Insurance will still be required, but it is likely to change fundamentally, both
in terms of the way premiums are set and in the way in which liability is

established.”

Simon Walker (group chief executive of the motor insurance provider First
Central Group)

“In the short term, the level of accidents may decrease, but they might
become more serious and more costly”

Jeff Blecher (senior VP of strategy at Agero, which sells vehicle information
systems to car-makers)

I PG 2 ACTUARIAL SOCIETY 2018 CONVENTION | 24 -25 OCTOBER 2018



- ACTUARIAL
B rroqveron USSR

Will Self Driving Cars Follow the Aviation Trends?

Mainstream Cockpit Automation Adoption
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How do these cars see?
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LIDAR UNIT
Constantly spinning, it uses laser

CAMERAS
Jses parallax from multiple images to find

beams to generate 3 380-degres
image of the car's surroundings.

RADAR SENSORS

the distance to various objects. Cameras
also detect traffic lights and signs, and help
recognize moving objects like pedestrians
and bicyclists.

Measure the distance from
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the car to obstacles. r———————
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[\ \ the sensors, and
LIDAR UNITS—"—=rre | ) L— f!:“‘_ N compares its stored
| —8 = Ay maps to assess
| i i i ! P
B — [ | | JI'- 1 current conditions.
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https://www.nytimes.com/2018/03/19/technology/how-driverless-cars-work.html
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When would these systems run into issues?

Volatile weather (heavy rainfall, snow)
Tunnels and Bridges

Heavy Traffic

Roadworks

Lane Identification

Obstacles on the road

High speed driving situations
Unpredictable driver or pedestrians
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Cognitive tunnelling: The use of visual information under stress

 Air France Flight 447
» Easily avoidable but ended in disaster

« What will happen to driving skill
 We have seen the stats — texting and driving is 8x more
dangerous than being legally drunk
 We are going to have 1o take over in extreme events only
* |s hours behind the wheel actual driving experience?
« We aren’t good at dealing with stressful situations
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m What's the Impact on Insurance (5)SOCIETY

Current Frequency & Severity Premium Composition
R25 000 3,0%
R1 000 R 326
[v)
R20 000 2,5%
R 750
2,0%
R15 000 35 R 60 R 10
2 R 50 I
R10 000
1,0%
R 250
R5 000 0,5%
RO - 0,0% RO
Accident Theft Hail Glass Liability Accident  Theft Hail Glass Other  Expenses
Damage Damage + Profit
Hl Severity =—Frequency Component
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m Impact on Accidental Damage Frequency (A SOCIETY
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m What's the Impact on Insurance

Shifts in Frequency & Severity

R100 000 3,0%
2,5%
LIDAR UNIT CAMERAS R75 000
Constantly spinning, it uses laser Uses parallax from multiple images to find
beams to generate a 360-degres the distance to various objects. Cameras 2,0%
image of the car's surroundings. alzo detect traffic lights and =igns, and help

recognize moving objects like pedestrians
and bicyclists.

RADAR SENSORS ﬂ R50 000 1,5%
Measure the distance from -
the car to obstacles.
| MAIN COMPUTER 1,0%
(LOCATED IN TRUNK)
- Analyzes data from R25 000
ADDITIONAL /1= the senszors, and 0.5%
LIDAR IJNITS?—‘: . compares its stored ’
| maps to as5ess “
|~ - current conditions.
- RO . 0,0%
y /4 AN/ Accident Theft Hail Glass Liability
' Damage
https: .nyti . 2018/03/19/technol how-driverless-cars-work.html . . .. .
ps://www.nytimes.com/2018/03/19/technology/how-driverless-cars-work.htm I Severity I Severity - self driving vehicles
Frequency —Frequency - self driving vehicles
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Impact on the Cost of Future Insurance

R1 600
Current Cost

Additional Cost

R1400

R1 200

R1 000

R 800 —

R 600

Cost

R 400
R 200

RO

Accident Theft Hail Glass Liability Other Expenses +
Damage Profit

Peril
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Rating Factors:
« Currently all about the driver
- However...
« Less driver experience
* More focus on vehicle / algorithm
« We will need to adapt to a new pricing basis — irrelevance of current data

Liability:
 Manufacturer insurance
« 39 party claims — more accurate data at time of accident

First mover advantages:
« Take on the risk, burn and learn, ultimately profit
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Questions?

Sarvesh Maharaj

Manager

Deloitte & Touche

Email: smaharaj@deloitte.co.za
Work: +27 11 209 8132

Cell: +27 83 408 5770

Lukas Ehlers

Senior Manager

Deloitte & Touche

Email: lehlers@deloitte.co.za
Work: +27 11 209 8449

Cell: +27 82 304 1713
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