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A Tour Around the Globe…Olympic Rings  



FIRST STOP  

 

UNITED STATES 

AMERICAS 



The larger the bubble, the 

higher the percentage of the 

population aged over 65.  

 

The further the bubble is to 

the right, the longer the life 

expectancy, and  

 

the higher up the chart, the 

higher the elderly 

dependency ratio (the ratio of 

people over age 65 divided 

by the working population). 
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Demographic trends from 2010 to 2050…  
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Aging populations… 



 

The Living Benefits Continuum 
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Aging populations… 



LTC Headlines are Ubiquitous… 
in actuarial publications & beyond… 
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Aging populations… 
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The Basics of US LTC Insurance 
what, where, why… 

AMERICAS 

Aging populations… 



Typical US Product  
Example: Genworth 

  coverage design of Long Term Care benefits:  

 in-care facilities [Facility] vs. at-home [Home Care] (new since mid-90‘s)  

 reimbursement vs. fixed benefits 

  benefit trigger is 2 out 6 ADL‘s (Activities of Daily Living) or dementia (Alzheimer‘s) 

  benefit paying period variable from 1 year to whole life, 

typical maximum benefit payment period: 3 or 4 years 

  benefit amount dependent on actual need, but maximum yearly amount and total        

amount are defined. Lower benefit payments lead to longer benefit paying period 

claims  

  underwriting is at the same time strongly standardized 

benefits rather stricter and better controlable in comparison to products 

in some other countries (e.g. Germany) 
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AMERICAS 

Aging populations… 



 Market Developments… 

 slow starter 

 7 million lives covered in 2005 

 high claims  revised premiums and 

specialist insurers 

 Consumer Views… 

 confusing choice (87% in 1990, 40% in 

2005) 

 covered under Medicare (58% in 1990, 

20% in 2005) 

 will not need LTC services (56% in 1990, 

26% in 2005) 

 70% of non-buyers underestimate cost of 

care (vs. 14% of buyers) 

 

 

 

US LTC Market Development 
rapidly changing 

AMERICAS 

Aging populations… 



 rate adjustments 

happens regularly 

for LTC insurance 

(but planned to be level) 

 the adjustments in 

2010 are 

unconventionally 

high 

 did the companies 

pass on all 

necessary 

adjustments? 

Price Developments in the USA 
steep adjustments in 2010… 

 

Average Price Development for LTC-Insurance 
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LTC Headlines from the USA in 2010 
major players feeling the pain… 
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Driver Sensitivity Risk Problems 

Lapse High Medium Lower than expected (on lapse supported 

products) 

Active Lives 

mortality 

High Medium Active life mortality – longevity risk 

Claim number High High More @ older ages; longer claims: dementia 

claims 

reimbursement vs. fixed; Home Care vs facility  Claim recoveries High High 

Disabled Lives 

Mortality 

High High Disabled life mortality – longevity risk 

Claim expenses High High Own costs, inflation expectations 

Modeling High ? Interactions are oversimplified. 

Interest High Hedged

? 

Most companies assume earn spread. 

Rates lowered, large economic losses. 

Expenses Medium Low 

Regulation Medium Rising? Rate increases get argued down. 

California may limit rate increases. 

Problems with Assumptions 
on all fronts… 
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AMERICAS 

Aging populations… 



Summary of Lessons  

from the US Long Term Care Market 

 
1. importance of proper product design – reimbursement vs. fixed; Home Care vs 

facility; etc. 

2. importance of having rates flexibility – i.e. cannot guarantee LTC premium rates 

3. lower lapses for lapse supported products 

4. importance of dementia claims and dynamics around this (uw; trends; etc.) 

5. importance of mortality assumptions – for Active & Disabled Lives 

6. market dynamics and competition can result in irrational behavior 

7. pricing actuaries must be on the same page as the underwriters & claim 

managers 

8. future trends are not to be underestimated 

 demographic and cultural changes in the soceity 

 medical advancements for treatments of those needing care. 
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 Life issued with LTC 

 

 CI and LTC 

 

 Disability policy can be 

converted to LTC policy 

between ages 55 and 65 with 

no evidence, say 

 etc. 

 

 

Alternative: Combination Products… 
not a new concept… 

AMERICAS 

Aging populations… 



Combination Products 
e.g. Life & LTC Plans  

 

 

 
 Success 

 cost effective 

 underwriting 

 simple ‘all-in-one’ product 

 win-win 

 

 

 

 

 market differentiator 

 market share 

 multiple-source profit 

 reduces risk 

 

 

 

Young                          Old  

LIFE COVER 

 Mortgage repaid 

 Children no longer dependent 

 Accumulated savings 

LTC COVER 

 With age, more susceptible to 

needing long-term care 

Young                          Old  

AMERICAS 
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 How it works? 

 all of the Death Sum Assured can be available for LTC benefits 

 small percentage can be made available per month until exhausted 

 

 

 

Death Sum Assured           Cash Value  Additional LTC Pool          Cash Value  

Leveraging death benefit                         risk to insurer reduced. 

 

Since cash values already belong to policyholder and Death 

Benefits are likely to be paid soon anyway on most disables lives, 

form of self-insurance. 

Combination Products 
e.g. Whole Life & LTC Plan…  
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The Rise of Combination Products  
 

  

 

 

Source: Pension Protection Act& LTC Combo Products, June 2010 

AMERICAS 

Aging populations… 
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ElderShield  in Singapore… 
 

Aging populations… 



Singapore vs USA LTC 
fundamentally different plans… 
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Aging populations… 



NEXT STOP  

 

SOUTH AFRICA 

AFRICA 



 

The Genesis of SA CI… 

 Critical Illness cover was “invented” by Dr Marius Barnard with the first critical illness product 

being launched on the 6th of October 1983 in South Africa.  

 

 

 

 

 

 the original product covered the four main conditions:  

 heart attack,  

 cancer,  

 stroke and  

 coronary artery by-pass graft (CABG).  

 penetration is still relatively restricted and confined to the high-income market 

 Individual CI market is relatively large 
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AFRICA 

Genesis - product need… 

http://www.scottishwidows.co.uk/calculators/marius_barnard_video.html


 

SA CI Product Space… 

Premium Structures: premiums are guaranteed on average for up to 10 years 

Benefit Structures: 

 most companies offer CI on a standalone and accelerated basis 

 “core” CI policies that generally only cover the 4 main illnesses, making the cover more affordable than 

compared to comprehensive policies.   

 the minimum and maximum entry ages are usually 18 and 65 ANB respectively, and the benefit term is 

either to age 65 or for life 

 the maximum cover available is R5,000,000 

 standalone products, a 14-day survival period is usually required before a critical illness claim is 

admitted  

 benefit amount is automatically reinstated following a claim event for conditions that are unrelated to the 

event claimed for 

 tiered CI benefits form  60 – 70% of NB premium. 

 standardised Cl definitions – companies must  also disclose grid: 

SCIDEP severity level Heart Attack Stroke CABG Cancer 

A 100% 100% 100% 100% 

B 100% 75% 50% 75% 

C 75% 50% 50% 50% 

D 50% 25% 50% 25% 
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AFRICA 

Genesis - product need… 



 

CI Tiered Cover – Challenges… 

 

 

 South Africa - 16 Industry standard definitions 

 

 

 

 

 

 

 Challenges 

 increased complexity 

 uncertain and laborious claims processing 

 detailed rules regarding multiple payments 

 meeting real needs? 

 

 

 

Event Severity Level 

A 
Most severe level 

of illness 

B C D 
Least severe 

level of illness 

Heart attack         

Stroke         

Cancer         

CABG         

Genesis - product need… 

AFRICA 



NEXT STOP  

 

EUROPE 

EUROPE 



Implications of Solvency II  

for the Insurance industry… 

Solvency II acts as a catalyst… …to resolve some old industry issues 

Example: Primary life insurance 

 Issue: Long-term guarantees and options often not 
properly priced and hedged 

 Solvency II: Requires capital for mismatch; demonstrates 
where return is insufficient for risk taken 

 Solution: Improving ALM, product design 

Example: Reinsurance 

 Issue: Reinsurance programmes not always optimal in 
terms of risk transfer 

 Solvency II: Reinsurance matters for capital requirements 

 Solution: Impact of reinsurance structures can be 
measured and optimised  

Solutions to 
these issues 

Solvency 
II 

Long- 
term 

industry 
issues 

Regulatory developments 

Solvency II brings more discipline to the industry 

Example: Investments 

 Issue: Insufficient profitability of underwriting 
compensated by taking high investment risks 

 Solvency II: Risk capacity places limit on this strategy 

 Solution: Focusing on profitable underwriting  

EUROPE 



 

Companies Taking Part in QIS 5… 
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EUROPE 

Regulatory developments 



How Solvent are European Insurers  

after QIS5? 

27 

EUROPE 

Regulatory developments 



 

BSCR Risk Composition… 
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EUROPE 

Regulatory developments 



NEXT STOP  

 

AUSTRALIA 

AUSTRALIA 



The Rise of Direct 
driven by technological change… 
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Technological advances… 

AUSTRALIA 



 

e-underwriting 

Identify big 
impact 

disclosures
  

Analyse 
customer 
journey 

Target 
questions/ 

processes 
to improve 

Implement 
changes 

Monitor 
actual v 

expected 
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Technological advances… 

AUSTRALIA 
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Portfolio Analytics 
data mining & predictive underwriting… 

Technological advances… 

AUSTRALIA 



12/08/2012 33 Title of presentation and name of speaker 

AUSTRALIA Product Aggregators 
allowing for product comparisons & ratings… 

Technological advances… 



multiple basis of own occ definitions - duties to 

income to hours 

 

 benefits – fixed (agreed) vs. indemnity – agreed 

value continues to be available for purchase 

 

 benefit period – mainly to age 65 but some 

legacy life-time benefits 

 

 combinations – TPD on IP 

 

 boosters – CI booster; ADL booster 
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Individual Income Protection Products 
have the definitions become too generous… 

Technological advances… 

AUSTRALIA 
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AUSTRALIA 

Technological advances… 

Individual Income Protection Products 
companies reporting significant losses… 



FINAL STOP  

 

ASIA 

ASIA 



Need for New Group Products 
clear message from market survey… 
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Do you see the need or feel a demand for new group employee products ? 

No

Yes

 Group pensions 

 Portability 

 Group LTC 

 Enhanced Group CI 

ASIA 

Employee benefits… 



 

Products Currently Offered… 

38 

What types of group products is your company currently distributing ? 

0 1 2 3 4 5 6

Dental

Medical

Long Term Care

Critical Illness

Disability Income

TPD

AD&D

Life

 Offering is mostly similar across participants 

 Offering of Group CI and Dental is recent (+/- 10 years) 

ASIA 

Employee benefits… 



 

Outlook for Group Products 

39 

How do you perceive the future development of the following group products ? 

0 1 2 3 4 5 6

Dental

Medical

Long Term Care

Criticall Illness

Disability Income

TPD

AD&D

Life

Very Optimistic Optimistic Neutral Pessimistic Very Pessimistic

 One comment that market is not prepared for increased demand for DI and LTC 

 Other comment that CI may face issues from lack of standardization 

ASIA 

Employee benefits… 



 

Latest Group Trends in India…  

 
 Group market continues to see intense competition 

 Increasing numbers participating on each quote 

 Conversion rate less than 10% for the majority of insurers 

 Increased focus on credit life business with price being the 

key factor driving sales 

 Price and levels of FCL/ NML offered at renewal are critical 

to retaining groups 

 Competition increasing for affinity groups 
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ASIA 

Employee benefits… 



 

Highlights from China Group Survey…  
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ASIA 

Employee benefits… 



 

Highlights from HK Group Survey…  
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ASIA 

Employee benefits… 



 

Summary – “GREAT”  New of Products  

1. Genesis – e.g. CI product in South Africa 

2. Regulations –  e.g. SII impact on investment products in Europe 

3. Employee benefits – e.g. Group business in Asia 

4. Aging Populations – e.g. LTC in the US 

5.Technological Advances –  e.g. Direct in Australian 



THANK YOU VERY MUCH FOR YOUR ATTENTION 
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Gavin R. Maistry, FSA, FSAS, CERA, CFA 

Chief Actuary, Life APAC 

gmaistry@munichre.com 
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