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In 2013 the insurance industry 

announced losses in Australia... 
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Australian Press Statements 
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Total Losses Among Top 3 Reinsurers in 

Australia Disability market in 2013 
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Source: 2013 Annual Reports 



So how did this come about? 
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Comments 

 Overall market grown 

annually by 8% since 2009 

 

 Total inforce premium for top 

5 insurers: 

 

    Lump Sum 

    Australia: $4.0bn (£2.0bn) 

    UK:          £3.4bn 

 

    Disability Income 

    Australia: $1.6bn (£0.8bn) 

    UK:          £0.2bn 

 

 

 

Australian Life Market – Primary 
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Inforce premiums Lump Sum (AUD m) Inforce premiums Income (AUD m) 
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Issue #1: Group TPD 
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Group industry performance into the red 
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Source: APRA Quarterly Performance Statistics 



Awareness has risen (1 of 2) 
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Awareness has risen (2 of 2) 
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Weak definitions – easy to claim 

 Typical core TPD definition 

 In the opinion of the Insurer, after considering medical 

and other evidence, you are unlikely ever to be able to 

engage in any occupation for which you are reasonably 

suited by education, training and experience. 

 

• What does “unlikely” mean – 51% chance? 

• Do medical practitioners feel qualified to provide an 

opinion on permanency? 

• What does “reasonably suited” mean? 
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Group TPD Issues 

1. Product features 

2. Rates softening 

3. Member awareness 

4. Lawyers’ involvement in claims 

5. Economic downturn 

6. Too much capacity 
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… but there was another source 

of losses 
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Issue #2: Individual Disability Income 

• Issues developed over many years 

• “No single event” 

• Major financial impacts from 2011 

• “Lead” product in Australia 

• Issues across the entire value chain 
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Australian Company Statements – 

1999/2000 
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DI showing no signs of recovery… 
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Source: APRA Quarterly Performance Statistics 
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Individual DI Issues 

1. Product 

2. Distribution 

3. Data and experience analysis 

4. Pricing 

5. Underwriting 

6. Claims management 
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Issues across the entire value chain 



Things to consider in the UK… 

• Longevity? 

• Guaranteed Acceptance Whole of Life? 

• Critical Illness? 

• Terminal Illness? 

• Any others? 
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Lessons we can learn from Australia 

• Risk awareness 

• Expertise 

• Data 

• Modelling 

• Sophistication 

• Monitoring/control cycle 
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Thank you. 
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