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IF ONLY LIFE WERE THAT SIMPLE
Are simple products the solution?

Adrian Stevenson, Munich Re
David Wells, Beagle Street



The simple products initiative

Accessible to
the mass
market

. | Simple
ommerciall
viable for prOd ucts
insurers T T
Initiative

Compare and
benchmark
products

Are simpl d h lution? %%ﬁ
re simple products the solution” ﬁ@%
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Consumer research

« 2000 online interviews
— The sample is representative of the UK population by age, location, gender and
working status.

* The research explores:
— The triggers for purchasing

— Where people get information
— Their product perceptions

— Barriers to purchase.

» ICM were our chosen research company and have experience in this sector.
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Format of today’s presentation

AWARENESS All
respondents

TAKING

ACTION
NO: 64%

DECISION
NO: 50%

of Actuaries




AWARENESS




Starting at the beginning

All

Do | need it?
respondents

TAKING | want to find out
ACTION more.

DECISION




Reactions to adverts

) ‘
. ran -

% who agree strongly/slightly

,!,'f—*
T

Makes me consider purchasing this

kind of insurance 34% 32% 39%
Encourages me to seek advice o . .
about insurance 37% 29% 36%
Encourages me to contact the . . i
company by phone 19% 19% 20%
Encourages me to contact the 0% 220 o

company website

» 30 - 40% consider a call to action after watching an insurance advert.

o . R

- Life insurance shows no greater importance than other products. ?45;,5 Institute
%x x% and Faculty
22 | of Actuaries

Q: Please select the image that you feel best fits the phrase
N.B Respondent can pick multiple answers



Watch your language

A

The Life Insurance Amount will be payable to

the Planholder on death of the Life insured B

provided this occurs on or before the End
Date.

You die, we pay

®m Chose A

® Chose B

® Neither
Both

®m Don't know

The simple product initiative is right to simplify product language. %5 Institute
 FCAwill focus on clearer outcomes for consumers. ;‘ *i and Faculty
22 | of Actuaries
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Q: Which of these policies are you most likely to buy? 8



Half of individuals don’t even consider buying Life

Insurance
AWARENESS
TAKING
ACTION
DECISION
NO: 50%
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Why don’t individuals consider Life insurance?

—— 2 g e havo sange !
Lack of knowledge _ 13%
Complex;%g;g;e buying - 6%

Didn’t know where to get it . 4%, “Can'tinsure
against death.”

“Too expensive.”

“It’'s a waste of time.”

Changed my mind I 1%

» Cost and lack of perceived need are the two main barriers.

Institute

« Simple products initiative has a focus on complexity which is not the main barrier. and Faculty
of Actuaries

Q: Which, if any, of these are reasons why you don’t have a life insurance policy?

N.B Respondent can pick multiple answers 10



How would the simple products initiative help change this
group’s mind?

Make it easier to understand 3%

Having a family 11%
Reduce the cost 12%

Increase in income 5%

Nothing 40%

Getting older 490 More information 49/
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Complexity is only 7% of the problem.

Q: What would encourage you to change your mind?
N.B Can pick multiple

11
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36% of people do some research

All
respondents

Do | need it?

TAKING | want to find out
ACTION more.

DECISION

NO: 50%
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Where do people look for information?

Where they would instinctively look Where they actually looked

Talking to friends and
family

Talking to friends and
family

Talking to an IFA Talking to an IFA

Talking to a bank

Talking to a bank

Financial press Financial press

* Internet is here to stay — is social media the way forward?

* In practice people are more likely to speak to someone.
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Q: Where would you instinctively look to get advice about this?
Q: Where did you get this information from? 14
N.B Respondent can pick multiple answers



Where on the internet and why?

“It was easy.”
“Price comparison sites are a good
range of results.”
Banking website - 20%
_ _ _ “Get the most and
Government financial website 18% varied information.”
E.g. MAS
4%

» Be aware of the price comparison websites.

Other

* Don't underestimate the power of your website.

* Money Advice Service will be promoting the simple products initiative yet it has one of the lowest scores.

X
’;‘@{SB};“ Institute
J@L and Faculty
2

con oy | of Actuaries

Q: Which of these sites did you use? And why?

. . 15
N.B Respondent can pick multiple answers



After research 42% of people drop out

All
respondents

Do | need it?

TAKING | want to find out
ACTION more.

DECISION

NO: 50%

NO: 15%
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Why didn’t you buy?

42% 8%
Cost Changed their mind

5%
Lack of knowledge
12% 29%

Complexity of product | don’t need it

5%
Too young

* 42% of people do not buy a Life product after undertaking research.

« The simple products initiative will not address the biggest barriers.
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Q: Having done this research why didn’t you purchase any Life Insurance?
N.B Respondent can pick multiple answers 17



How will the simple products initiative help?

What would make you change your mind?

Nothing/no need of it 31%
Reduction in costs 27%
Having a family 5%
Increase in income 5%
Better returns on premiums 4%
Easier to understand the product 4%
More information/someone to explain 3%
it

More straightforward process 3%

The simple products initiative does not address the two biggest barriers

of awareness and cost.

“If I could have a
straightforward policy with a
set price and guaranteed
payout.”

“Insurance companies that don't
lie and cheat people out of their
money.”

“The fees and upfront charades,
the current economic climate. A
financial product in risky times.”

“Cheap monthly payments.”

Institute
and Faculty
of Actuaries

BRI

©
ERTTTA A

Q: What do you think would likely encourage you to change your mind?
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35% of people buy

All
respondents

AWARENESS Do | need it?

TAKING | want to find out
ACTION more.

DECISION
NO: 50%
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What was the trigger for buying Life insurance?

= Life insurance owners

0
10% 9% ]
6% 5% 7%
0
I - [
| T T T T _ T T T T T
Bought/moved Had a child  Moved jobs Made Bought a new Re-mortgaged Death of a Marriage Other None of these
house redundant car friend/family

member

 Are insurers’ effective at targeting customers at key life stages? =
geting y 9 %SE}; Institute
+ Can insurers use their data better to sell to customers’ needs? ;ﬁ *i and Faculty
22 | of Actuaries

Q: Which, if any, of the following events did you go through around the same time as
deciding to start looking into purchasing life insurance?

21
N.B Respondent can pick multiple answers



Customer confidence

H Yes - completely HEYes - | think so B No - but it covers most ONo - it doesn't O Don't know

% of people that
are confident the
Life insurance they
have provides them
with the cover they
need

“It was organised by my employer and wasn't something | selected
independently.”

“It was taken out a long
time ago.”

“Because the premium was significantly higher and would simply cover other items that |
might need but would probably not be necessary.”

|
82% believe they have a product that provides them with the cover they need without ?"59‘5 Institute
. o [HeS5N | and Faculty
the simple products initiative. e

o2 | of Actuaries

Q: Are you confident the life insurance you have provides all the coverage you need?
22



If only Life were that simple

BARRIER 1 ,
COST BARRIER 2 DON'T
NEED IT
BARRIER3 ~ BARRIER4
comMpLEXITY ~COMPLEXITY
oF PrRODUCT ~ OF BUYING
PROCESS
PURCHASE
LIFE
INSURANCE
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Even if you make it simple, you still need to overcome the more ;’%a{i\
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significant hurdles of ‘cost’ and ‘don’t need it’
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- The language we use
* Perceived costs

« The increased use of social media
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Life products are overcomplicated

Guaranteed

Insurability Options Guaranteed, reviewable and

renewable premium options

Life Insurance, Term
Insurance, Level Term, Life
Assurancel!l

Accelerated or standalone
critical illness

-
=

Waiver of premium

g %@
erminal lllness ! \
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Why?

‘Features’ |eft over :
from a bygone age g

Justify the
need for advice!

Customers find it hard to

obtain security and reassurance

LS,
f u\
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~

April 13 \ [ July 13 \ ( \

Sept 13
* 2 new partials (Cardiac arrest and * 3 new partials « Enhanced Heart Attach definition
Accidental hospitalisation) * Devic’s « Extended Cancer & Organ
* Improved Major organ transplant « Spinal Stroke Transplant to ABI+
definition « Cardiac Arrest
- Enhanced Child CI definition J\ Improved Heart Attach definition) \_ Y,
( May 13 \ ( July13 \ ( Sept 13 \
 Addition of Chronic Lymphocytic * Free fracture cover « 2 new partials
Leukaemia «£2100 for one of 18 defined « 5 ABI+ enhancements
» Extension of skin cancer fractures « Enhanced child CI to cover any
definition number of children
- VAN /. J
( June 13 \ ( July 13 \ ( Sept 13 \
» Added 2 new conditions (spinal * £10,000 offered free to new * 3 new partials added
cord tumour & pneumonectomy) customers *  Carcinoma in situ
. *  Oesophagus
* 6 new partial payments Testicle
*  Urinary bladder
\_ AN '\ J
( June 13 \ ( Sept 13 \ ( Sept 13
* 150% of cover if diagnosed with  Partial payment for significant 5 condition enhancements
neurological disease before 40 & loss of sight » Cancer, Coronary by-pass
200% of cover if certain « Enhanced child ci from birth surgery, Heart Attach, MS,
conditions caused by accident Stroke
A\ 3 improved ABI+ conditions aN

A\




"l -

STOP the conditions race

AN P

Simplify the language
_4b Sy -

Broaden definitions

06 November 2013

Differential products for D2C

o AN S -

Work with online distributors to
Improve education

L N By

Remove some of the complexities developed
for the advisor market
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- The language we use
* Perceived costs

« The increased use of social media
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5.2M adults state they
intend to purchase in the near




Are we frightening people away?

. W
Crltice}l lliness
Rider Fam”y 'nCome

N
PG

06 November 2013 32
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Affordability is an issue...
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Product Comparison

Monthly Cost of £160k Life Cover over 15 Years
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Product Comparison

£40

I'SEF ST’ ve3

81I[¢EF

0€'6¢F
8923
LS'VTTF
19°¢¢3F

S
(o)) v8'023
R
o
(7))
(7))
(o))
m LESTT TL°01TF
—_— ]
— 68'v13 AN
(1]
(@) 88'€T3
om— 86'C
S
O ST
X
o 1
S 5

()

Q
<+ >
“ 3
95

>
O o
@)
v
=
]
G
o
fd
(7,
@)
&)
=
i -
ofd
c
m

un o n o wn o n m

(12] (] (V] (V] - [ Gl (¥7]

Gl Gl (%71 Gl Gl (57

wniwaid

0s

6v

14

Ly

174

174

144

134

[44

114

ov

6€

8¢

LE

9€

S€

143

€€

[43

T€

0€

6¢

8¢

LC

9¢

S¢

144

€¢

[44

T¢

0¢

61

8T

Age



9b'SES ST've3 0
81°2€3 6
0€'623 8
8L°92 Ly
v6:8L3 LSVe3 o
6L°TL3 19723 s
vb°'S93 8023 -
18'653 L7613 £
28'7S3 v8'LT3 2
A 9€°053 SS°9T3 ISTI3 [
nn.. 9€"913 LE'ST3 oty Koy
— —
= 19°vb3 68413 ovot3 a3
e OV T3 881ETF 8¢
= 05°8€3 86713 L
.m 88'S! STCT3 o8
o] 1S TRAK: s
.m LL'OE3F vL'0TF vE
C 0€'823 €T°0T3 €€
m m L0923 6563 2
< on 03 60°63 1e
Mlm ovzes \ | €983 || [EEH o
| &)
‘— | O v 123 1283 | FE
© bOn 90°023 €813 | BF
O | 66'8T3 8v'3 | &E
i
m W 613 |\ 9T | TF
e ro) ¥8'9TF | L8'9F M ‘63
QO W. v9'STF | 19'93 “_.qu
— = 19913 \6€'93 | L&
o W 9Li€T3 81'93 1 TE
- O OT'€TF 0093 | {E
O 69713 S8'ST | LE
m 8ETTF 2L'S3 " v3
al €713 T9°ST ~ [§)
2 5 2 2 $ a 8 o

wniwaid




Allow greater flexibility on product selection

o

Design more affordable rider : —
products :"7 R

F

/ ,/ Design systems and Ul's that allow customer to
- = - =~ test & learn

e - T
“People like you bought...” ,—n- . e
' ,&:; Don’t default to the most expensive options

Develop better
premium-led options
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- The language we use
* Perceived costs

« The increased use of social media
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x, HOME WREKLY EMAR NS noG MEESTURS v STUDINTS
M,
Martan Lewis

MoneySavingExpert.com

Cands Raciaen Deals Utilithes Barking
Loams £1,0008 SoPPd  youchen Phones Soving

R

Latest Marton's Monwy Tes bl
£16 designer specs, reclaim card
PPIFREE

Ower 50 witys 10 sve incl 1100 plarts (15 (10 ¢
Nando's (Amsex-ondy), free Father's Doy card, 1129
bank bede. 3.1 wvings
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Life insurance — choose the D How and where to buy life D

Do you need life insurance? D
right policy and cover

' 4
Do you need critical illness alillness - what does a D
insurance? e One policy look like?

How and where to buy critical Do you need private medical Do you need dental insurance?
illness insurance insurance?



-PROTECTION CLAIM PAYOUTS

The age of the
youngest person
to claim on a critical

L SLEFUEEN ct Information available online and in

1 e consumers understand
Perception vs Actual

N over
Q“"" 5

The percentage of life cover, - ' The ac Most common reasons for claims ’* ’R ‘ﬁ ﬁ‘ %\1971 'ﬁ\ ?‘ ’ﬁ ? 2011
critical iliness and income = cove s 2 5 5 o
rofection claims pecple . incon ¢ T Concer theee

SHENE RIS BEC SREH YER! BEs 2 FE Heart attack Survival estimates for those diagnosed
£ with breast cancer have nearly doubled
Packaged Products B since 1971
= m Multiple sclerosis
L=

We asked how much people would
be willing to spend on life and

é FIE Accidental health insurance? e
S pm The average answer 48 '
g P Musculoskeletal (e.g. back/neck) was £50 per month 4S5

£ Psychological (e.g. stress/depression) O. .

Cancer 50

People like you...

Protection insurance can be one of the most important insurances

we ever buy. We all hope we never need it of course, but being able

to pay the bills if something goes wrong is important to everyone,
- LifeSearch

Sources: LifeSearch, F&TRC, LV=, Bright Grey, ABL Swiss Re, Protection Review, Office National Statistics, Cover magazine.
All information applies to the UK only and is comrect as at Octcber 2013,
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- The language we use
* Perceived costs

« The increased use of social media
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Pre 2000 half (50%) of our

home and motor sales came BUDGET

through the high street.

SMART PEOPLE

| — home insurance §§

-

£ N

B |




IN.2004¥3%. of sales came
tAretigh otr=eall centres.
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Mello, nice 10 see you 292in Louise
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£-" comparethemarket.com-

Your details

Want some help:

1. Your life cover gy

Who do you want to cover? © °

How long would you like your cover to
last? @ Years

How much cover woald you like? @

Next

o Terms & Condons

MAtON. Comparethemartet com does nat offer fnancial advice In sespect of e Mwance srodocts € you are I any Goudt a8 10 whether TV prodoct s
W, yOu haud corsder seet ng Ndependent nancial advice Pleane Note THhat TeCening 2 QUAtE v Comparettemarket (om does Not Guarattee That 3
msuter will accest you for the polcy.

Tre comparethemarket com e numnce ©
Treidol com 5 2 tading style of vestment Dscosnts On-Li
Growp Limited of which comparethemartet com foms pant

MPIBOn service is provided Sy eidol com of Unit 3 Mason Court, Penith &0 Business Park, Penrth, Comidria, CAL) 3GR
Umited who are athomsed 300 regelated by the Fnancial Servces Authonty. Theid: 7 s mot part of BGA

The comparethemarket com Me nuuance telephone advice service & provided by UfeSearch Umited. LifeSearch Limitad is an Apponied Representative of Sakgrie Davies
and Company Limited, who are authorised and wiated by the Fimancial Services Authorty. UfeSeasch Limand 5 not part of the BGL Growp Limitad of whic
comparetemarket com forms pant

§ WItE sedecing imuren athoraad and mgulated by the

comparettemartet com i 3 radng rame of BSL Lmitnd. B Lmted i an independent mermedary deal

By wpplyng data to us. ovide irformation about yoorsel and others which the Data Protection Act 1958 defines 2s persanal data or sensitv
Data Cortroler S Umied. Data will be used by comparethemartet Com and the inserance praviders for the purpose of pRviding you with 3 Quor
MUTANCE PrOviders may Carry Out Checks with Credit sefeserce 30d fraud prevention agencies in order to P te comparetemarket
COMACT yOu N relSton 10 ather PIdects and services Jrovided by comparetremarket com

eronal data The
Some
may a0

Please soe our Prvacy ¥ y for
et you know aDoUt Other o

e niamaton. We may diaciose Information yoe provide to Our ¢
c2s and services that may be of interest to you

OLCE yOu D0t The Imutance QUOtation

By upphying data you give expiot consent for all data provided 10 be

N this way uniess yoe ted us otherwise

© 20052011 compaetemartet com . Al rights sesarved




Price Comparison




Overall offers at point of purchase
_ -




Learning from the home and car experiences...

06 November 2013 50
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- The language we use
* Perceived costs

« The increased use of social media
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Munich RE = STREET *’ Life Insurance that's easy
HFEINSURANCE to understand & easy to buy...
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