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This information was prepared by The Colonial Mutual Life Assurance Society 

Limited ABN 12 004 021 809 (CMLA) for the use of advisers only and is not to be 

issued or made available to members of the public. The information and examples 

are of a general nature only and should not be regarded as specific taxation, 

superannuation, retirement or social security advice. It is based on the continuation 

of present taxation, social security, superannuation laws, rulings and their 

interpretation. CommInsure is a registered business name of CMLA. 

Disclaimer



• Global financial crisis

• Underinsurance 

• 4.2 million Australian families

Industry perspective
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Australia 
compares 
poorly by 
international 
standards
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Source:  JP Morgan, January 2009
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Spectacular reductions in well known firms…



Good times  Financial risks harder to comprehend

• Confidence and optimism prevail 

• Increased incentive to continue working 

• Increased reserves allows premiums to fall 

• Increased use of whistles and bells

Bad times  Financial risks are real 

• Protection is sought 

• Advisers focus on risk 

• Self insurers offload risk

• Increased claims – incidence, duration and costs

• Increased  potential for reputation damage

• Erosion of reserves – hardening of the market
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GFC - Implications for the industry

12% � 30% growth p.a



And when markets fall, the flight to security

Source: “Will History Repeat Itself?”, LIMRA, October 2008

Premium and sales both rose during the last US recession. 



135 years of insurance



Life Insurance under the 
microscope



1. Evaporation of Pricing Power
• From underwriting to earnings
• Increased price competition

2. Inability to Differentiate Product 
• Increasing homogeneity of products – features easily replicated
• Product enhancements = 6 to 18 months

3. Phantom Volume Growth (24.8% churn) 
• Increasing availability of substitutes

4. Rising Acquisition Costs
• Increasingly perfect market information

What about 

GFC or 

Pandemics?

Evolution of the Life Insurance market 



The need for self-actualization

The need for esteem

The need for affection and belonging

The need for security

Biological needs

Maslow’s hierarchy of needs
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Strong growth in household debt, and high interest rates, has 
resulted in mortgage stress for many Australians

Australian household debt & interest payments as 
proportion of disposable income

Source: “Australia’s national savings revisited: Where do we stand now?”, Allen Consulting Group, August 2007

Australians “debt binge”



5 million Australian families underinsured by $1.4 billion

Percentage of asset value insured

Asset Value

2.5%5%
6%

14%

77%
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TraumaTPDIncomeLifeHome 
Building

Home 
Contents

Motor 
Vehicle

87%

Low High

Source: “Wealth Management Update 2007”, CBA, 22 March 2007

Australians are underinsured by over $1 billion



Where do you think you’ll be sitting if you have a car accident? 

Average monthly premium Average claims

A change of priorities – Insure you or your car?



• 15,000 advisers in total

• 10% write $150,000+ new 
premium per annum

• 1,500 advisers see at least 2 
clients per week

• 13,500 advisers see less clients

Source: Investment Trends

Industry perspective



Underwriting under the 
microscope



Strong underwriting has made life insurance profitable

• Mortality is improving

• Improved medical treatment

• Reduction in heart disease

• Declining tobacco use

Obesity is eroding the improvements

Source: Swiss Re – Too big to ignore: Impact of obesity on mortality trends

Underwriting



1994 2009
Average life (term) premium $1000 $548
Household goods and services $1000 $1505

Underwriting trends
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Underwriting



Underwriting

History of Pandemic Illnesses Fatality

Spanish flu (1918-1919) 40 million deaths

Asian flu (1957- 1958) 1 million deaths

Hong Kong flu (1968 – 1969) 1 million deaths

Pandemic Illnesses – H5N1 (Bird Flu) 126 deaths

Pandemic Illness – H1N1 (Swine Flu) 220 deaths in Australia 
alone



Currently used in Australia …used elsewhere in the world

Smoking Criminal record

Pursuits Driving record

Family History Marital status

Height/ Weight (BMI) Residence

Alcohol Overseas travel

Occupation

Drugs

Underwriting



Electronic Applications/Underwriting

• Flexibility to suit your business

• Choice of electronic, paper or 
telephone 

• Time and effort saving for advisers

• Enhanced client experience

• Latest technology and thinking

• End-to-end system

Underwriting



Claims under the 
microscope



• Industry paid $3 billion in Risk 
claims  

• CommInsure paid $500 million

• 99.5% of death claims paid

• 92% of IP claims paid

Claims



• Victorian bushfires (2009) killed 173 people, destroyed 1,853 
properties & cost well over $1 billion

• Insurance industry paid $846m in general insurance claims  

• CommInsure paid  ?

Claims
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Claims



It doesnIt doesn ’’ t get better than nowt get better than now

Industry is in great shapeIndustry is in great shape

Tell the storiesTell the stories


