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* International trends in Ml
* |nsurance decision
« Value proposition

« So what does this mean for non-
life iInsurance?

INTERNATIONAL CONGRESS OF ACTUARIES | F-12 MARCH 2010 | CAPE TOWHN




S

Ceapt Tomn Afeiqgut du Sud

. . L
International trends in Ml A ——L
11';#1 Lole C,«'w’!
 Low overall insurance penetration with little retail
distribution experience and capacity

« Sell or compel: Actively sold or compelled with another
purchase

« Derived demand: Typically tied to other product/service
« Short-term due to group underwriting

« Often low value

« Aggregators are key to success

« Low priority afforded to non-life insurance
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Perceived Take It

value >
Opportunity
cost

Value and

opportunity  f------------
cost Perceived
value <
Opportunity
cost

Risk it

Likelihood of buying insurance

* Take it: Perceived value > Perceived opportunity cost

*  Perceived opportunity cost
— Less disposable income means higher opportunity cost

*  Perceived value
— Discount rate:
e Over-discount future cash payments
* Tangible benefit easier to assess than financial value
— Risk: Probability of risk event occurring
* Underestimate probability of risk event occurring
—  Trust: Likelihood of successful claim

. . Source: Chamberlain & Bester (2008)
¢ Distrust commercial and trust mutual
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 Awareness of cover

« Cover vs need: Extended warranties, legal insurance, cell
phone insurance vs household content/structure and job loss

« Complexity: people don’t understand averaging, exclusions
and ‘duty of disclosure’-based claim rejections.
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« Paying claims: It is not just about achieving sales
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« The challenge of delivering value

$50

O Insurer inefficiencies
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Traditional insurance VS. Microinsurance
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« Reality check on income levels targeted
« Deliver value not just sales

* Need to leverage of existing aggregators and sales process
BUT treat consumers fairly

« Simplify and improve efficiencies of product features and
management (e.g. sum assurance, innovative claims
management)

« Improving clients’ understanding of the product
« Encourage legitimate claims
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Thank you!

Doubell Chamberlain
The Centre for Financial Regulation and Inclusion
Doubell@cenfri.org
+27 83 415 0664

www.cer&fri.org *
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