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Disclaimer
 Views solely my own, not of my employer.
* My experience has been mainly in group insurance.

 Scope must necessarily be limited given breadth of

the subject.

* Focus of this presentation will be on Australia

although paper contains references to other regions.
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Executive Summary

Some Key “Take Outs”:

 Underinsurance (opportunity) remains in Australia

* Distribution channels - evolved though stabilized
 Key forces are - Regulation, Technology & Customer
 Advised channel under pressure

 Channel convergence — multi-channel strategy

e Conclusion
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Background

To learn about distribution myself
A summary for those new to the Australian market
e Research methodology - interviews

A veryrewarding exercise
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Context - Simultaneous Developments

Diagram to show the simultaneous developments within the life insurance market

PRODUCT CHANGES

WOL/ Bundled Unbundled

‘TRADITIONAL DISTRIBUTION

Tied Agents Multi Agents Financial Advisers

EMERGENCE OF OTHER CHANNELS

DIRECT

ADVICE

No advice Full Advice Scaled Advice

REGULATORY CHANGE

== ﬂ&?*— ‘F-APACA‘ Joint IACA, IAAHS and PBSS Colloquium in Hong Kong
PBSS Ay www.actuaries.org/HongKong2012/

------



Product Evolution in Australia
e Pre 1980’s - bundled, traditional products (WOL,

Endowment)
e ‘80°s — Buy term, invest the difference - unit linked
e Stepped premiums
 Mainly death, with some TPD and IP
« Connected with mortgage but not CCI
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Global trend towards greater regulation of
financial advice and distribution

Australian distribution regulatory developments Recent global regulatory developments impacting distribution

e Financial Services Reform Act 2001 UK (2012): RDR launch aims Scandinavia (2005-8): Finland, Denmark
ibed traini . ts f for greater transparency in and Norway banned the payment of
.pre.s?r' e ral.mng. requ!remen or product pricing with new commissions by insurers to brokers
individuals selling financial products minimum qualifications, move
) , , tofee based advice Netherlands (2013): Abolition of
* Financial Services _Reform Act 2_002_ covered commission O(n inve)siments and
new conduct and disclosure obligations e.g. EU: MiFID Il and IMD Il protection
disclosing remuneration and other rEviewing commissions
. . . . . and independence of
interests/relationships under a Financial advisers -
Services Guide ong Rong
(2011):
« Stronger Super recommendations from :22223;2“’”
Super System (Cooper) Review (December requirement
2010)
* Future of Financial Advice (FOFA) reforms
(me 201 3) US: Revieiwing “fiduciary
duty” of brokers to create level
playing field
Singapore:
- : Financial Advisory
India: Committee on Industry Review
investor awareness and (FAR)
South Africa: Working group protection
considering components of the
RDR / FoFA reforms
© Oliver Wyman
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Australian Market — by Product Type

Year to 30 June Term Income Total
Protection

2011 4,844 1,622 866 2,670 10,002
“ 14,849 5,047 3,646 10,101 33,643
w 7.8% 7.9% 10.1% 9.3% 8.4%

Market Share (2011 48% 16% 9% 27% 100%
Market Share (2026) 44% 15% 11% 30% 100%

Source: Rice Warner Actuaries
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Brief History — Distribution Evolution

 Tied agents
 Multi-agents
 Brokers

* Independent Financial Advisors

e Group

 Direct
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Distinct evolution patterns in distribution

Global retail life distribution life cycle lllustrative Distribution for selected markets
4
100% |
Low . . B .
control Other incl. direct; | Other incl. direct | |yther inel. direct Other incl. I I
direct
Broker/IFA 80% T
Broker/IFA
Broker/IFA
Bancassurance 60%
Bancassurance
Tied agents Broker/IFA 40%
under control
Bancassurance 5
- ancassurance
Tied agents under control 20%
. Aligned/salaried
High Tied agents advisers 0
control 0
Emerging Developing Mature Super-mature VY' SIN-US - FRCAN UK AU
mTied / Aligned Independent T
Bancassurance ~ mOther/ direct Trend
© Oliver Wyman
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Market Composition by Channel

Market Segment Today (30/06/11) In 15 years Real
(30/06/2026) | growth

v | o) [ sv) 1 (%) | (%)
Wholesale I N N N
Corporate Funds 1% 204 1% 3.5%

122
Corporate Stand 346 3% 807 4% 5.5%
Alone

Industry Funds 1,496 15% 4,008 19% 6.8%
Public Sector Funds 442 4% 561 3% 1.6%

Employer Master 660 7% 1,748 8% 6.7%
Trusts

Total Wholesale 3,066 31% 7,328 34% 6%

1,475 15% 1,616 7% 0.6%

4,552 46% 10,393 48% 5.7%

909 9% 2,257 10% 6.2%

6,937 69% 14,266 66% 4.9%

Total Market 10,002 100% 21,594 100%  5.3%

Source: Rice Warner Actuaries

m':::::
|AAHS

\ == = J-APACAE Joint IACA, IAAHS and PBSS Colloquium in Hong Kong
P ey —— - www.actuaries.org/HongKong2012/




IFA Channel - New Sales
12 months to Dec 2011

New Sales by Licensee
60
50
40
%
30
=
"+
20
10
0
AMPFP Millenium3 Garvan PIS Financial Wisdom
M Lump Sum 17.2 18.7 13.3 14.7 12.6
M Income Protection 9.2 11.2 7.6 9 6.8
M Master Trust 27.6 1 4.8 1.6 15

Source: Risk Distribution Monitor, NMG Consulting
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Australian Market Today

 Products sold
e Channels and growth
 Manufacturers (Insurers)

e Distributors
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Summary of Key Trends Observed

 Regulation
 Technology
« Consumer
e Advice
 Apathy

e Channel Convergence
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Conclusion

e The Need

* The Opportunity
* The Challenge
 Thank you

e Questions/Discussion
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