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• Current industry issues and observations 
from recent pricing survey 

• Opportunities for data analytical techniques 
• Conclusions 

Presentation topics 



   
 

• Worsening experience in disability income 
business 

• Increase in lapses for individual risk business 
• Profit margins expected to reduce across 

most risk business 
 

Current industry issues 



  

Worsening experience in Disability 
Income business 

The profit margin of the 
disability income business 
has deteriorated in the 
past 2 years. 
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Worsening lapse experience  
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Profit margins expected to reduce 
across most risk business 

• Competition – Product design creep is the 
main concern for trauma business 

• More entrants into direct market 
• Insurers will have to look for ways to improve 

the profit margin 
 



   
• Life insurers are behind in using data analytical 

techniques to improve their decision making, 
compared with other financial services providers 
(e.g. banks/general insurers) 

• There is interest in predictive modelling 
• Lack of capabilities/resourcing is seen as the main 

barrier 
 

Current use of data analytical 
techniques  



   
• Current and past application form(s) 
• Personal & family medical history 
• Industry data (APRA, P4L, ABS, Census 

data) 
• Consumer marketing data 
• Loyalty programs, Affinity group 

memberships 
• Credit card spend 
• Bank transactions 
• Social media (LinkedIn, Twitter, facebook)? 

 

Potential Data Sources 

Non-traditional data unlock new insights into 
customer and employee populations 
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internal data 

sources 

Non-traditional internal 
data and external individual 

or household-level data 
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   • Underwriting 
• Direct marketing 
• In-force management 

 
 
 
 

Opportunities for data analytical 
techniques  



   
• Approach: 

• Analyse standard app combined with marketing data 
• Triage: accept/traditional approach to u/w 

• Benefits: 
• Improved efficiency, lower cost, greater consistency 
• Less invasive sales process (eg. fewer medicals) 
• Free up experienced underwriters to focus on more 

difficult applications 
 

Case study 1 – Underwriting 



Underwriting with Predictive 
Models  

• Apply an Algorithmic Solution 
using application data, internal 
and 3rd party data, together with 
underwriting rules established 
by the insurer 

• Provide results that are similar 
to fully underwritten decisions 
for a significant portion of the 
business – predominantly the 
higher scoring segments.  
 



   

Case study 2 – Direct marketing 
• Approach: 

• Use marketing data to identify people who are more 
likely to take-up and qualify for insurance 

• Benefits: 
• Optimal use of marketing budget 
• Minimise acquisition costs => cheaper products 
• Increased cross-sell 
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Case study 3 – In-Force 
Management 

• Segmentation analysis can be used to identify groups of 
members displaying non-standard experience 

• Results can improve pricing points, reserving accuracy 
• At signs of imminent lapse (i.e. late premium, repeated 

request for surrender value) should insurer react, or let 
policyholders leave? 

• Claims management or fraud detection 
 
 



 
  

Retention with predictive models 
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   • Challenges 
• Availability of data 
• Legal and ethical concerns 

• Opportunities 
• Putting all your data to use 
• Partnerships (loyalty/rewards programs, credit cards) 

 
 

Challenges and Opportunities in 
Australia 



   • There is appetite for using analytical 
techniques to improve business decisions 

• There are opportunities to improve business 
performance 
 
 
 

Conclusions 
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