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Abstract 

 

The over 50’s will be the major force in wealth and spending growth over the next two 

decades. Over 50’s will account for over 40% of the population and own more than 

75% of the wealth. They will work longer but in more flexible roles, be more 

technologically literate than previous generations of older people and have 

dramatically different expectations.  

 

Few companies have strategies in place to maximise the opportunities arriving from 

the aging population. Managing discrimination issues, technology, product design 

and service are just some of the changes which need to be addressed to meet the 

needs of this customer segment.  

 

The objective of this paper is to stimulate discussion about what general insurers may 

need to do to remain relevant to this age group into the future.  
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1. Introduction and Background 

The population in Australia is ageing. This fact is now well established, well known and 

well understood. There have been many discussions around how this will impact the 

future in terms of labour force, productivity, economic growth, taxation, age-related 

government spending, and consumption.  

 

In general, the ageing population has been a cause for concern due to the 

dependency burden that older people are thought to place on working taxpayers. 

However, there is also increasing recognition that the over 50s (“silver population”) 

present great economic potential in the coming decades. The Asia Pacific’s silver 

population market value is expected to hit USD 3 trillion by the year 2017 based on 

the findings published in the 2nd Asia Pacific Silver Economy Business Opportunities 

Report 2013.   

 

We note that our paper is by no means an in depth study of how the over 50s will 

reshape the general insurance industry, but rather it is intended to stimulate a 

discussion around this topic.  Within this paper, we build on the discussions presented 

in previous PwC papers with a focus on the general insurance industry. For the 

readers’ reference, these papers are:    

 

  “Finding the gold in the silver economy: How the over 45s will reshape 

financial services” by Catherine Nance which looks at the opportunities that 

the changing demographics provides for the financial services industry.   

 “The General Insurance Industry and the Actuarial Profession 2020” by Tony 

Beirne, Garth Brooker, Mudit Gupta, Suruchi J Singh and Slyvia Wong, which 

explores the five mega trends (Social, Technological, Environmental, Economy 

and Political - STEEP) that will impact the general insurance industry globally in 

the next decade. These trends are described briefly in Appendix A. 
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2. The Silver Tsunami  

There are three key attributes why the ageing population is a force to be reckoned 

with in terms of opportunities for the general insurance sector. These are: 

 The shift in the demographic profile  

 People are staying healthy for longer 

 The over 50s are spending big 

 

We discuss each of these attributes in the following sections. 

2.1. The shift in the demographic profile 

The Treasury’s Intergenerational Report 2010  projected that the proportion of 

population over 65 will almost double from 13% in 2001/02 to 25% in 2040.  Relative to 

the younger age cohorts, the number of Australians aged 65 and over is expected to 

increase rapidly. This is illustrated in the graph below, which shows the growth in 

population indices by age group. 

 

Figure 1: Population Indices by Age Group1 

 
 

The shift in the demographic profile means that the silver customer base is increasing. 

Proportion wise, the silver population will account for nearly 40% of the overall 

population over the next two decades (source: ABS statistics). Therefore, general 

insurers who are able to tap into this market may enjoy the benefits of increased 

revenue and potentially, greater market share.  

 

In addition to the growth in the proportion of the older population, there is also 

increasing racial and cultural diversity within this population.  This is illustrated in the 

graph below which shows that the increase in Australians aged 65 and over who are 

born overseas between 1981 and 2011 are largely attributable to people who are 

born in countries other than UK and Ireland.  

Figure 2: Australians aged 65 and over, born overseas between 1981 and 20112 
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2.2. People are staying healthy for longer 

The general improvement in nutrition, lifestyle and health standards also means that 

people are staying healthy for longer (as well as living longer). As such, the over 50’s 

can live independently and pursue a wider range of activities over longer periods of 

time compared to the previous generations.  For example, it is becoming increasingly 

common to hear of a person in their 60s travelling overseas for a vacation. 

 

Independent living and the undertaking of activities create demand.  For example, 

travelling overseas creates a demand for travel insurance, driving creates a demand 

for motor vehicle and CTP insurance, road-trips using caravans creates a demand for 

caravan insurance and living independently creates a demand for home and 

contents insurance.  Therefore, not only is the silver customer base increasing, but the 

demand for general insurance within the customer base may also increase.   

2.3. The over 50s are spending big 

Another key attribute is the fact that not only do the over 50s account for more than 

75% of the wealth in Australia, international studies have also shown that they are 

spending it faster than younger generations.  For example, over the past 10 years, a 

US study showed that spending by the over 50s has increased by 45 percent, 

compared to a six percent increase for the under 50s3. 

 

The unprecedented consumerism and wealth within the silver population further fuels 

the demand for general insurance products. As an example, the purchase of 

household electrical products creates demand for extended warranty insurance. 
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3. Some challenges to address 

With such huge potential from the silver customer market, it is important for general 

insurers to critically evaluate what are the current deficiencies in the supply of 

general insurance in meeting the needs of the silver population and as such, 

capitalise the market opportunities. 

 

Our scan of the current landscape reveals that in general, most insurers offer products 

that can be purchased by population of all ages, albeit with different terms, 

conditions or restrictions.  There are a handful of companies, such as APIA and Seniors 

Insurance, who specifically target the older audience and offer a wide range of 

products such as motor, home, travel and boat insurance. 

 

From our literature review, the dissatisfaction among silver customers in the current 

provision of general insurance products centres around a few key themes.  These are 

discussed further below.  

3.1. Invisibility and stereotyping 

Various literature points to the fact that silver customers feel that marketing is not 

aimed at them, or tends to stereotype them or treat them in a patronising manner.  

 

A survey conducted by the Australian Human Rights Commission found that only a 

small minority of the participants (less than 30%) from all age groups felt that the 

elderly in the media were represented in diverse ways and were depicted as role 

models.  The survey also tested a sample of popular Australian media content and 

noted that only 4.7% of the advertising content featured the mature population 

matched by a humble 11.5% coverage of the 55+ within the editorial media content4. 

This highlights the low representation (or rather, the invisibility) of the silver population 

in marketing content despite accounting for nearly 40% of the Australian population 

and owning more than 75% of net household wealth. 

 

Further, it should be noted that age is increasingly becoming a relative concept and 

over 50s do not see themselves as a homogenous group. As an example to illustrate 

this diversity, we have included below a table showing the self-perception of the over 

50s based on a survey carried out in Luxemberg5. 

Table 1: Self-perception of over 50s 

Young at heart 76% 

Middle of life 60% 

The best years 60% 

Young elders 52% 

Seniors 34% 

Best age 28% 

 

One interesting observation from this survey is that only 34% of the respondents 

associate themselves as seniors.  This is consistent with the general theme which we 

have found from our literature review that the older population do not want to be 

viewed as old as many still embrace a healthy and active lifestyle.  

 

Currently, a good number of insurance products targeted to the silver population 

are marketed as “seniors insurance”. The changing sentiment of how the over 50s 

view themselves begs the question of whether such a marketing strategy is still 

effective in appealing to the silver customers.  
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3.2. Mis-selling and misrepresentation of insurance products 

Through our literature review, we have also found that there have been instances 

where the terms and conditions of general insurance contracts were misunderstood 

by the older population.   

 

One example is travel insurance, which normally excludes cover for pre-existing 

conditions. This exclusion is often misunderstood by the older population. The 

Insurance Ombudsman Service (IOS) indicated that it has received a growing 

number of complaints relating to travel insurance brought by Australians in their 70’s 

and 80’s, most of which relate to claims rejected on the basis of a pre-existing heart 

condition6. 

 

The IOS also expressed concern that even the products that were being advertised 

exclusively for seniors failed to pay adequate attention to the fact that older 

Australians may not be in the same physical condition as younger travellers and that 

insurance companies have an obligation to express potentially devastating policy 

terms in language their customers can understand and appreciate. 

 

Mis-selling and misrepresentation of insurance products go against the very purpose 

of insurance, which is to protect individuals from the risk of major losses.  With the 

growing older population, more needs to be done to address this area.  

3.3. The issue with age discrimination  

There is also a common perception (or misconception) that there is age 

discrimination, both in terms of pricing and accessibility of insurance.  In fact, there 

have been a number of government commissions which looked into the issue of age 

discrimination in insurance policies.  

  
The foundation of sound insurance is risk-based pricing.  Pricing which results in higher 

premiums for the older population may create the impression of unfair age 

discrimination.  This perception was well captured by the findings of the Travel Survey 

2012, which stated: 

 

‘The age loading built into travel insurance premiums is seen by many, but not all, 

respondents as discriminatory. This is not necessarily the case, however, because 

insurance premiums of any kind are risk based and age is one of the risk factors 

travel insurers usually explicitly identify in their Product Disclosure Statements’. 

 

Globally, particularly in Europe, there is a growing debate of whether pricing based 

on age is discriminatory or the basis of sound pricing.  Given the importance of 

sound pricing for insurers and the increasing publicity in this area, we have explored 

this subject further in the next section.  

Another issue is accessibility. As an example, the Australian Law Reform Commission 

(ALRC)’s ‘Age Barriers to Work inquiry highlighted the case where mature age 

workers were unable to access income protection insurance, leaving them 

vulnerable in the event of illness or injury.  This is particular concerning for workers 

who are not covered by workers’ compensation such as sole traders. This point is 

highlighted by a case study submitted by the South Australian Equal Opportunity 

Commission: 

“I am a self-employed primary producer now aged 69 years and cannot access 

accident or illness insurance to cover me at work. I was told I was too old for illness 

insurance, but could get some cover for accident insurance at greatly reduced 

benefits up to the age of 70. I have therefore been working full time without any 

illness cover for 5 years, and soon will have no accident cover either when I turn 70. I 

have a clean bill of health each year from my GP which I submit to the insurance 
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company. The government encourages us to work after retirement age, but does 

not care that insurance companies say we are uninsurable.” 

The Age Discrimination Commissioner Susan Ryan has also in recent years published 

a number of reports arguing for the enhancement of workers compensation 

arrangements for people on and beyond pension age so that the lack of access to 

workers compensation in the event of an accident at work does not become a  

barrier to continual employment7.  

 

Another example is in the case of mature age volunteers.  The Tasmanian Anti-

Discrimination Commissioner highlighted the lack of availability of insurance 

coverage for mature aged volunteers. This either resulted in volunteering activity 

continuing without coverage or acted as a barrier to volunteering. The potential 

consequences of continuing without coverage are highlighted by the following case 

study: 

‘Whilst doing this volunteer work [my mother and father] were involved in a horrific 

accident which left my Dad in a coma for 6 months before he finally passed away. 

The [organisation] involved said that he was not covered by their insurance because 

he was too old (he was just 75.6 years old)’. 

A recent study which showed that a 3% increase in the participation of over 55s in 

paid work would create a $31 billion positive impact on the national economy8. 

Given the ageing population, a growing proportion of population wanting to work on 

to old age and the economic benefits of having mature age workers both in paid 

and volunteer facilities, we believe that general insurers have a big opportunity to re-

examine their underwriting processes and pricing strategies such that they can cater 

to the market of mature age workers who wish to work on to old age. 

 

  



Silver Economy: How the over 50’s will reshape general insurance  

10 

4. Age based pricing  

In this section, we explore whether there is currently a price differential by age in the 

Australian general insurance market and the validity of and issues related to using 

age as a rating factor. We also look at some learnings from overseas jurisdictions.  

4.1. Is there a price differential by age? 

In order to assess the current landscape, we have conducted an investigation to 

examine the price differential across various coverage lines. A range of prices by 

coverage line and age were averaged to allow for comparisons.  The results of our 

investigation are discussed in turn by class of business below.   

 

Based on our observations, we have also evaluated whether there can be a logical 

reasoning to support the price differential by age.  We acknowledge that this 

evaluation is  rough and cannot be expected to pick up the nuances in the 

experience which can be detected by a proper analysis of the underlying claims 

experience.   

4.1.1. Motor Vehicle Insurance 

Figure 3: Motor Vehicle Insurance Average Price 

 

The average price of each form of car insurance (Comprehensive Motor Vehicle, 

Compulsory Third Party (CTP) and Third Party Property (TPP) Motor Vehicle) is a 

decreasing function of age up to around 65 and thereafter, becomes an increasing 

function of age.  

The increase in premium post 65 may be reasonable if we take into account the 

range of age-related cognitive changes which may lead to an increase in risky 

driving behaviour. Examples of these changes are decline in reaction times, clarity in 

vision and hearing, muscle strength as well as flexibility. However, we note that the 

higher frequency of accidents may be offset by lower severities due to older people 

driving smaller cars or driving in low speed environments such as around community 

shopping areas and less actual driving time per annum.  Also, the future economic 

loss of income of an elderly person is likely to be less than that of a younger individual 

and as a result, the financial impact of the accident will be lower for an elderly. 

A study by Monash University observed that older people have an increased 

likelihood of sustaining a chest injury in a crash due to increased frailty and the 

susceptibility to rib fractures caused by the seat belt9. The study also observed that, 
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based on Transport Accident Commission data, while the likelihood of claiming may 

be higher for older drivers, the average claim amounts were not consistently above 

that of younger claimants. Furthermore, the loss of earnings or earnings capacity 

and death benefits were rarely claimed.  Overall, the study did not find that older 

drivers were over-represented in terms of cost compared to younger drivers. 

As there are many opposing risk factors at work, there needs to be recognition of the 

overall trade-off between them and the net impact on the risk profile of drivers.  We 

also note that the observed relationship between age and motor vehicle insurance 

may differ in reality (ie without the standardised assumptions adopted for our 

analysis).  For example, differences in the choice of car and car usage by age may 

impact the frequency and/or average claim size.  

4.1.2. Home Insurance  

Figure 4: Home Insurance Average Price 

 

The average Home insurance price appears to be a decreasing function of age.  

The inverse relationship between price and age may also be exaggerated in reality 

without the standardised assumptions adopted for our analysis. For example, if older 

persons downsize their homes, their home insurance premiums may significantly 

decrease.  Also, older people may live in areas with lower crime rates.  
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4.1.3. Travel Insurance 

Figure 5: Travel Insurance Average Price 

 

The average price for Travel insurance is relatively flat up to age 50.  Beyond the age 

of 60, prices start to increase exponentially. The majority of insurers required a 

medical assessment for those above the age of 70, with many not offering quotes for 

90 year olds. 

The exponential increase in the travel insurance premiums may be justified on the 

basis that the medical costs incurred while travelling are likely to be more expensive 

the older the individual.  For example, UK data showed that10: 

 Ages 66-70 were more than 2.5 times as likely to make a claim and the 

average cost of the claim was 5.5 times greater compared to ages 21-25; and 

 Ages 81 and over were 4 times as likely to make a claim with the average 

claim cost being more than seven times greater than ages 46-50. 

4.1.4. Accident & Injury Insurance 

A graphical representation of the average price of Accident & Injury insurance has 

not been provided due to a lack of comparable available data.  

In general, Accident insurance displayed a peak price at age 50 and decreased 

beyond this age. We note that very few insurers offered this product to individuals 

beyond the age of 65. For injury income replacement insurance, the average price 

increases significantly with age and was not available to those above the age of 65.  

As discussed in the previous section, the lack of insurance for mature age individuals 

may be of notable concern for older self-employed individuals.  

4.1.5. Summary of observations 

Our investigation, while rudimentary, shows that there is some price differential by 

age and the relationship between price and age does not seem unreasonable.  We 

discuss the validity of and the issues with using age as a rating factor in the next 

section. 
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4.2. The validity of and the issues with using age as a rating factor 

4.2.1. The validity of age as a rating factor 

Age is well-defined, easily verifiable and statistical analyses have shown that it has 

strong predictive influence over certain claim outcomes as it can be a good proxy 

to characteristics such as experience, maturity, physical capability, and financial 

stability.  For example, a publication by the Association of British insurers showed that 

there is a strong correlation between a person’s age and the probability of making a 

claim as well as the likely cost of that claim in some product lines, such as travel and 

motor11.  As such, age can be a valid and powerful risk determinant.  

 

In Australia, the Commonwealth Age Discrimination Act of 2004 allows for age 

discrimination to be applied if the discrimination is based upon actuarial or statistical 

data. It furthermore considers discrimination reasonable on the basis of other 

relevant factors if actuarial or statistical data is unavailable and cannot reasonably 

be obtained. The Act also notes that the Commission and the President can require 

the disclosure of the source of the actuarial or statistical data. 

 

Proponents of using age as a rating factor also argue that reaching old age is a 

normal part of life and does not require specific protection. This view is supported by 

the US Supreme Court judgment in the Massachusetts Board of Retirement v. Murgia 

case whereby the Court stated that the old population is not a ‘discrete and insular’ 

group and should not require any extraordinary protection.  

 

Furthermore, it may not be equitable if young people are subject to higher premiums 

if their perceived risks are higher (for example, in motor vehicle insurance) while old 

people are exempted from such a requirement.  The removal of age based rating 

could create the risk that the status and existing entitlements of the older population 

are unfairly protected at the expense of the younger generation12.  

4.2.2. The issues with using age as a rating factor 

With the EU Gender Directive ruling in 2011, there are increasing concerns around 

the legitimacy of using age as discriminating factor. Critics feel that age is similar to 

gender and race in the way that people do not possess control over it. Therefore, 

using this fact to discriminate against is not fair.  

 

There are also critics who question the accuracy of age as a rating proxy.  Age 

based rating may be based on generalised assumptions or social stereotypes which 

may be inaccurate and are no longer true given the increasing diversity within the 

older population.   

 

A recent investigation by the Tasmanian Anti-Discrimination Commissioner into 

volunteers, age and insurance raised the question as to whether age factored into 

insurers’ underwriting process unfairly and unlawfully discriminated against some 

volunteers on the basis of age.  Among the observations made by the Commissioner 

are:  

 The actuarial, statistical and other data provided to the Commissioner as the 

basis for excluding volunteers from insurance cover or restricting that cover on 

the grounds of age is not of sufficient detail or relevance to substantiate the 

argument that persons within particular age brackets represented an 

unacceptable risk. 

 The Commissioner was not satisfied with the other relevant factors raised by 

the insurance industry to support the case for the application of an exemption 

from the Anti-Discrimination Act 1998. 
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The Australian Law Reform Commission also observed that there is a lack of 

transparency in the underwriting process as the data relied upon by insurance 

companies to set their age caps and premiums were not publicly available. 

 

These observations were in line with the ruling in the 1992 motor insurance case of 

Zurich Insurance Co. v. Ontario (Human Rights Commission). While the Court ruled in 

favour of Zurich Insurance stating that in the absence of data that underpinned the 

actual risk factors, age could be used as a proxy for the calculation of risk and 

premiums, it also stipulated that an appeal would be allowed because the insurer 

failed to prove that there were ways to actually gather real data (independent of 

age) that could establish the risk associated with a driver in motor insurance. 

4.2.3. Learnings from overseas jurisdictions 

The EU Gender Directive ruling in 2011 has opened the door to further debate and 

legislation around modes of discrimination that have been traditionally allowed in 

the financial services industry. The ruling officially implemented the principle of equal 

treatment for men and women in the access to and supply of goods and services, 

and prohibited both direct and indirect sexual discrimination in the provision of 

goods and services in the European Union. 

 

Under the Proposal for a Council Directive13 on implementing the principle of equal 

treatment between persons irrespective of religion or belief, disability, age or sexual 

orientation, age discrimination continues to be a topic of discussion14. This should not 

come as a surprise as the Civic Consulting survey carried out in the EU in 2010 

indicated that most customer complaints regarding discrimination in the financial 

services sector resulted from age discrimination, followed closely by discrimination 

based on disability15. This is illustrated in the graph below. 

 

Figure 6: Factors to which complaints mainly relate 

 
 

Insurance companies and financial institutions worldwide are also exploring ways in 

which they can write business without using rating factors which may be considered 

discriminatory.  Some Canadian states, for example, have moved away from using 

age as a proxy for years of driving experience and have instead adopted the years 

of driving experience directly as the rating factor. 

4.2.4. The relevance of age rating  

In the past, using age as a proxy for the characteristics such as experience, maturity, 

physical capability, and financial stability may have been reasonable when the 

proportion of the older population was smaller.  With the growing older population, 

age may no longer be a sound proxy for the underlying attributes.  To put this into 

perspective, the proportion of population over 65 will almost double from 13% in 

2001/02 to 25% in 2040. The increasing diversity within the older age group may also 

mean that age no longer provides the right proxy for certain characteristics across 

the whole older age group. 
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Furthermore, the advancement in technological trends has meant that insurers can 

now capture, store and process large volume of data quickly (ie the concept of ‘Big 

Data’). As a result, if the insurer wants to capture data of the underlying driver of 

claims experience, it is now increasingly feasible and decreasingly cost prohibitive. 

Therefore, there may be a reduced need to use age as a proxy.  

 

Social media information can also be used to better understand customers’ risk 

profiles or personal preferences (e.g. participation in certain activities, how and 

where they socialise, travel or exercise or their attitude and stated preferences) 

which in turn allows the insurer to better capture the nuances of their customers. 

 

Technological advancements have also meant that insurers now have more options 

to collect the relevant data.  The motor insurance industry is already starting to 

undergo this change. QBE, for example, has launched Australian first in-car 

telematics device in 2013 (“the Insurance Box”), which can monitor and record 

driving behaviour of the driver.  More recently, QBE has also extended its telematics 

car insurance product to include a smartphone application. The use of telematics 

devices has also been introduced for some EU countries.   

 

The telematics device allows risk rating to be more personalised to a policyholder 

rather than being done on a proxy-basis (for example, based on age).  As such, the 

device also allows greater transparency in pricing by benchmarking a given driver 

against others using this device. With new data sources such as the telematics 

device becoming available, age as a rating factor is likely to be of declining 

relevance and be less justifiable going forward. 

 

In addition, if a decision is reached in the EU prohibiting insurers from using age as a 

rating factor, precedence may be set for Australia. It is worth noting that EU have 

already abolished gender rating (under Article 5(2) of the Council Directive 

2004/113/EC) stating that differences of treatment based on actuarial factors 

directly related to sex are not compatible with the principle of equal treatment and 

should be abolished.  There have also been concerns around age discrimination 

raised by local government bodies, which may lead to the prohibition of using age 

as a rating factor.  

 

 



Silver Economy: How the over 50’s will reshape general insurance  

16 

5. Market Disruptors 

With the population ageing, market needs is shifting.  A study in the US in 2013 has 

identified shifting market needs as the biggest potential market disruptor over the 

next five years for the general insurance industry16. The results of the study is 

summarised in the graph below.  

 

Figure 7: Top five potential market disruptors over the next five years 

 
The other potential market disruptors identified by the study are big data/analytics 

(technology), regulations (political), financial environment (economy) and increased 

catastrophes (environment). This is consistent with the results of a study conducted by 

PwC in 2012 which predicted five megatrends namely, Social, Technological, 

Environmental, Economy and Political (STEEP – See Appendix A for more details), 

which will change the level playing field for the general insurance industry globally17.  

 

We are already seeing signs of market disruptors changing the general insurance 

landscape relevant to the silver population market. For example, there are products 

which are introduced that cater to changes in the needs of the older population and 

some insurers have been using technology to transform their pricing approach (eg 

the use of telematics). The following table sets out a few examples of the current 

market disruptors. 
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Table 2: Examples of market disruptors  

Example of market disruptor Some relevant thoughts

A small number of secialist senior insurers such as 

APIA and Seniors Insurance which are specifically 

targeting the older population and their needs. 

• The products  offered by these specialist insurers may be 

more attractive than that offered by a non-specialist insurer 

due to better coverage, service and/or price. 

• If the specialised insurers are succesful in attracting market 

share, this may change the market share of insurers going 

forward unless the non-specialist insurers change the 

relevant product/service attributes to compete with the 

specialist insurers.

• As personalised pricing becomes more commonplace, 

pricing which penalises the older population on the basis of 

age will be decreasingly acceptable.  

• Insurers who do not update their pricing approach may run 

the risk of being selected against and losing profitable 

customers.

Products which specifically target the older 

population such as Seniors Travel Insurance, offered 

by insurers such as Worldcare.   

• This type of products is likely to be introduced to fill a gap in 

the current market in meeting the needs of the older 

population (for example, due to inavailability of cover or 

unaffordability of cover).

• Insurers which introduce these products may gain a first-

mover advantage and favourable reputation among its 

customers.  As a result, it may be challenging for the other 

insurers to break into the market in the future once these 

insurers have established their positions.

Products which target activities such as Shannons 

which provide insurance to motoring enthusiasts for 

their vintage and classic cars.  Arguably, a large 

proportion of motoring enthusiasts is made up by the 

older population.  As such, by targeting motoring 

enthusiasts, Shannons is responding to a demand of 

the older population, without limiting its customer 

base to older customers.

• Similarly, insurers which introduce these products may 

gain a first-mover advantage.

Transformation in the pricing approaches to a more 

personalised basis.  Examples are the introduction of 

the telematics device by QBE enabling pricing based 

on actual experience and companies like Youi who 

are offering tailor made product and pricing based on 

individual needs and risk profile (eg pricing based on 

the number of kilometres driven).

 
 

We note that the pace of change makes it challenging to hypothesize what the 

market for insurance will look like going forward.  We have included some plausible 

future market disruptors in the table below.  However, we note that they are by no 

means, all encompassing.  Rather, they have been included to stimulate discussions 

around this topic.  
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Table 3: Plausible market disruptors  

Plausible market trends Plausible market disruptor

The rise of healthcare costs may increase the demand 

among the silver population for medical tourism.

• A travel insurance product which provides cover for the trip 

overseas to access medical services.

Increased use and reliance on electrical appliances 

and associated wiring demand/requirements

• A new feature and pricing approach within Home insurance 

policy which allow for the increased risks of living in old 

houses with old wiring which may not support modern 

electrical demands.  The older population may be a high 

risk group to be affected by this change as if they have lived 

in their current house for many years, there is a high 

likelihood that the wiring in their house is dated.

Commercialisation of driverless cars • A new feature and pricing approach within Motor Vehicle 

insurance to allow for the fact that the profile of the drivers 

(eg age of the drivers) may have a limited impact on the 

claims experience.  For example, the increase in risky 

behaviour due to age-related cognitive changes may be 

less relevant in terms of pricing.

New entrants into the market, leveraging off the 

information that they have collected of individuals

• Due to the wealth of information that they have collected, 

new entrants such as Google may be able to introduce 

sophisticated risk based pricing of individuals, not afforded 

by a typical insurer.

Aged based pricing prohibited by regulation • A forced change, whereby insurers can no longer use age 

as a rating factor in their underwriting.
 

 

The examples above illustrate the fact that market disruptors are essentially a form of 

product enhancement to respond to trends affecting the marketplace. The trends 

may not necessarily act in isolation; rather they may interact with each other resulting 

in complex outcomes. In the next section, we explore the strategies which the insurer 

can adopt to respond to the emerging trends relevant to the ageing population. 
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6. Strategy going forward 

Insurers who can anticipate and plan for the changes about to come through in the 

marketplace can create their own future. Understandably, the timing of the 

implementation of a sound business strategy is key to their success. 

 

There is no prescriptive approach to respond to these trends as a general insurer’s 

approach will be dependent upon factors such as its strategic intent, core 

capabilities, availability of talent, capital and organisational structure.   

6.1. Deciding on a business strategy 

The study by PwC in 2012 has identified four broad strategic directions that a general 

insurer can adopt.  In responding to the ageing population phenomenon, the insurer 

needs to consider which business strategy will be most complementary to its 

attributes and aspirations. A clear strategic direction will help the insurer to design its 

business to manage the risks and exploit the opportunities that come its way. The 

four broad strategies are as follows: 
 

 Be an innovator: Insurers may want to reshape their future through innovation, 

focussing on research and development of new products and investing in 

analytical decision-making through the use of new technology.    

 

 Be an expansionist: Insurers can grow through expansion by leveraging off 

their existing capabilities and expanding globally or into new customer 

segments for existing products or by using new distribution channels.  

 

 Be a fast-follower: Insurers may decide not to be the leader but be agile 

enough to follow the leader and establish a strong presence.  

 

 Be a survivor: Insurers may focus on short-term performance and survival by 

waiting for the majority of the industry to adopt new ideas and practices 

before adopting them.  

 
In the next sections, we discuss some of the considerations which may be of 

relevance to general insurers in responding to the ageing population phenomenon.  

The relevance of these considerations to a particular insurer will depend on the 

strategy adopted by the insurer.  For example, if the insurer is an innovator, it may 

want to develop new products to better meet the needs of the silver customers.  

Alternatively, if the insurer is an expansionist, it may want to concentrate on 

marketing strategies which appeal to the older audience.   

6.2. Recognising the distinction between the early and later ‘third age’ 

A recent PwC paper highlighted the term ‘third age’ to refer to the stage of life 

beyond 45 as well as the broad distinctions between early and later third age18. 

In early third age, individuals are generally healthy and independent. Many are 

embracing an active lifestyle and are either in full time or part-time working 

capacity.  In later third age, individuals will be increasingly frail, likely to be retired 

and will have increased reliance on pensions and savings. 

 

While the cut-off 75 is currently used to segregate the two groups, it is more likely 

than not that the age cut-off between the early third age and the later third age 

population will be a moving threshold over time.  If life expectancy continues to 

increase and people are generally healthy for longer due to better lifestyle and 

medical advancements, we can expect the age cut-off to be pushed out further 

into the future.  To put this into perspective, the life expectancy in 2014 at birth is 93 

for men and 94 for women, 35 years more than what it was at the turn of the century 

when the Age pension was first introduced.  
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General insurers may benefit from a critical evaluation of their product design 

and/or underwriting processes by adequately recognising the distinctions between 

these two population groups.  The key question being whether the current aged 

based restrictions, limitations or conditions remain relevant going forward given the 

attributes, demands and needs arising from the demographic changes.   

 

For example, with reference to our earlier discussions, questions that can be raised 

are: 

 What is an appropriate age cut-off for access to volunteers and income 

protection insurance? 

 What is an appropriate age cut-off for income replacement benefit within 

workers compensation? 

 What is an appropriate age cut-off for travel insurance?  It is worth highlighting 

the fact that in the UK, for example, there are charities such as ‘Help the 

Aged’ which have stepped in and launched ‘Help the Aged’ Comprehensive 

Travel Insurance to meet the demand of the older population in the UK for 

travel insurance.  Without these charities, the age restrictions and premium 

loading has meant that the demand of the older population in the UK has 

been largely unmet at present.   

6.3. Reaching out to silver customers  

As the proportion of older population is growing, marketing which appeals to the 

older audience is of growing importance. However, as discussed earlier in the paper, 

this also presents another set of challenges given the increasing diversity (eg in terms 

of demographic profile, self-perception and activities undertaken) within the older 

population.   

 

If targeted marketing is to be used, a thorough understanding of the target 

customers is required to reduce the risk of marketing backlash such as offending 

potential customers due to inappropriate stereotyping or alienating a segment of 

the older population.  

 

One option around this would be through ‘ageless’ marketing, that is marketing 

which reflects the values and stage of life of the targeted segment and how the 

products meet their needs.  However, there is probably no silver bullet in reaching 

out to silver customers and a blend of targeted and ageless marketing may be 

required to send the right message across.   

 

Another trend to recognise is that technological and internet usage are increasing 

for older people.  In fact, the greatest growth in internet usage in any age group is in 

the 55–64 year age group, up from 63% in 2008–09 to 71% in 2010–1119. Also, 

approximately 52% of Australians aged 45-64 are users of cloud applications such as 

Google Drive compared to the national average of 49%20. Furthermore, as the 

current generation ages, technology usage within the silver population will inevitably 

increase.  Given this, general insurers may need to fine-tune the medium which they 

use to market or sell their products and communicate with the silver customers over 

time.   

6.4. Loyalty and trust  

There is well established literature that points to the fact that older customers are 

more loyal than younger customers.  This attribute of the older customers is well 

highlighted by a paper produced by the Chartered Insurance Institute in London 

which stated that 36% of older customers had never considered changing providers 

and had remained with their provider for over 20 years21. 

 

Customer loyalty generally improves profitability due to improvements to retention 

rates, lower ratios of initial processing costs, lower price elasticity, higher referrals of 
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new clients and higher likelihood of spending on other products22. As such, more 

loyal customers would be expected to have a greater customer lifetime value, i.e. 

they would deliver a higher net present value of profits over their relationship with the 

insurer. 

 

However, anecdotal evidence suggests that the older audience tends to be more 

sceptical and prefers dealing with insurers whom they can trust and understand their 

needs.  Beyond brand name and credibility, the demeanour of the insurers’ sales 

representatives and call centre staff are also highly important.  This is well 

summarised by the results of 2007 Financial Freedom Senior Sentiment Survey which 

states that23:  

 

“Professionals can’t rely on their company’s brand name or a personal referral if they 

hope to establish trust with a senior. While important, these factors ranked less 

important than seniors’ perception of professionals’ good character or ethics. The 

findings underscore how crucial it is to demonstrate integrity from point of contact to 

products to servicing in order to gain their trust”. 

 

Insurers wanting to attract the older customers may need to invest more energy and 

resources into developing a strategy that gains the trust and captures the needs of 

the older audience. Some areas of reflections in this regard are: 

 

 Most sales and call centres staff are generally staffed with 20 to 30 year-olds. 

 Can they understand and relate to the needs of the older customers?  

 What training can be provided to staff to improve the experience of 

older customers? 

 Is there a need to employ mature workers in the distribution networks and 

call centres to better meet the needs of older customers? 

 

 What can be done to reduce misrepresentation or mis-selling of insurance 

products to the older customers? 

 How can the transparency be improved in terms of product disclosures to 

avoid misrepresentations?   

 What training can be provided to sales and call centre staff to provide 

clear and simple advice about insurance products? 

 

 What is the customer end-to-end experience? 

 Anecdotal evidence points to the fact that older customers put more 

weight on the customer end-to-end experience than younger customers. 

 What can be done to ensure consistency in customer experience in all 

aspects of their dealing with the insurer, from the point of sale to renewal, 

enquiry and making a claim? 

 

 What can be done to offer convenience to the older customers?  

 Anecdotal evidence suggests that older customers enjoy ease of 

transactions and convenience. 

 Are there ways to remove unnecessary steps or procedures in the insurer’s 

transactions with these customers? 

 Is there a good strategy around product bundling?  

 

 How is loyalty rewarded and how are they perceived by the older customers? 
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7. Conclusion  

In conclusion, we would like to highlight the following points discussed in this paper: 

 The population is ageing. 

 The ageing population is changing, in terms of their health and wealth; their 

needs and demands; their attitude towards work and leisure activities; and 

their workforce participation. 

 Age has been a factor in determining whether general insurance products 

can be offered and the prices at which these products are offered. While 

there is justification for age based underwriting and pricing, there is also scope 

for exploring other rating factors and mechanisms.  This is especially given the 

growing older population and the increasing diversity within the population. 

 Changes create opportunities.  There is no right strategy to be adopted to 

realise and tap into the opportunities that the ageing population presents. The 

strategy will largely depend on whether the general insurer is an Innovator, 

Expansionist, Fast Follower or Survivor.  

 

Through this paper, we hope that we have made an impact by providing relevant 

discussions regarding the ageing population and how it may impact the general 

insurance industry.  We believe there is a huge potential from this market and with 

the right strategies, a lot can be gained by the general insurance industry.   
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Appendix A: The Mega Trends 

 

The following five mega trends have been predicted to impact the general 

insurance industry globally over the next decade. 

 

 
 Social: Demographic and behavioural changes will result in changes in risk 

profiles, target markets and the level of competition for general insurers, with 

the balance of power shifting towards consumers. Demographic changes 

involve ageing population, urbanisation, and growth of middle class. Also, 

there is an increase in social media usage. 

 Technological: Advances in software and hardware transform big data into 

actionable insights.  

 Environmental: The increasing frequency and severity of catastrophic events 

will impact insurer profits but will also provide opportunities to insurers to 

contribute towards environmental sustainability solutions and resource 

management.  

 Economic: The rise and interconnectivity of the emerging markets will impact 

the insurance industry.  

 Political: Insurers will have to adapt to regulatory changes, global instability 

and the rise of state-directed capitalism.  

 

These trends do not necessarily act in isolation; rather they may interact with each 

other resulting in complex outcomes.   
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