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What goes up, must come down 



Or so we hope … 
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• Did the pricing actuaries get their assumptions right?  

 

• Did the product managers draft a sufficiently tight definition? 

 

• Did the underwriters assess risks in accordance with the pricing assumptions? 

 

• Have changes in diagnostic techniques outpaced our existing wordings? 

 

• Is the claim data sufficiently reliable to draw conclusions about experience?  

Have we “tweaked” too much? 



Trauma 



What do customers want from insurance? 

Source: CommInsure Life 

Insurance Survey, 2011 
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      100 IFA’s surveyed across New Zealand and Australia 

What do advisers want? 

product 

themes little real differentiation is seen 
“products are pretty similar, with some differences in business IP” 

“products are now shaped by ratings” 

“there are no truly innovative products” 

“the only real differences in products are in IP” 

“products don’t turn me on anymore” 

“there’s a limit to product differentiation b/c they are so easy to copy” 

“differentiation is mostly fluff” 

“I ignore most  so-called innovation” 

 Price is very important, but is often mitigated by other attributes 

 Claims management is mostly undifferentiated 

 BDM’s are most relevant to case underwriting 

 Underwriting experience variance is what IFA’s feel the most 

Source: RGA Voice of the Channel Research, 2012 



What really matters? 
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HOW THE “BIG 4” HAVE CHANGED  

Greater incidence of claims and less severity required 



How the Heart Attack definition has changed 

• The 1996 definition required both changes in blood biomarkers and ECG 
changes.  

• The ECG changes had to be present for at least 3 days 

• The cardiac enzyme levels had to be at least double the upper limit of normal.  

• Although removed by 1996 definition, the earliest definitions also stipulated a 

history of typical chest pain 

 



How the CABG definition has changed 

• No longer a requirement for open 

heart surgery 

• The reference to ‘major’ coronary 

arteries has been removed 

• No longer requires a minimum of 

two vessels to be treated 



How the Cancer definition has changed 

• Malignant Melanoma no longer has to meet both tests (‘or not ‘and’) 

• Ulceration is now a trigger for Malignant Melanoma 

• Minimum Breslow thickness reduced from 1.5mm to 1.0mm 

• Chronic Lymphocytic Leukaemia Rai Stage I and II no longer excluded 

• T1a and T1b prostate cancer is now covered if the Gleason score exceeds 5 

or major interventionist therapy is given 

• Carcinoma in-situ of breast pays full benefit,  

• Other forms of CIS now trigger a partial payment 

• Specific exclusion for HIV related cancers has been removed 

 



How the Stroke definition has changed 

• Removed the requirement for 

symptoms to persist for more than 

24 hours 

• Removed the requirement for 

neurological deficit 

• Removed the requirement for 

permanent impairment 

• Now refer to neurological damage 



ASYMMETRY OF INFORMATION  

Do past assumptions remain valid? 



 

High Risk 

https://www.decodeme.com/
http://www.thegeneticgenealogist.com/wp-content/uploads/2012/02/23andMe.jpg


Tyndall v Chisholm (SASC 1999) 

• Successfully proved fraudulent non-disclosure after Trauma claim was paid 

• Insured purchased a bowel screening test from a local pharmacy 

• Submitted three samples using a false name and date of birth 

• Instructed them not to send the results to his GP.  

• No GP notes and no Medicare records 

• 4 years after claim paid, insurer received “certain information” 

 

 



MOVING AWAY FROM THE INTENT 

Promoting fear of the unlikely 



But what if it happened to you? 

• Creutzfeldt-Jakob Disease affects 1 

in 1,000,000 people annually 

• Major Organ Transplant rate in NSW 

in 2012 was 12.4 in 1,000,000 

• 136 new quadriplegic patients in 

2008 

• Occupationally Acquired HIV ~ 

how many cases???? 



Same benefit but different survival rates 



Same benefit but different survival rates 



Figure adapted from Horwitz H. J Insur Med. 2009;41(1):54-61 

299 Claims 

Cause of CI claim: 

• 64% cancer 

• 15% myocardial infarction 

• 9% stroke 

Prognosis after Critical Illness Claim  

After 5 years:  

• 20% dead 

• 12% disabled 



Standardised Definitions 

• South Africa - Standard Critical Illness 
Definitions Project (SCIDEP)  

• United Kingdom – Association of British 
Insurers (ABI) 

• Singapore – Life Insurance Association of 
Singapore (LIAS) 

 

 

• A more level playing field 

• Allows objective comparison 

• More consistent claims assessment 

 

• Competition to go beyond (ABI+) 

• Research Ratings still matter 

• Doesn’t remove medical jargon  



Severity Based Trauma 

• Found in South Africa, United Kingdom and Australia 

• More aligned to traditional risk products - triggered by effect not cause 

• Benefit amount is better aligned to prognosis and impact  

• More aligned to customer needs - reduces the lottery effect 

• Could help increase the affordability of Trauma insurance 



Something to ponder 

“Actuaries, as both the technical experts and the holders of the bulk of the 

intellectual capital, are best positioned to influence the conduct of the industry 

and narrow the gap between customer expectations and benefits offered” 

“The short-term interest of each company is, therefore, diametrically opposed to 

ensuring the long-term survival of a relatively regulation-free life assurance 

industry and a respected actuarial profession”  

Mike McDougall,  

Jaguars and Jalopies presentation  

2001 ASSA convention  



In Summary 

• Becoming expensive and too complex  

• Not adequately meeting the needs of customers,  

• Hasn’t kept up with medical advances 

• Should anticipate volatile premium fluctuations 

• Need to rethink our approach 

• Opportunities for actuaries to exert influence 

 


