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Complex products

Simple products

Application form

Length In the region of about 20-40 pages In the region of about 5-10 pages
Medical - Awide range of medical questions - Ashort list of the most severe medical
questions exploring all aspects of personal and conditions.

family medical history.
- Many open-ended questions

- Typically yes/no answers.
- A list of pre-existing conditions is required

Medical underwriting

Depending on the responses to medical
guestions and the sum assured, but all
applications typically require at least a blood
test for HIV and possibly nicotine.

No medical testing required

Product features

Short or no waiting periods

Usually cover is phased in.
The full sum assured is typically only available
after 2-5 years

Time to Issue

- Depends on how quickly forms can be
completed, medical tests done and policy
issued.

- An average turnover rate of about 2
weeks seem reasonable

- Shorter forms and no medical tests speed
up the issuing process.

- An average turnover rate of about 48
hours seem reasonable

Advice process

Typically sold through high-advice channels:
independent financial advisors and tied agents.
Full financial needs analysis conducted

Sold through a mixture of independent and tied
financial advisors as well as direct channels
Full financial needs analysis conducted
through intermediaries.

Commission

Regulated by Long Term Insurance Act

Regulated by Long Term Insurance Act

Life cover typically starts from around R50,000
sum assured, therefore this is not assistance
business and identical commission rate to
complex products
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Moaonthly Premium - Emerging Market Simple Life Product

I Monthly Premium - Fully Underwritten Product
Average
Sum Assured

Age next 50,000 100,000 150,000 200,000 250,000
28] R2477 R3677T R4595 R&4355 RB4.36
31 R2543 R3%943 R4566 R59.27 R EB9.E8
3ol R2773 R467% RAET.7T1 RT7T1.55 R G540
411 R 3229 RE329 RT293 R332 R11065
4] R 4006 R 3007 R100.23 R1253.25 R 14562
51 R 5067 RA10817 R 13545 RAT279 R 20745
s8] R EBG6.35 R 14585 R183.75 R234.54 R 237.10
gl] R 9424 R 211.32 R264.92 R341.11 R 397.78

Average
Sum Assured

Agenexty 50,000] 100,000| 150,000 200,000 250,000
28] R12056 R 19389 R 25667 R 331.67 R 39667
31 R12589 R 20556 R 283.33 R 37667 R 45500
3o R 13500 R 23000 R 30500 R 393.33 R 49000
41] R141.67 R 24167 K 32000 R 42833 H 51500
4] R 15500 R 26556 K 361.67 R 48167 K 59167
51 R166.67 R 23222 R 39000 R 51667 R G33.33
58| R 20667 R 36667 R L0667 R G56.67 R G11.67
gl] R 18000 R 33750 R 50250 RG70.00 R &37.50

Percentage More Expensive
Sum Assured

Age next 50,000 100,000 150,000 200,000 250,000
26 387% 441% 459% 505% 516%
31 406% 421% 493% 536% 551%
36 386% 392% 429% 457% 474%
41 339% 315% 338% 367 % 365%
46 287% 232% 261% 276% 304%
51 229% 161% 182% 199% 205%
56 211% 151% 176% 180% 183%
61 91% 60% 0% 96% 111%

Assumptions: Male, non-smoker, factory worker (100% manual work), no ancillary benefits, no cover

for dependants, 0% commission discount
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Laying out the problem @ SOCIETY

Why are South African emerging-market
consumers purchasing simple life insurance
products when the value proposition seems
clearly more attractive for the complex-product

counterpart?
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Hypothesis 1 @SOCIETY

OF SOUTH AFRICA

Customers in this segment are unhealthy and would therefore not pass the
underwriting requirements of a complex life product without significant

loadings or exclusions being applied.

You consider yourself to be healthy

M Totally Disagree

M Neutral

M Agree

M Totally Agree
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Hypothesis 2 @SOCIETY

OF SOUTH AFRICA

Customers don’t want to undergo medical examinations for the fear of

knowing their HIV status.

You are afraid to know your HIV status

M Totally Disagree
¥ Neutral

u Agree

M Totally Agree
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Hypothesis 3 @ SOCILTY

OF SOUTH AFRICA

Customers are buying emerging-market life cover as a replacement for

funeral insurance and therefore expecting a similar sales process.

Reasons for purchasing life insurance

M To provide for your family in case of
your death

M To provide for your children’s education

M To cover funeral costs if you die

M To provide for your family in case you
become disabled

M To save money

i Required for a bank loan
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OF SOUTH AFRICA

Customers are unaware that fully underwritten products exist.

Have you heard of life insurance policies that need
the following before you can take up the product?

You have to indicate if you smoke or Wﬁ/ﬂ
not -

Require you to take cholesterol tests - Jo
Require you to take blood tests to get |
your HIV status -

AsK lots of medical questions - Jo

0% 20% 40% 60% 80% 100%

MYes MNo M Unsure
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OF SOUTH AFRICA

Policyholders don’t understand what they are buying.

Policyholder understanding of contract terms and
conditions

100%
80%
60%
40%
20%

0%

You read the policy wording (detail) You clearly understood the policy
on your life insurance policy wording (detail) on your life
insurance

M Totally Disagree M Neutral Agree M Totally Agree
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Hypothesis 6 @ SOCILTY

OF SOUTH AFRICA

Customers in this market find it difficult to assess the value of insurance
contracts and therefore cannot compare across different company value

propositions.

You are paying too much per month for your life
insurance policy

60% 52%
50% -
40% -
30% -

20% - 10% 13%
10% -

o . _—

Totally Disagree Neutral Agree Totally Agree
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Hypothesis 7 @ SOCIETY

OF SOUTH AFRICA

Financial advisors or other sales channels have pushed this product range

onto customers.

How much do you trust your financial advisor to
ensure that you bought the right life insurance

productfor you?
50{)}6 4?0!{[)
400/0 330},-'{)
30%
Q
20% o 1%
10% °
o, | M | |
No trust at all Neutral Trusted Completely

Trusted
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Hypothesis 8 @ SOCIETY

Customers prefer convenience and are not prepared to go through the

underwriting process to gualify for a cheaper premium

How likely are you to do the following to save money on your
monthly fee that you pay for your life insurance product?

1 I I I I I I |

Have your policy start 2 weeks aftersigning up

Fillin a longer application form

Share your HIY status with the insurance company

Indicate if you smoke or not

Have a cholesterol test

Have blood tests to determine your HIY stat

Answer lots of medical questions (about 30} -

0% 10% 20% 30% 40% 50% B0% 70% B0% 90%  100%

B Extremely likely  ®Likely ®Don'tKnow ®MNeutral ®Extremely unlikely
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Hypothesis 8 @ SOCILTY

OF SOUTH AFRICA

Product A Product B

Sum Assured R100, 000 R100, 000
Description » Four medical questions » Thirty medical questions
» Three page application form » Requires blood tests
» On average 48 hours until policy » Insurer knows your HIV status, any
begins. current or past illnesses, if you
smoke, and your family medical
history
» A 15 page application form
» On average 2 weeks until policy
begins
Price Elasticity - Crossover Analysis
100%
0%
80%
0%
60%
50%
40%
30%
20%
10%
0%
| A“R240 1B R240 | A‘R24D B R200 A-R240 - B R150 A-R240 - B: R100 A-R240 - B R50
T WA WE
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Customers fear needles and therefore avoid the process of full medical

underwriting

You are afraid of needles

M Totally Disagree
M Neutral

i Agree

M Totally Agree
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Customers do not trust insurers with their HIV status and other mdeical

information

You trust your insurance
company with your
medical information

You feel that insurance

companies should have

access to the HIV status
of their customers -

10% 7o
M Totally Disagree ® Neutral M Totally Disagree ® Neutral
M Agree M Totally Agree M Agree M Totally Agree
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Conclusion @ SOCIETY

OF SOUTH AFRICA

Customers have a basic but clear understanding..

But they find it difficult to quantify the value of these benefits...
Therefore they don’t believe they are over-paying & trust advice...
This is further reinforced since customers do not compare offerings...
This results in very low levels of price elasticity...

Advisors may not be presenting a full spectrum of product solutions...
There seems to be a ready market for fully underwritten products...

Don’t overlook unique behaviours and attitudes.
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