




UK protection industry   
 

Protection products Health Insurance General Insurance 
Protection products 

• Private Medical 
Insurance 
 

• Healthcare Cash Plans 
 

• Dental Insurance  

• Payment Protection 
Insurance 
 

• Mortgage Payment 
Protection Insurance 
 
• Accident, Sickness & 
Unemployment Cover  

• Life cover 
 

• Critical Illness Cover 
 

• Income Protection  

Long term Short term 

Guaranteed? Reviewable? 



DǊƻǳǇΧ 

LƴŘƛǾƛŘǳŀƭΧ or 
(Single or joint life) 
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UK protection industry 
 
Market background 
 
Premiums are falling... 
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UK protection industry 
But, sales are flat... 

Source: Swiss Re 



New Business Contracts
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Life cover 
Life insurance will pay out a lump sum or fixed regular income, either when 
you die (if a whole-of-life policy) or if you die within a specified term (term 
insurance). Some whole-of-life policies also contain an investment element to 
them, but such investment-type policies cost a lot more than protection-only 
insurance. 

• most common protection product in the UK 

• cheapest protection product (for a reason) 

• c1m individual sales per year 

• 4 main types of life cover… 

http://www.moneyadviceservice.org.uk/


1. LTA (Level Term Assurance) 

 

Sum assured 

Term 

0 

£100,000 

25 years 

п Ƴŀƛƴ ǘȅǇŜǎ ƻŦ Ψ[ƛŦŜ ŎƻǾŜǊΩ 



Sum assured 

Term 

0 

£100,000 

25 years 

2. MPA (Mortgage Protection Assurance, similar to Decreasing Term Assurance) 
 

Types of Life cover 



Sum assured 

Term 

0 
25 years 

£10,000pa 
So, if someone dies in 

year 10 there are 15 

years lefté thus the pay 

out is 

15 x £10,000 

(£150,000) 

Types of Life cover 

3. FIB (Family Income Benefit) 

 X 
  (10) 



Types of Life cover 

4. WOL (whole of life) 

 

Sum assured 

0 

£100,000 

(no term) 

Two types: 
i. pure protection 
ii. investment linked 



• typically 30-40 conditions covered 
• available as LTA, MPA, FIB, WOL… 
• usually combined with life cover on ‘accelerated’ basis 
• c500k individual sales per year 
• definitions used vs no of conditions covered 
• TPD (Total & Permanent Disability) 
• early stage cancers & severity-based cover... 

Critical illness insurance 
Critical illness insurance is a long-term insurance policy designed to pay a 
lump sum or income on the diagnosis of certain life-threatening or 
debilitating (but not fatal) conditions such as a heart attack, stroke, certain 
types/stages of cancer, multiple sclerosis and loss of limbs.  The illnesses 
covered will be specified in the policy along with any exclusions and 
limitations – these differ between insurers. Critical illness policies usually only 
pay out once, so are not a replacement for income. You can use the payout to 
pay for medical treatment, pay off your mortgage or anything else.  

http://www.moneyadviceservice.org.uk/
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Severity 

level 

Condition PruProtect 

Payment 

ABI / Market 

ónormô 

A Blindness ï permanent 

and irreversible 

100% Covered 

C Significant visual 

impairment 

50% Not covered 

D Central blindness 25% Not covered 

E Tunnel vision, blindness 

in one eye or surgical 

removal of one eye 

15% Not covered 

F Surgical repair of 

detached retina 

10% Not covered 



 Early-stage prostate cancer 
 Bupa 
 Friends Life 
 Bright Grey 
 LV= 
 Scottish Provident 
 PruProtect 

 
 
 

 

Mastectomy due to carcinoma in situ of breast 
Ageas 
Bright Grey 
Bupa 
Friends Life 
L&G               
LV= 
PruProtect 
Scottish Provident 

Source: IFA Alan Lakey, Highclere 

 
Carcinoma of the cervix uteri requiring hysterectomy 
Bupa 
Carcinoma in situ of the oesophagus requiring surgery 
PruProtect 
Benign spinal tumour    
Bupa 



• Occupation classes (note state benefits, PPI) 
• Product options – deferred period, retirement age etc  
• Optional unemployment cover with some providers 
• ‘Budget’ IP 
• ‘Housepersons’ cover 
• c100,000 individual sales per year 
• IPTF 

Income protection 
Income protection insurance (also called permanent health insurance) can 
pay out a tax-free income after the statutory sick period ends.  It replaces 
part of your income (tax free) if you are unable to work for a long period of 
time because of illness or disability, and will continue to pay out until you can 
return to some kind of paid work or reach retirement, whichever is sooner.  
It has a waiting period before it will start to pay out.  

http://www.moneyadviceservice.org.uk/


Life cover Generally ok, usually done to save money 

   Be careful with trusts and any changes in health 

 

CIC  Very difficult to justify as older policies ‘tend’ to have 
  better definitions than newer ones 

   However, newer policies may be comprehensive / flexible 

   Maybe consider new style policies for top up cover 

    

IP   Be careful to compare benefits and always check the  
  occupation class 

       

   Always start the new policy before cancelling the old one 
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    What are the chances?  

1 in 12 (or 18 for females)  

1 in 5 (or 6 for females)  

80%  1 in 5  

1 in 76,275,360  

Death:  

Serious illness:  

Off work 3mth+:  

Euromillions:  



your home  

your car 

yourself abroad 

your pet 

your phone 

your loved ones after your death  

you/your loved ones in case of a serious illness 

your income in case of accident/sickness 

24  

    We then asked the same consumersé 

0% 10% 20% 30% 40% 60% 50% 

59% 

49% 

43% 

32% 

22% 

53% 

45% 

41% 

59% 

33% 

14% 

10% 

36% 

11% 

12% 

57% 

Source: Toluna, base size 500, Aug 11 

How concerned are you about financially protectingé 

 

 



} Critical Illness Cover 
¶Cancer 65% 

¶Heart attack 15% 

¶Stroke 7% 

¶Multiple sclerosis 6% 

¶TPD 3-4% (Total & Permanent Disability) 

 

} Income Protection 
¶Accidental 20% 

¶Musculoskeletal (back/neck) 20% 

¶Psychological (stress/depression) 20% 

¶Cancer 15% 

Source: summary of insurers and re-insurers 



}1,540,798 policies, up 2.2% 

 

}Legal & General  349,533 policies 

}Aviva    266,983 

}Lloyds    213,019 

}Royal London   126,368 

}AXA    93,980 



}534,561 policies, up 0.8% 

 

}Lloyds Banking Group  130,086 policies 

}Legal & General   74,609 

}Royal London    59,555 

}Aviva     43,246 

}AXA     41,992 



}110,743 plans, down 5.6% 

 

}HSBC    15,081 policies 

}Friends Life  13,988 

}Lloyds    10,197 

}LV=   9,934 

}Legal & General  9,683 



}371,467 policies, up 16.8% 

 

}AXA    154,768 policies 

}Lloyds    72,727 

}Aviva    37,030 

}LV=    28,970 

}Legal & General  24,563 
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New business sales 2000-2010 (000s of contracts) 

Whole of life 

Term non-mortgage 

Term mort related 

Income protection 

Standalone CI 

Critical illness rider 



Private medical insurance (PMI) 
Every UK resident is entitled to free healthcare from the NHS, but you may 
consider buying health insurance so that you can have a choice in the level of 
care you get.  
 
Basic private medical insurance may pick up the costs of most in-patient 
treatments (tests and surgery) and day-care surgery, and some extend to out-
patient treatments (such as specialists and consultants).  
 
Cover can be purchased on a full medical underwriting basis, which means 
you will be asked a number of questions about your health and, based on the 
information you provide, the insurer will decide the conditions of your cover. 
You can also apply for cover on a moratorium basis, which means you will not 
be asked any questions about your health, but if you have suffered from any 
health conditions in the last five years, these will automatically be excluded 
from cover initially.  

http://www.moneyadviceservice.org.uk/


Private medical insurance (PMI) 
 

Å  NHS, speed, privacy   

Å  Hospital lists 

Å  Cancer cover 

Å  Fixed / variable moratoriums 

Å  Pricing volatility / no claims discounts 

Å  Annually reviewable premiums 

Å  Annually reviewable T&Cs 

Å  Medical history and exclusions 

http://www.moneyadviceservice.org.uk/


Health cash plans 
A health cash plan provides limited cash sums towards everyday healthcare bills. 
Different policies cover one or a combination of healthcare such as dental care, 
optical care, physiotherapy, or stays in hospital. So for example a policy will pay 
out a maximum of £100 per year towards optical care bills you have incurred, and 
£10 for each night you need stay in hospital (up to a maximum of say 16 nights). 
Most providers offer a range of covers with different levels of payouts, and the 
smaller the payouts the cheaper the premiums.  

Dental insurance 
Dental insurance is a type of health cash plan that focuses on 
dental care. Most of these pay for treatments such as crowns, root 
canal work, bridges and dentures up to an agreed maximum each 
year. If your teeth are in good health you can also take out a 
capitation scheme: you pay a monthly fee in return for check-ups, 
regular treatment, X-rays and extractions.  

http://www.moneyadviceservice.org.uk/


}  Helps businesses to continue trading and allow the owners 
to maintain control while making sure dependents receive a 
fair value for their share of the business 

}  With the business protection gap estimated at around £1.1 
trillion, there is huge opportunity in this market to: 
Ɓkeep businesses trading 

Ɓ replace key individuals 

Ɓprotect corporate debt 

Ɓbuy out a shareholder/their estate, if they become critically ill or die 

}  Director, Limited company, Partnership, LLP, Sole Trader 

}  Often existing clients 

}  Principle is the same ‘What would happen if?’ but typically 
higher sums assured and higher premiums 



} 2 people upwards 

} Free cover limits 

} Lower cost per head 

}Recruitment and retention 

}Helps employers manage long term absence 

} Provides ongoing income for employees unable to work 

}Helps employer’s manage NI conts and retirement plans 

} Pre-existing condition (PEC) exclusions 

} IP outsells CI (opposite to individual market) 

 

 



Payment protection insurance 
Payment protection insurance can cover your monthly loan repayments if you 
no longer receive a salary due to accident, sickness or unemployment, for a 
fixed period of time.  Payment protection insurance (PPI) will pay out a sum of 
money to help cover your monthly repayments on mortgages, loans, 
credit/store cards or catalogue shopping payments if you make a claim. This 
could be because you have an accident or sickness, or become unemployed 
through no fault of your own, or if you die. 
PPI is not the only product designed to protect against loss of income, and may 
not always be the most appropriate. Although PPI can provide worthwhile 
cover against unexpected changes in your personal circumstances, you should 
bear in mind its limitations and exclusions, and possible alternative products 
(such as income protection). 

Å GI product  
Å ‘one price fits all’ 
Å reviewable premiums 
Å reviewable T&Cs 

Å standard exclusions 
Å annually renewable 
Å occupation class 
Å fine line between IP/ASU 

http://www.moneyadviceservice.org.uk/


}Quote – apply – underwriting – decision 

}Application forms 20-30 pages  

}GPRs, medicals, tests (cotinine) 

}Tele-underwriting & claims 

}Short props / simplified life 

}Ordinary rates 

}Loadings 

}Exclusions 

}Postponed / Declined 

}Managing expectations 

}Medical history, family history, 
occupation, hobbies etc... 

 



PROVIDER A PROVIDER B   PROVIDER C   

UP TO 30 ANB 750,000 PARA 1,000,000 PARA 600,000 PARA 

31-35 750,000 PARA 750,000 PARA 500,000 PARA 

36-40 600,000 PARA 750,000 PARA 500,000 PARA 

41-45 400,000 GPR 500,000 PARA 400,000 PARA 

46-50 300,000 GPR 400,000 PARA 350,000 GPR 

51-55 200,000 GPR 300,000 PARA 200,000 GPR 

56-60 150,000 GPR 200,000 PARA 150,000 GPR 

61-65 75,000 GPR 150,000 PARA 75,000 GPR 

66-70 30,000 GPR 100,000 PARA 50,000 GPR 

71-75 20,000 GPR 100,000 PARA 50,000 GPR 

75+ Refer Refer 50,000 PARA 50,000 GPR 

Underwriting limits ς life cover 



Underwriting limits ς CI 

INSURER A INSURER B INSURER C 

UP TO 30 ANB 480,000 PARA 400,000 PARA 400,000 PARA 

31-35 480,000 PARA 400,000 PARA 350,000 PARA 

36-40 480,000 PARA 400,000 PARA 350,000 PARA 

41-45 320,000 PARA 300,000 PARA 250,000 PARA 

46-50 160,000 PARA 200,000 PARA 250,000 GPR 

51-55 120,000 GPR 150,000 GPR 100,000 GPR 

56-60 80,000 GPR 100,000 GPR 75,000 GPR 

61-65 40,000 GPR 50,000 GPR 0 GPR 

66-70 24,000 GPR N/A N/A Refer   

Over 70     N/A N/A Refer   



} “Insurance” or “Assurance”? 
}ABI+ conditions 
} Single or joint life? 
} Trusts 
} Terminal illness benefit 
}Commission and claw-back 
}Renewable & convertible 
}Guaranteed & reviewable rates 
}Waiver of premium 
} Indexation 
}Added value benefits… Vitality, Red Arc, Best Doctors 
}Reinsurance… 

 



c60% 

c30% 

c10% 

? 

 

 
 

Underwriting risk 
 
 
 
Costs  
(underwriting, administration, staff, marketing, 
IT etc.) 
  

Commission 

Profit 



} Advised / non-advised / tied / multi-tied 

} Intermediary / Direct (phone, online, banks, 
supermarkets, comparison sites) 

} Networks (Sesame, Positive Solutions etc) 



Life cover Price, service, underwriting, added  value benefits,  
  simplified life 

 

CIC  Number of conditions covered, actual definitions used, TPD 
  definition, price, service, underwriting, added value  
  benefits 

 

IP   Occupation class, price, service, underwriting, added value 
  benefits – rehab, back to work etc. 

 

Others  Tele-underwriting, literature, brand, online system, awards, 
  Defaqto rating, broker consultant, history, commission... 

 

But... If you win business on price alone you’ll probably  
lose it on price as well 

 



1. Think about covering the debts 

2. Think about covering the dependents 

¶Partner, children, ages, cover children until 21? 

¶Income or lump sum? 

3. Consider any existing cover 

4. Consider the budget 

5. Plan accordingly 



COST OF RAISING A CHILD CLIMBS TO £210,000 
 

- UP 50% SINCE 2003 
 

 

} Cost of a child up 4.5% over the last year, ahead of official inflation rate of 
4%  

} Over three-quarters (78%) of parents are making cutbacks due to financial 
pressures  

} A third (30%) of parents feel they will have to make cut-backs as a direct 
result of losing future Child Benefit payments  

} Rising university tuition fees in 2012 will add further pressure 

 



Expenditure Total cost in 2010 Total cost in 2009 Total cost in 2003  

(1st year of the report) 

Childcare & Babysitting £67,430 £65,699 £39,613 

Education £55,660 £52,881 £32,593 

Food £18,518 £17,490 £14,918 

Clothing £15,683 £14,035 £11,360 

Holidays £14,052 £13,207 £11,458 

Hobbies & Toys £10,565 £10,780 £8,861 

Leisure and Recreation £8,147 £7,772 £6,366 

Pocket Money £4,543 £4,338 £3,386 

Furniture £2,798 £2,770 £2,074 

Personal care £1,164 £1,107 £925 

Other (includes driving lessons, first 

car, birthday and Christmas presents) 

£12,287 £11,731 £8,845 

TOTAL £210,848 £201,809 £140,398 



Why do women live longer? 

 

} 1. Hormones, X & Y 
chromosomes 

 

} 2.  No prostate, treatments for 
breast cancer etc has improved 
over the years  

}  
3. Accidents & Lifestyle 
(drinking/smoking/stress)  
 



}New Products 

}Gender & other EU directives 

}New TPD = Old TPD? (Total & Permanent Disability) 

}Mergers and closures 

} Solvency II  & ‘I minus E’ tax regime changes 

}RDR – Fees vs. Commission? 

}ABI SOBP for CIC/TPD (statement of best practice) 

} TPD2 (total premium disclosure) 

} PPI under fire (still!) 
Are rates likely 
to start rising in 

2012/13? 



764 responses were received – one of the most significant adviser surveys 
on protection. The results of the survey including the following findings: 

 

} Just 11% of advisers said they expect to write LESS protection 
business post RDR 

} 58% said a larger number of advisers will specialise in 
protection post RDR 

} 57% of advisers said the RDR will have no direct impact on 
their earnings 

} 38% said there would be a greater focus on group risk and 
employee benefits post RDR 

} 41% said more IFA firms would begin to employ protection 
specialists post RDR 

 



} Clients donõt appreciate risk 

} Products are too complex 

} Underwriting takes too long 

} Inadequate remuneration 

} Claims management 

} Cost vs. Value 

} Iõll move back home 

} The State will provide  

} Have employer benefits  

} Parents will look after kids 

} Too expensive 

} Insurers wonõt pay out 

} Have enough savings 

} Media coverage 

 
 



} Over 2.6 million currently receive incapacity benefits 
 

} Welfare Reform Act provisions aim to reduce this number by 1 
million over the course of a decade 
 

} Focus is on capability rather than disability 
 

} From 27 October 2008, Employment and  
     Support Allowance (ESA) replaced  
     Incapacity Benefit and Income Support for  
     new disability ôclaimantsõ 

 
} Existing claimants transferred to ESA from  
     2009 to 2012 

 



Cover magazine 



} 2.63m People currently living on state benefits because they are unable to work, 
according to the DWP  

} 75% The drop in income that AXA says an average person would face if they had to 
live off benefits. Average net earnings are £19,468.97 but a single person's 
Employment and Support Allowance is only £4,947.80 per year  

} 20% Percentage of people likely to be off work for longer than six months before 
they are 65  

} 24m The number of people without income protection insurance, according to 
Friends Provident  

} 17 days The length of time most people could support themselves if they could 
not earn a wage  

} 33% of people think they could live on less than 35 per cent of their current take-
home pay  

} £14.5k The average amount such people would be underinsured by, says Friends 
Provident  

 

The Independent, March 27th 2010 



Legal and General paid 93% of income 

protection (IP) claims in 2010, new figures 

show. - 08 Apr 2011 

ñCritical illness providers pay out record claims 

as non-disclosure plummetsò 

Exeter Family Friendly pays 95% of IP claims 



Mortgage payment or rent  Entertainment / DVDôs Video Games / Concerts / 
Shows  

Utility Bills paid ï Gas, Electricity, Water, 
Fuel, Rates, Council Tax  

Clothing ï everyday, school ï shoes, P.E. kit, 
trainers, football shirts, School Trips  

Car costs ï road fund, petrol,  Dinner money  

Food / Special Diet  Medical Treatment / Medicines  

Household / appliances -  repairs  Hobbies -  Golf / Football / Dancing / Pub  

Insurances -House / Life / Medical  Eating out -  Restaurant /  

Debts  Broadband / Sky / Cable / TV Licence   

Pension / Savings / Holidays / Birthdays / 
Christmas / celebrations / School fees / 
University etc.  

Subscriptions / Cubs / Guides / Clubs/ After 
school / Magazines etc.  

Associations / Charities  



 

Is it enough to just pay 
off the mortgage?  
 
²Ƙŀǘ ƛŦ ȅƻǳ ŎŀƴΩǘ ǘƘŜƴ 
afford to live in the 
house? 
 



• Less than 10% of clients have an personal IP policy1 

 

• Only 8% of employed adults have access to group IP 
 

• Nearly 1/3 of adults would face financial disaster within 2 
months if they lost their jobs2 

 

• 21% of UK adults are estimated to have no savings at all3 

 

• Around 100,000 individual IP policies sold a year 
 

 

 

 

1. Mintel Financial Intelligence Report Jan 2009     

2. Credit Action May 2009  

3. Credit Action August 2009   

  

  



óLife expectancy rising at 3-4 

months a yearô 

 
Over the four year period from 2003/05 to 2007/09, life expectancy for 

males at birth increased from 76.5 years to 77.9 yearsðan increase of four 

months every year, according to a new ONS report.  

 

For females, the increase was 1.1 years, from 80.9 year to 82.0 years (an 

increase of three months a year), so males are slowly closing the mortality 

gap to females. 

 

http://www.statistics.gov.uk/default.asp




} Think about what you would want to hear... 

ƁMy favourite? ‘Would you like the cheapest protection or the best 
ǾŀƭǳŜ ŦƻǊ ƳƻƴŜȅΚΩ 

} What happens if...? 

} Draw pictures! 

} Ask what benefits they get / ask to see their employee handbook 

} Recent illnesses in the media / famous people and/or soaps & TV  

} Newspapers - Personal finance sections  

} Sales aids and new products... Would you like to know about X? 

} Ask what they think they get from the state 

} Avoid the biggest mistake...  

 



‘Understand how much time and effort can be wasted 
with providers who needlessly request GP reports.’ 

‘Nearly 80% of business will go straight through our on line system 
and be ready to on risk straight away.’ 

‘With the Government continuing to challenge the benefits bill, it 
is becoming increasingly harder for people to qualify for long 
term sickness benefit (ESA).  That latest stats from DWP reported 
that only 7% of ESA claimants have been successful.  Conversely 
our performance for both CI and IP shows we pay 93% of claims.’ 



‘Affordable IP with optional Day One Accident Cover, no loadings 
for occupation, gender, smoking or hazardous pursuits and a choice 
of Own or Own/Own Suited incapacity definitions – Cirencester 
friendly, the income protection people.’ 

‘Seek first to understand to then be understood - Good advisers will  
understand the buying process that clients go through when faced with 
making an intangible and more than likely an initially reluctant 
purchase.  Once they have this approach understood and articulated in 
their own style they will see protection sales rise.’ 

‘7/10 people we asked said they'd rather have practical 
and emotional support before a cheque if they were 
diagnosed with a critical illness.’ 



‘For Business protection and large cases. Our sales force 
and underwriters have the experience to get your business 
on risk with the minimum fuss at the best price.’ 

‘With more conditions covered than a 
traditional critical illness plan, your clients 
are up to 76% more likely to get a payout 
with our Serious Illness Cover. ‘ 

‘Exeter Family Friendly are one of a few insurers that only offer 
“Own Occupation”, regardless of what your clients do, making 
theirs and your lives easier when they come to claim, the true 
test of any insurance policy.’ 



‘Never sacrifice value for price. Always look at the quality of the 
product, the support propositions and the ease of doing business  
for your clients. As an example, look at the Best Doctors option 
available to your clients and their immediate family throughout 
the lifetime of the policy.’ 
  

BFS Protect provides simple yet innovative income protection 
cover which is available exclusively via Financial Advisers. Our 
efficient application process, common sense approach to 
underwriting and strong claims payment track record is popular 
with intermediaries keen to write more income protection 
business. 



‘Please stress the importance of disclosure – a rejected or 
commuted claim as a result of non disclosure is massively 
disappointing failure for everyone - client, adviser, insurer and 
reinsurer alike.’ 

‘Protection insurance is unique in that it gives people 
financial security whether they are alive or dead.’ 

‘For life cover alone, Swiss Re's research shows that half the adult 
population has a protection gap. On average, this amounts to 
£100,000 each. The 25-40 age group with dependants appears to 
have the biggest gap of all.‘ 



1.  Income protection (specifically 
own occupation) 

2.  Critical illness cover (including 
life cover and cover for early stage 
cancers) 

3.  Life cover (term and whole of 
life, depending on the 
circumstances) 

4.  Private medical insurance etc. 

5.  All others (including other 
versions of the above) 



}Government / Economy / Cuts 

} Transfer of risk – look after yourself 

}Back to basics... save before you spend 

} Employment changes 

}Reducing state benefits  

} The public understands this like never before 

}And... The cost of protection could start rising 

 


