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Executive summary
Protection insurance remains a valuable way for 
consumers to protect themselves and their families 
against the worst. But what does the future hold for the 
UK protection market? In this report we analyse the 
findings from our own research into customer needs 
and the products they value most, looking at how 
factors like age, gender and geography play a part. We 
also examine key market trends, changes in the way 
consumers access financial products, the role 
technology can play in growing the market and 
opportunities to develop protection propositions.

Our research highlights that while there are differences 
based on where we live and when we were born, 
consumers continue to see the value in protection 
insurance. However, needs are changing, with 
Millennials more likely to rent than buy a house, work 
becoming more flexible in nature, and an ageing 
society creating a growing need for care. The industry 
needs to respond to this shift by using technology to 
make existing products more accessible and relevant 
to different customer types. New products will also be 
required to stay relevant. It highlights a significant 
opportunity for existing players to do more, and space 
for new entrants to come in too. Already there is some 
promising signs from new and existing players alike. 
Hopefully there is a lot more to come.
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Current Protection landscape
To create a picture of the current relationship between 
protection and the consumer in the United Kingdom, 
and help inform how the market should develop, 
Hymans Robertson has conducted a survey of over 
3,500 people1. This has highlighted various findings that 
characterise the market today:

Two thirds of the working population say they have 
no protection 

The protection gap in the UK, the difference between the 
amount of insurance coverage that is economically 
beneficial and what is actually purchased, is estimated by 
Swiss Re to be approximately £2.4 trillion. So it was no 
surprise to see in our own research that only a third of the 
population say they have any protection in place, rising only 
slightly for those that are employed. However, our own 
estimates, based on published Association of British 
Insurers (ABI) statistics, suggest that in fact about two-thirds 
of the population are covered by either an individual policy 
or an employer’s group protection plan.  This suggests that 
approximately half of the people covered by protection 
policies have either forgotten about an individual policy 
they purchased, are unclear on what their policy covers, or 
are simply not aware of the benefits their employers offer. 
This points to the need for much more engagement with 
customers by reminding them of what cover they have, 
either as individual policyholders or as members of group 
schemes.

Critical Illness and Income Protection lag behind life 
insurance 

It’s no surprise that life insurance is the most commonly 
held long-term protection product, followed by critical 
illness (CI) and income protection (IP). This reflects not only 
the higher cost of CI and IP, but also many business models 
prioritising life insurance over CI and IP, or neglecting 
valuable products like IP entirely. 

It is interesting to see that 13% of people hold private 
medical insurance (PMI) compared with 12% holding CI and 
9% with IP. It suggests people place more emphasis on 
private treatment and ensuring a more comfortable and 
speedy recovery, instead of protecting their income 
should they be unable to work. This is despite the cost of IP 
typically being significantly cheaper than PMI. It may be 
that many consumers struggle to appreciate the risk of 
being off work for a long period of time, whereas many will 
have seen first-hand the difficulties of being treated by an 
overly stretched NHS, and therefore the benefits of private 
health cover. Limited overlap in distribution channels for 
PMI and long-term protection products may also explain 
some of this difference.
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[1] Survey conducted by Hymans Robertson 2017
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Flexible workers are underserved

Our research looked at the protection products held, and 
how this varied by working status. Unsurprisingly, we found 
full time workers are more likely to hold either Life, CI or IP, 
as they will often have a higher disposable income to 
spend on protection products. Part time workers may also 
be the secondary earner in the household, providing a 
supplementary income that helps to pay for non-essential 
luxuries, and therefore not regarded as important.

We found that part-time workers were proportionally 
much less likely to hold CI or IP products though. For 
example, a full time worker is 1.5 times more likely to have 
life insurance than a part time worker who works between 
8 and 29 hours per week. They were also nearly 4 times 
more likely to have a CI policy and 6 times more likely to 
have IP. The reason for this divide between full time and 
part time workers may arise because full time workers are 
more likely to perform jobs that offer IP as part of their 
employment benefit package. Another reason for the 
difference is the relative high cost of CI and IP, which 
proves a much bigger stretch for part time workers who 
typically have less disposable income. 

Long-term protection holdings by working status
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This pattern could be explained by higher levels of income 
inequality, with a concentration of highly paid jobs making 
more expensive products like CI and IP more affordable, 
while there are a very large number of low skilled and 
poorly paid jobs where simple life insurance is 
unaffordable. 

Northern Ireland was the only region where the Protection 
Holdings Index for all three products was higher than the 
Economic Activity Index. This could be due to a number of 
factors: a relatively large number of well paid jobs affording 
better individual protection levels; higher activity levels by 
financial advisers and providers in the region, or poorer 
employee benefits/local services relative to other regions 
in the UK, creating a bigger demand for individual 
protection. Similarly, high holdings of life insurance relative 
to economic activity were also seen in Scotland and 
Wales.

Overall the regional results highlight how the protection 
market largely follows regional differences in economic 
activity for life insurance, but CI and IP are much more 
heavily skewed towards London and the South East. 

Significant regional biases
Our research has highlighted regional differences in 
holdings of protection, which is not surprising given regional 
differences in economic activity. London leads the way 
with 48% of respondents saying they have some form of 
life cover in place. On the other hand in the East Midlands, 
just 22% of people said they had life insurance, highlighting 
large variations from the national average of 31%. But are 
these variations to be expected based on what we know 
about regional economic activity? To analyse this, we have 
created two indices to measure both protection holdings 
and economic activity in each region. The Protection 
Holdings Index is based on our own customer research, 
while the Economic Activity Index uses the regional Gross 
Value Added (GVA) per capital, produced by the ONS, as a 
proxy. In both cases, the indices have been based so that 
the UK average holding for protection and the UK average 
economic activity per capita is 100. If the regional variations 
in protection holdings are perfectly correlated with the 
regional economic activity then each of the indices would 
be the same for a given region.

The figure on the following page shows that for life 
insurance, London’s holding is actually slightly below what 
would be expected given its economic activity. However 
when it comes to CI and IP it significantly punches above 
its weight. 
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Recent developments in the 
industry 
In this section we look at some of the key features of the 
protection market.

A growing market

The UK protection market has shown some positive signs 
over the past year. Our analysis of advised market data, 
collected by Equifax Touchstone, suggests that the value of 
protection sales through intermediaries in the year to the 
end of June 2017 was approximately £558m (on an 
Annualised Premium Equivalent basis), almost an 18% rise 
on the year before. Much of this seems to be driven by 
increases in level term and decreasing term with critical 
illness.

This growth could be down to a number of factors. Focus 
by providers in certain parts of the market may have led to 
keener pricing. Other factors could be record employment 
levels driving demand for protection, or simply the effect 
of G-day (the introduction of gender neutral pricing in 2012) 
driving higher than average number of policies being 
re-brokered. 

However, providers are continuing to 
develop their own direct propositions, 
which are thought to account for about 
10% of the market.

Distribution 

The majority of protection sales continue to be sold 
through intermediaries and they have played a key role in 
driving growth in the market. However, providers are 
continuing to develop their own direct propositions, which 
are thought to account for about 10% of the market. 

Direct propositions are typically simple, online, non-
advised offerings, for example Life and CI. Some providers 
are also offering advised only offerings that utilise 
telephone based or face-to-face advisers. What seems to 
be key to successfully growing in the market, whether 
direct or intermediated, is optimising lead generation and 
conversion. 

When it comes to converting leads into customers in the 
direct space, some of the most successful operators are 
those who have adopted new technologies, such as 
robo-advice or webchat services to keep customers 
engaged, or those who have employed data analytics to 
better understand their customer base. For example, being 
able to categorise potential customers and connect them 
with a well suited adviser has led to much higher 
completion rates through a given customer journey. 

Another key ingredient in distribution is the advice process. 
While the nature and scope of the advice process is often 
well scrutinised, the order of questioning or discussion of 
recommendations is typically given less consideration. 
Those firms who have used technology to monitor or more 
effectively structure the advice process have seen 
improvements in overall advice quality and greater 
acceptance of recommendations by customers.
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Underwriting

Underwriting has long been a barrier to protection. Some 
consumers are put off by the idea of sharing sensitive 
information, or uncertain as to its impact or relevance. 
While consumers and advisers alike often find it a burden 
due to the need to provide large amounts of information 
(an exercise which traditionally has to be repeated a 
number of times if several products are being compared). 
The likes of UnderwriteMe are attempting to change the 
status quo, by requiring advisers and customers to only 
enter information once into a central underwriting engine. 
This will certainly help speed up the journey. 

Other providers are also looking at alternative ways to 
speed up the underwriting process by using a shorter 
question set. Ordinarily this might mean higher premiums 
to account for a less granular assessment of risk. However, 
by supplementing the shorter question set with machine 
learning, providers are able to mine previous experience to 
come to an appropriate underwriting decision without 
having to ask so many questions, and speed the process 
up. Others, such as Aviva, have found a correlation 
between experience on unrelated products e.g. driving 
ability measured through car insurance, and the purchase 
of life insurance. This has also allowed them to reduce the 
number of questions required during underwriting. 

We have also seen insurers utilise apps that allow 
consumers to upload a selfie and get a quote for life 
insurance in seconds. While these solutions are likely to 
create interest and engage customers in a conversation, 
there seems a way to go before such tools can be used to 
improve underwriting or pricing in a meaningful way.

Products

We have seen numerous different strategies from insurers 
over recent years as they attempt to develop their 
protection products. These strategies include:

Simple online products:
 A number of insurers now offer simplified cover, directly to 
consumers either through their website or via apps. This 
allows customers to purchase without needing an 
independent financial adviser, but it also means the 
product has to be sufficiently simple that it can be 
explained and understood without the guidance of a 
trained expert. This segment of the market appears to 
appeal particularly to those customers who are already 
familiar with a product, are confident in purchasing alone, 
and are focussed on price. This strategy seems to work for 
those firms who have a strong brand or where investment 
in marketing and branding features as a significant part of 
their overall strategy.

Focus on high-value products:
Other insurers are focused on improving margins, and see 
high-value products as a key part of their strategy. Products 
like CI, IP and whole of life all offer higher margins to 
insurers, but importantly, valuable supplementary cover to 
customers alongside term life insurance. Providers with 
strong intermediated distribution channels that can 
support more comprehensive products, and those with  a 
premium brand tend to be more successful with high-value 
product  strategies. 

Target customer segments: 
We have seen a rise in propositions targeted at lives that 
might ordinarily find it difficult to purchase protection 
insurance. Royal London, Vitality Life and The Exeter have 
all launched products that allow customers with type II 
diabetes to manage their premiums by regularly tracking 
important health metrics like their HbA1c levels via regular 
health checks or wearable devices. Customers that 
effectively manage their condition can then offset any 
loadings they might normally get on protection premiums, 
making the products more affordable and accessible to 
the growing number of diabetes sufferers in the UK.
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Claims

A key focus in the protection industry in recent years has 
been publishing claims statistics. There is no doubt this has 
helped create a focus amongst providers on paying claims, 
but also improved confidence that claims are being paid 
amongst customers and advisers. According to the ABI, in 
2016 97.3% of all protection claims were paid, amounting to 
about £4.7bn. However there are areas with room for 
improvement. Claim pay-out rates for CI, IP and total 
permanent disability (TPD) were 92.2%, 84.7% and 69.5% 
respectively. While we have seen general improvements in 
claims pay-out rates for CI and IP, it highlights questions 
over the value of TPD in the market. Expanding the range of 

Non-insurance benefits:
 Another route for insurers is not to focus on the insurance 
benefits but on additional, non-insurance benefits. For 
those that view protection insurance as a product that is 
needed but not wanted, adding such benefits can 
transform the proposition to a customer and adviser. 
Leading with a benefit or reward customers want and 

including the insurance they need, has proven itself to be a 
successful model for some. However there are challenges 
with this approach, including ensuring that customers are 
clear about what they have bought. A number of categories 
of non-insurance benefits have emerged: 

Freebies: 
Traditionally found in the guaranteed over 50s world of free pens; gifts are becoming more 
common in the direct market as insurers are offering shopping vouchers and other incentives to 
buy. These vouchers are typically issued after a number of premiums to try to address some of the 
issues around early lapses.  

Lifestyle or wellness linked rewards: 
Some insurers have created a whole wellness system, which incentivises customers to be healthier, 
harnessing new technology like wearables and health checks to assess activity. In return, customers 
are rewarded with lower premiums or access to lifestyle based rewards like discounted gym 
membership or a free cinema ticket. This approach can be effective in engaging customers, driving 
better retention levels, as well as driving improvements in health, which in turn can lead to lower 
claims levels long term. 

Supplementary benefits and services: 
Another category focuses on the non-financial impacts on a customer at the point of claim. Often 
customers who are suffering from a severe illness or bereavement will be faced with many hard decisions, 
and may need to make changes to their lifestyle. By offering supplementary services, like second medical 
opinion services, counselling support, or access to Virtual GP services, providers are able to make life a 
little easier for the customer.

claims statistics published could help increase confidence 
further and shine a light on areas where the industry could 
improve further. An obvious area is over the speed of 
processing claims, where there is a potential to improve the 
status quo.

The value of protection policies is brought to life for 
customers much more effectively through the use of case 
studies. While we have seen some positive  stories in the 
press, and industry initiatives like 7Families effectively 
highlighting the value of IP, there is more that can be done by 
players in the market to bring the value of protection to life.
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Looking ahead: The macro 
environment for protection
Looking to the future development of the protection 
market, it is important to consider the direction of travel for 
key macro factors such as economic conditions and 
medical developments.

An uncertain economic picture
Brexit clearly clouds the broader economic picture for the 
next few years and creates significant uncertainty over 
future employment levels, and therefore demand for 
protection. However, key economic indicators suggest 
some reasons to be positive about the protection market. 

In its latest inflation report, the Bank of England1 projects 
that growth in consumption is to remain subdued in the 
near term before picking up gradually. We have seen the 
Bank of England base interest rates increased to 0.5% in the 
third quarter of 2017 (for the first time in 10 years), which 
may begin to work its way through to mortgage rates, 
affecting overall affordability of new and existing 
mortgages. However, further rises in interest rates are not 
expected in the short term, and so the impact of rising 
interest rates should be relatively small. Inflation is also 
expected to peak at about 3.2% in late 2017, before tending 
back towards 2% over the next few years, while wage 
growth is projected to increase gradually over 2018. This 
means there could be a gradual easing on the household 
purse over 2018, leaving more money available for 
protection.

Despite a lack of new housing supply and a reduction of 
volumes at the top end of the market following changes to 
stamp duty, residential property transactions (a key-trigger 
for purchasing or reviewing protection), appeared to be 
recovering in October 2017, according to the latest figures 
from HMRC2. This resilience looks set to continue, with the 
Bank of England’s projections expecting the housing market 
to remain fairly subdued for the next few quarters, 
providing a fairly stable foundation for protection sales into 
2018. New initiatives in the 2017 budget, including removing 
stamp duty for 80% of first time buyers, will also help 
support the market in the near term. 

Without any significant growth to supply over the medium 
to long-term though, buying a house is likely to become 
increasingly unattainable for many first-time buyers, and 
renting will increasingly become the norm for younger 
generations. This means the industry will need to either 
focus more on other triggers for protection, such as 
changing jobs or having children, or demonstrate the value 
of protection to renters, if overall protection volumes are to 
grow longer term.

Medical and technological advances will reshape 
propositions
Dramatic changes in healthcare, including the extension of 
national screening programmes and more effective 
diagnosis techniques are leading to much earlier diagnosis 
of conditions like cancer, and consequently significant 
increases in overall incidence levels. A recent study by 
Swiss Re3 estimates that population cancer incidence rates 
between 2005 and 2015, for those aged between 20-59, 
have increased by approximately 14%. In fact, the average 
lifetime risk of being diagnosed with cancer has now 
increased to 1 in 2 according to Cancer Research UK4. 
Improvements in cancer survival rates also highlight the 
impact of cancer is becoming less severe in many cases, 
both in terms of financial and non-financial impacts. 

We have seen the Bank of England base 
interest rates increased to 0.5% in the 
third quarter of 2017 for the first time in 
10 years

[1] Inflation Report, Bank of England, November 2017 [2] UK Property Transaction Statistics, HMRC, 21 November 2017 

[3] Swiss Re, December 2017  

[4] Cancer research UK, November 2017
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These trends will increasingly impact the cost of traditional 
CI products, and may create more impetus for the 
development of alternative solutions. Severity based 
products, already more common place in the South African 
market, offer a solution to vary the pay-out according to 
the severity of the condition. Such features allow for a more 
sustainable product that also better matches the 
customers financial needs. 

Another approach is to move away from paying out on 
certain conditions or even treatments, and focus instead 
on the financial impact of an illness. We already have 
products like IP and Family Income Benefit that provide 
protection against the loss of income. More product 
innovation to protect against the financial and non-financial 
impact of illness seems like a good place to focus 
attention. These products are also likely to be simpler for 
the customer to understand and easier for insurers to cost. 
Striking this balance is key if we are to provide meaningful 
benefits to customers and future proof the industry. 

The role of the state
Another key driver for protection is the level of state 
benefits in the event of severe illness or incapacity. 
Unrealistic consumer expectations over what the state will 
provide in such circumstances continues to persist. 
However, the introduction of Universal Credit, with its 
lower benefit levels and the poorly orchestrated roll-out 
across the country, is highlighting the low safety net on 
offer from government benefits, and reinforces the need 
for self-insurance.

Protection providers need to operate in an ever-changing environment where there 
are many factors at play. While the economic outlook is uncertain, there are reasons 
to be positive, especially for those providers who can respond to a range of triggers 
for protection – not just buying a house.   Changes to state benefits will also impact 
the interaction with protection, but overall it creates a bigger gap for the industry to 
fill. Another key challenge for the industry is to keep up with medical advancements 
and what it means for protection products both now and in the future.

Our View

Karen Brolly
Head of Products 
karen.brolly@hymans.co.uk 
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Looking ahead: Changing 
customer needs & behaviours
Besides the macro environment, the future of the 
protection market will also depend on changes to our 
customer base, both in terms of demographic profile, but 
also demands, needs and behaviours of those customers. 
In this section we explore some of the trends in customer 
needs and behaviours.

The world of work
One economic trend that we expect to continue is the way 
that people work in the UK. With an increasing trend for 
flexible working, particularly as older workers look to 
transition into retirement or as organisations look to drive 
greater diversity through more flexible working patterns, 
we can expect to see an increase in part time working or 
the “gig economy”, with individuals in less regular forms of 
employment.

It is difficult to estimate the size of the gig economy 
however we can view the recent increase in self – 
employment as the following graph shows:

The classic model of customer engagement with financial 
products was fairly straight forward: start working and 
begin to set aside spare money into a savings product. Buy 
a house or have children, and take out protection until the 
end of your mortgage or until such a time your children are 
likely to be financially independent. However this linear 
picture of society is changing and so too must the 
protection market. 
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When we asked consumers which products they don’t hold, but would like to have, we found part-time workers place 
more value on CI and IP compared to full-time workers who also had no protection. This suggests that while part-time 
workers are less likely to hold CI and IP, they can more readily see the value in it, and that advisers could usefully talk more 
about these products with customers who work flexibly. To help assess the opportunity for different protection 
products within each work category we have created five opportunity categories, which assesses the relative 
opportunity. For example, the opportunity is very high if more than 20% or respondents would like to have a particular 
product, but didn’t currently hold one. 

Very high High Moderate Low Very low

>=20% 15%-
19%

10%-
14%

5%-
9% <5%

The table shows moderate opportunity across the full and part time (8-29 hrs p/w) segments, albeit slightly higher 
demand for CI and IP amongst the part time (8-29 hrs p/w) segments. We also observed very high demand for CI 
amongst the part time (0-8 hrs p/w) segment. 

Life CI IP

Full-time 12% 10% 10%
Part-time (8-29 hours p/w) 12% 12% 11%
Part-time (<8 hours p/w) 4% 20% 7%

Life CI IP

9% 8% 7%

14% 11% 8%

Protection opportunity: Full vs Part time workers

Protection opportunity categories

Protection opportunity: Males vs femalesWhy gender makes a difference
Another area in which we are seeing society change is in 
gender norms. We are seeing a shift in the balance of men 
and women taking on the share of parental responsibilities 
with the introduction of shared parental leave and more 
generally with women taking on a bigger role in the 
workforce. As such, this requires the industry to re-think 
how the market reaches female customers.

This is underlined by our research, which shows that of 
those who do not currently hold a particular protection 
product, women are more likely to purchase Life, CI and IP, 
compared to men. In fact women are 55% more likely to 
find life insurance appealing, and 38% more likely to find 
Critical Illness appealing.
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We are starting to see companies recognise the shift towards the sharing of parental 
responsibilities. This is coming in a number of forms that makes it easier for each parent to 
work flexibly, including on a part time basis, and increased maternity and paternity rights. 
The result of this is that the protection needs of the family are also changing. Without both 
the income and care responsibilities of parents, families are likely to struggle and as such, 
their protection arrangements should be made with this 21st century model in mind. In 
order to do this, the industry needs to think about the way in which we engage with our 
female customers, as the traditional focus of replacing the male’s income is no longer 
sufficient. 

Our View

Fyona Allan
Consulting Actuary 
fyona.allan@hymans.co.uk 

An ageing population
We are seeing some significant shifts in demographics, and 
with it, implications for the whole of society. The growing 
costs of an ageing society is being felt by younger 
generations who are not likely to see such generous state 
benefits as older generations, yet are also enjoying longer 
life expectancies. This creates more impetus to build their 
own retirement savings or work for longer. The short supply 
of housing is also creating an intergenerational divide in 
home ownership, which is compounded by growing 
student debt, and is delaying key life milestones like buying 
a first home or having children. The result is that we are 
seeing a change in priorities for today’s younger generations 
compared to when today’s pensioners were the same age. 
Today’s 20 somethings are less likely to be buying and are 
more likely to be renting for example, indeed some may 
never buy a house. They are still likely to have protection 
needs to protect loved ones and to help cover any debts 
though. The fact that customers traditionally first purchase 
protection when they buy their first home, means they 
there is potentially a whole generation of consumers that 
are not really being served by the protection market 
currently. 

When we looked at the products consumers didn’t 
currently hold, but were likely to purchase, we found 
differences between each generation. Baby Boomers, 
those born between 1946 and 1964 were more likely to buy 
health insurance, reflecting a growing need for healthcare. 
Whereas as Generation X, born between 1965 and 1979 
were most likely to buy Life, CI or IP, as this generation was 
more likely to have dependents and still have an 
outstanding mortgage. Not surprisingly Millennials, born 
between 1980 and 1994, who typically are yet to purchase 
a house or have a family were least likely to purchase 
protection. More interesting though was that Millennials 
placed more value on life insurance compared to PMI, 
whereas for older generations, PMI was more highly rated. 
This could be due to older generations having had more 
first-hand experience of using healthcare. Overall it is clear 
that a significant opportunity exists in the health insurance 
market for Baby Boomers and Generation X, while for long 
term protection, Generation X remain the most fertile 
ground for the time being. However, Millennials are likely to 
grow in importance as a market segment in the years 
ahead.

Born between 1946-1964 Born between 1965-1979 Born between 1980-1994
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The rise of the carer
Another effect of our ageing population is the expected 
increase in care needs. The number of carers is expected 
to increase from 6.5m today by 40% to 9m in 2037 
according to Carers UK. This will result in more family 
members assuming caring responsibilities, with some 
adults potentially having to look after both their children 
and their parents as they age. So where once people may 
have felt that once their children were adults the need for 
protection was diminished, this may no longer be the case. 

Furthermore, we are seeing an increase in the role of 
grandparents stepping in to help their children with 
childcare. Perhaps here too there is an increased need for 

protection products to cover this gap if grandparents were 
no longer able to fill this role. 

Planning ahead through savings and protection is going to 
be increasingly important to ensure financial security and 
general well-being. Products focusing on improving 
well-being and providing for specific care needs of family 
members, or that support their carers financially, are likely 
to help fill this gap.

Protection opportunity: battle of the generations

An important consideration in understanding the demand 
for protection are the other products and services 
competing for the customer’s attention and money. Not 
only are there other financial goals like buying a house to 
save toward, there are other areas of spending on 
entertainment and luxury items that customers get more 
satisfaction from short-term than they do not from long-
term protection products. Products that are able to 
compete more effectively for the customers’ pound by 
offering access to everyday goods and services are likely 
to increase the appeal of the products. 

According to research conducted by The Syndicate in 
2016, the most common reasons given for not buying 
protection include; the products being too expensive and 
a luxury good that people cannot afford. Customers also 
do not like the idea of paying money in the long-term when 
they may never see anything in return. This underlines the 
importance of offering more value to customers, even if 
they do not claim.

Another consideration is that with so many competing 
demands on money, some customers may also decide to 
just accumulate a ‘rainy day fund’ that they can use for a 
multitude of purposes. However, short-term saving levels 
are typically insufficient to meet the financial implications 

Life CI IP

9% 9% 5%

15%

Health

Baby Boomers

Generation X

Millenials

26%

19% 12% 12%

13%11% 8% 8%

Are there any of these products you don’t 
have that you’d like to have?

6.5m

Now

9m

2037

Number of carers expected to increase

Source: Hymans Robertson research 2017
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Generational differences in the use of technology 
Perhaps the area in which we are seeing the most dramatic 
change in society is in the use of technology. There is 
generally greater acceptance of the use of technology 
amongst Millennials, with 58% of Millennials agreeing that 
they would be comfortable buying financial products on a 
smart phone using an app or the internet, compared with 
36% for Generation X and 16% for Baby Boomers. 

Technology resonates with us all unmistakeably and continues to be a huge part of the 
way we act out our day-to-day lives. It is no mistake then that many industries are 
focussing their efforts on finding ways to apply technology in a bid to improve efficiency, 
drive engagement and develop new markets. The insurance industry is by no means an 
exception and 2017 has seen a wide range of interesting concepts come to market.

Our View

Howie Timothy
Life Consultant 
howie.timothy@hymans.co.uk 

Millennials are also most likely to rely on recommendations 
from family and friends (61%) when it comes to buying 
financial products, whereas those from Generation X and 
Baby Boomers are most likely to turn to a financial adviser.  
This highlights the growing trend amongst consumers to 
look for recommendations, and also underlines the growing 
power of social media which is allowing people to share 
experiences and provide such recommendations. This is 
an area providers need to be better equipped to respond 
and leverage. 
 
The growth of technology and the Internet of Things is also 
creating more data about customers. But how comfortable 
are they in sharing this? Our research shows again there are 
large generational differences, with 50% of Millennials 
being comfortable sharing data with a financial services 
organisation if there is a benefit to them. This falls to 34% 
for Generation X and 23% for Baby Boomers.

While this all points to the increasing use of technology to 
help offer products to customers, it also highlights key 
generational differences. The FCA’s recent occasional 
paper on the Ageing Population highlights this very issue, 
and in particular that customers should not be 
disadvantaged due to their access to technology or lack of 
technological know how. This underlines the importance 
of testing new products and services for all customer 
groups and potentially using multiple channels or creating 
tailored products to better meet the needs of specific 
customer groups. 

Would you be comfortable buying 
financial products on a smart phone using 

an app or the internet?

Millennials

Generation X

Baby Boomers
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Looking ahead: Protection 
opportunities for providers

Changes in distribution

Leveraging existing customer relationships: Large 
composite insurers who have regular contact with their 
general insurance customers due to the annual renewals 
process could leverage these relationships to encourage 
customers to think about their protection needs. Others 
could partner with or using existing relationships with banks 
and other institutions to get protection products in front of 
customers at opportune moments. Those that utilise data 
on existing customers will be well placed. One possible 
entrant into this market is Amazon. They already have 
significant insight into other products that customers buy, 
and also what motivates them, or similar customers, to buy 
certain products using the rich data flows they can collect 
from Alexa. 

Robo-advice: We are likely to see an increase in the use of 
machine learning and artificial intelligence to build on 
existing robo-advice or guidance solutions in the market. 
We would also expect them to become smarter, quickly 
identifying customer needs or offering product 
explanations that are more relevant or tailored to particular 
customers. We should also see a greater understanding in 
the best way to deliver advice or guidance to a particular 
customer, for example automatically taking a customer to 
an online chat box if this is their preferred way of 
interacting. 

Underwriting

We have already seen big leaps in underwriting, using 
machine learning techniques to simplify underwriting 
journeys, or leverage new technologies like cameras to 
help estimate age and therefore risk. We expect this trend 
to continue, and as the amount of data increases firms will 
increasingly be able to use this to pre-underwrite 
customers. Again, firms with more data about customers or 
who better understand it are likely to do well in this space. 
With the increasing amount of data, we have seen that not 
all customers are comfortable with sharing data. New data 
protection regulations in the form of GDPR from 2018 also 
marks a shift towards greater data privacy for the customer. 
So while big data continues to offer opportunities, there 
are shifting moral and regulatory boundaries to consider.

Against a backdrop of changing customer needs, medical and technological advances and an uncertain economic 
outlook, we look at some of the possible future opportunities for protection providers in the UK.
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Product

As an industry, protection providers have relied on 
traditional products which meet well defined customer 
needs. However, it is clear that the needs of customers are 
changing and individuals no longer pass through the same 
well-trodden journey that leads them to buying these 
products. In order to grow the market and offer protection 
to a wider range of individuals, innovation in product design 
will be key. 

More flexible products for the gig economy 
We have seen the growth of the gig economy is presenting 
an opportunity for providers to create new products that 
better serve this growing segment of the working 
population.

These customers may need more flexibility around level of 
cover, as the amount they are able to afford in premiums 
may vary, for example seasonally, and so may not be able 
to financially commit to the same premium each month.  
These customers may also have a greater need for 
protection as a part time salary may mean it is more 
difficult to build up savings to rely on if they were  unable to 
work for a period of time. Providers could consider 
seasonal premium structures that allow workers in the gig 
economy to match irregular income profile to their 
insurance needs. We could also see the option to take a 
premium holiday during quiet periods, while the sum 
assured remains unchanged.

To deliver more flexible products, we believe new 
technologies like Blockchain can play an important role. For 
instance, Blockchain could be used to quickly and simply 
collate data from a range of sources, giving a clearer central 
view of a customer. Data flows could include the amount 
of jobs completed, miles driven or income earned from 
different gigs, creating a complete picture of income. 

Blockchain could also be used to provide a better view of a 
customer’s  expenditure and debt levels, allowing insurers 
to provide dynamic cover levels that reflect a customer’s 
actual outstanding debt levels or essential expenditure, 
rather than relying on out-of-date information or estimates 
currently used to define cover levels. Not only could this 
technology save time collecting such information during 
the advice process, more accurate information about the 
customers circumstances on an on-going basis also 
removes the risk of under or over insurance, and ultimately 
offers better value to the customer and peace of mind 
they have appropriate cover in place.

New ways to engage 
We expect to see the bond customers have with 
electronic devices deepen and the insurance industry will 
no doubt use this to assist engagement and provide 
interaction. A survey conducted by Amdocs in 2016 
indicated that 78% of young people were willing to have an 
internet-connected device embedded into their arm if it 
meant they would receive better internet connection. We 
have also seen Proteus Digital Health develop a pill that 
when swallowed will interact with the digestive juices in 
your body to report back on the state of your health. There 
is no doubt that the growth of new devices will continue in 
the years ahead, but the question is how insurers will use 
them. Not only could they be used to help dynamically 
underwrite customers, as we have already started to see, 
but they could also be used increasingly to help manage 
existing conditions and therefore improve customer 
outcomes as well as manage claims experience for 
insurers. We believe there are significant opportunities to 
use such devices to help manage chronic conditions that 
can often be managed with appropriate interventions.
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The rise of generation rent  
We have seen the rise in renting over buying amongst 
younger generations. These consumers are unlikely to feel 
that their protection needs are met by traditional term life 
insurance. However they or their family could still benefit 
from some form of protection, particularly against illness or 
incapacity. As an industry, insurers should be looking to 
develop modern flexible solutions to ensure that suitable 
cover is available to all those who would benefit and not 
just the subset they are used to dealing with. Examples of 
such products could be: 

• Flexible cover which allows the policyholder to 
instantly match changes in their needs or lifestyle;

• Rent and bills cover for those privately renting their 
homes to ensure that their basic outgoings are covered 
should they need help. 

Meeting care needs  
We have seen several attempts to create protection 
solutions that can help pay for care costs, by being able to 
drawdown on Whole of Life products if a defined care 
event is triggered. Other possible solutions could be to see 
the conversion of other products like IP or CI at the end of 
their term into a care plan. Not only providing protection for 
customers against a growing future need, but also provide 
some value from a plan they have not previously claimed on.

Providing more value 
One of the reasons given for not buying protection is that 
customers do not like the idea of paying money in the long 
term when they may never see anything in return.  A 
possible option here would be pricing in a survival benefit 
for example a return of premium if after 20 years they have 
not claimed.

Another way to demonstrate the value of protection 
products may be adding more additional benefits such as 
rehabilitation support after accidents. Not only can such 
services help customers recover quickly, they can also 
shorten the amount of time claims on income protection 
policies are paid.  

Automation of claims

Claims management is an area where we have seen some 
big leaps in other insurance sectors. This has been done 
not just by installing faster machines, but also by 
implementing machine learning, artificial intelligence and 
more intelligent systems. There are several insurtech firms 
coming to market with software systems that cluster claims 
by size, type, timing and complexity in order to automate 
the processing of ‘vanilla’ claims and more objectively 
single out those which are potentially fraudulent.

Another recent leap forward in the handling of claims 
includes the use of smart contracts which are self-
executing and act out agreements between insurance 
companies and policyholders. In order to increase the 
transparency and improve security of these transactions, 
the smart contract is built on blockchain technology, a 
decentralised ledger which by design is secure and 
resistant to manipulation. We expect to see greater 
adoption of blockchain solutions and also more self-
execution claims services for more straightforward claims 
in the years ahead.
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Understanding Blockchain
In its essence, Blockchain is a record keeping system which takes the form of a digital ledger. It was originally designed to 
support cryptocurrencies (such as Bitcoin). Much like an ordinary ledger, it sets out the details of transactions undertaken 
by different parties operating within a community. What makes Blockchain useful is that it does this in a way which is 
transparent, provides anonymity and obtains consensus despite being completely decentralised. 

The ledger is decentralised in that it is held across a distributed network, i.e. no one party holds the responsibility for 
maintaining the ledger. Each ten minutes or so, a new block is added to the end of the ledger describing all the 
transactions that have taken place during that period. Consensus on the content of each new block is achieved by a 
communal verification process which is both faster and more transparent than the existing “trusted third party” approach 
adopted by using our banks and other financial institutions to ratify transactions.

Blockchain can be used to provide speed, transparency and innovation to any form of transactional business, insurance 
included. 

Our research has highlighted that changes in society and new technologies present 
significant opportunities for protection providers to evolve their propositions. This will 
ultimately help to deliver more value to providers and customers, as well as help to grow 
the market.

If you would like to discuss your own protection product strategy or pricing needs, we 
would be delighted to come and meet with you to expand on and tailor our research to 
make it even more relevant for your own business. 

Our View

Richard Purcell
Technical and Innovation Lead 
richard.purcell@hymans.co.uk 

Understanding Smart Contracts 
A smart contract is a technology which automatically verifies and executes the terms of a contract based on a set of 
predefined rules.

When coupled with blockchain technology, a smart contract can be administered and executed without the need for a 
centralised body taking responsibility. This improves speed, efficiency and transparency. 
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Our dedicated team of life insurance consultants provides targeted insurance advice across six areas of focus 
– product development; risk and capital management; investments and ALM; longevity management; 
transactions and structuring; and insurance transfers and reporting.

We have over 750 staff working across a wide range of disciplines and can leverage the wider skills of our firm 
across investments, risk management and pensions.

If you’d like to know more about how we can support you, please get in touch.

John McKenzie
Head of Insurance Transfers and 
Reporting
T 0131 656 5076 
E john.mckenzie@hymans.co.uk 

Richard Purcell
Technology and Innovation Lead
T 020 7082 6154
E richard.purcell@hymans.co.uk 

Stephen Makin
Head of Risk and
Capital Management
T 0131 656 5164  
E stephen.makin@hymans.co.uk 

Ross Evans 
Head of Insurance Investment
and ALM
T 0207 082 6320 
E ross.evans@hymans.co.uk

Emma McWilliam
Head of Life and Financial Services 
T 0207 082 6256 
E emma.mcwilliam@hymans.co.uk  

Andrew Gaches
Head of Longevity Services
T 020 7082 6128 
E andrew.gaches@hymans.co.uk  

Karen Brolly
Head of Products
T 0141 566 7904 
E karen.brolly@hymans.co.uk  

Steven Baxter
Head of Longevity Innovation 
and Research
T 020 7082 6299 
E steven.baxter@hymans.co.uk  

Ailsa Dunn
Life & Financial Services Business 
Manager
T 0141 566 7732
E ailsa.dunn@hymans.co.uk  

Theresa Chew
Head of Transactions and 
Structuring
T 0207 082 6429
E theresa.chew@hymans.co.uk 

Get in touch
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