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Back to the Future 
How the World Has Changed!!! 



Evolution in Life Insurance  
...is somewhat very slow 



Change is Finally Arriving! 
More Change in the Past 18 Months Than the Prior 10 Years 

• Focus on Predictive Analytics 

• LexisNexis, etc. 

New Data and Models 

• Not just for specific products 

• But as part of underwriting process in general 

Focus on Accelerated Underwriting 

• Different underwriting paths based upon risk profile 

• Puts predictive models & automated underwriting to work 

Underwriting Triage 

• Including bringing in data streams from wearables, etc. 

• AIA – Vitality 

Increasing Focus on Lifestyle 

• Disruption coming – especially to distribution  

• Opens doors for new approaches 

FinTech Interest in Life Insurance Space 



Big Data, Data Mining, and Predictive Modeling 
Made possible upgrades in Accelerated Underwriting  



Predictive Modelling: Hannover Re/LexisNexis 

 LexisNexis (LN) developed a predictive model that uses FCRA data to estimate 

relative mortality risk 

 Model produces a score from 200-997 with low scores=higher mortality 

 Key attributes of model include: 

Public records (felony, criminal, derogatory records, court filings, etc.) 

Lifestyle (property ownership, home value, wealth index, professional  licenses, etc.) 

Behavioural (credit, bankruptcies, foreclosure, eviction, motor vehicle  record*, etc.) 

Not using consumer data (magazine subscriptions, credentials, etc.) 

 Dataset 

Includes over 4.5 million records representing ‘P&C insurance shoppers’ 

• LN appended FCRA data and calculated a mortality score for each record 

Initial records October 2006 followed through first half of 2013 

• More than 140,000 deaths 

 Mortality analysed relative to US population mortality, then adjusted to baseline 

referent to reflect relative risk 
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Illustrative Process Diagram 

Accelerated Underwriting 

Predictive  

Modelling 



 

Electronic health records 

Genetics 

Wearable technology 

 

 

 

 

 

To further augment accelerated underwriting 

New Third Party Data sources for underwriting 



Wearable computing/technology 

 “Miniature electronic devices that are worn under, with or on top of clothing” - Wikipedia 

 

 Alan Turing (1912 – 1954) is generally considered to be the father of modern computer : 

• « On Computable Numbers »  published in 1936 

• Excellent film : Imitation Game 

Definition 



Wearable Technology 
The imagination is the limit 
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Wearable Technology 

 Get live biofeedback and abnormal values. 

 

 Two interesting variables for predicting mortality are :  

• Glucose level 

• Heart rate variability 

Health trackers 

 Would allow better underwriting and better pricing 

 

 Prevention / personal advices could benefit both the insured and the insurer 



Wearable Technology 
Vitality : Being and becoming healthy, a modern lifestyle 

The world’s largest scientific incentive-based  

wellness program 

Engage clients to actively manage & improve their health 

South Africa 

Johannesburg … know their health  

… enjoy the rewards 

… improve their health  

Vitality members … 

Incentivise members to improve quality of 

life and to reduce long-term medical costs 



Wearable Technology 

Mortality in % 

Severe illness claims in % 

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

Life lapses in % 

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

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

Vitality : Impact on mortality, critical illness, lapses 

Blue – Unengaged 

Bronze – Moderately engaged 

Silver/Gold/Diamond – Highly engaged 

Blue – Unengaged 

Bronze – Moderately engaged 

Silver 

Gold 

Diamond 

Blue – Unengaged 

Bronze – Moderately engaged 

Silver/Gold/Diamond – Highly engaged 

Highly engaged 

Figures from Discovery, Performance Reviews for 2012, Integrated Annual Report 2012 



Wearable Technology 
Vitality : Active reward program 



Monitor Applicants Activities 
will it gain acceptance? 



Review 

Technology is tipping the balance of knowledge 
It Will Impact Underwriting 



Technology may even replace humans 

 “Artificial intelligence (AI) is the intelligence exhibited by machines or software” – Wikipedia 

 

 Currently in our every day life 

• Amazon, Spotify, Netflix…recognizing patterns 

• IBM Watson, Alpha Go….better than humans 

• Siri…helping humans 

 

 Rise of the machine they 

• Listen, See, Read, Write – all without instructions 

 

Artificial Intelligence 



Artificial Intelligence 
Here is now! 

videoplayback.mp4


Artificial intelligence 
Application to the insurance industry 

Insurers underwrite 

IBM watson.JPG


Artificial intelligence 

 Predictive analytics and deep machine learning (Other possibilities) 

• Sales  individual needs assessment 

• Individual life expectancies 

• Claims assessment  voice recognition to assess honesty 

 

 

Future application to the insurance industry 



The Road Ahead 

Increasing Underwriting Agility 

• Not the same process of everyone 

• Deal with having different types of information for different applicants 

• Demands some degree of automation 

Data Elements Will Change – Not Just How We Access Them 

• Some historical UW data elements will continue 

• But - some will stop being utilized 

• New data elements and metrics will replace them 

• Will require a great deal of R&D and analysis 

No One Company Can “Do it All” 

• Partnerships and alliances will increase in importance 

• Data is a valuable currency 

Products and Ratings Will Evolve 

• Movement from discrete rate classes to a continuum 

• Not locked into initial assessment based upon a point in time 

• Health and lifestyle over time will drive product performance 



A Recap! 

1. Do you think that Predictive Modelling will have a place in your market? 

2. Wearable technology – fad or fashion? 

3. AI – Will machines really take over? 

4. How will the role of the underwriter/actuaries change in the future? 

 



Fintech encroachment into Insurance 

   

 

It’s only just begun 

https://www.cbinsights.com/blog/category/insurance-tech/
https://www.cbinsights.com/blog/category/insurance-tech/


Fintech encroaches into Insurance 

 

New Distributions 
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Bitcoin in Insurance?  

 “Blockchain is a distributed database that maintains a continuously-growing list of data 

records hardened against tampering and revision” – Wikipedia 

 

 Bitcoin 

• Invented by Satoshi Nakamoto in 2008 

• Peer to peer payment system 

Blockchain 

Alice Intermediary Bob 

Alice Bob 

 Bitcoin advantages 

• Decentralized (no counterparty risk) 

• Transactions almost instantaneous 

• Transactions almost free 



Blockchain 

 It is no longer something reserved to geeks or drugs addict : 

Introduction 

 Major banks are working on this technology : in September 2015, 9 financial companies 

(Barclay, JPM, UBS, GS,…) created a consortium (R3) to work on it. 

 Today 42 financial institutions have signed up 



Blockchain in Insurance 

 

 The cost of a bitcoin transaction is less than 0.10$ 

 

 You just need a smartphone 

 

 3 billions adults are unbanked according to the world bank 

 

Possible Application - Micro-Insurance 

Micro-insurance could be a use case 

For example if you want a $100 death cover, a possible scenario could be :  

• Take a picture of your ID 

• Send $5 with your smartphone 

• Your family take a picture of the death certificate 

• Your family receives the money on your phone 



Blockchain in Insurance 

 Traditional contracts can be confusing, you often need the help of lawyers, it takes time and it 

costs money 

 

 What if there was an automatic way to deal with this ? 

 

 Smart contracts are basically contracts written like if they were a computer program : 

“IF policyHolder == dead THEN makePayment = 1 ELSE …” 

 

 No ambiguities, and because funds are locked in the blockchain, you are sure to be paid if 

the smart contract is executed 

 

 Probably what most people have in mind when they are talking about the blockchain 

technology and insurance 

 

 Other applications of smart contracts may include financial instruments such as bonds, 

shares, derivatives 

Possible Application - Smart contract 



Blockchain in Insurance 
Possible Application - Smart contract 

What an insurance smart contract may look like : 

Let’s consider a temporary death cover.  

 

1. The policy holder and the insurer agree on the terms and write the associated smart 

contract in the blockchain 

2. The policy holder « sends the premiums to the smart contract ». The funds are locked in 

the blockchain 

3. The insurer « sends the death benefit to the smart contract  ». The funds are locked in 

the blockchain 

4. The smart contract sends the premium to the insurer 

5. The smart contract automatically check if the policy holder is dead (assuming there is a 

way to do it).  

6. If the policy holder is dead, the smart contract sends the death benefit to his family 

7. If not the death benefit is sent back to the insurer. 

• No counter party risk for the policy holder 

• Once the contract is created the insured doesn't have to manage it 



Blockchain in Insurance 
Possible Application - Claims Management 

* Excerpts from Deloitte’s article on blockchain application in Insurance 



Blockchain in Insurance 
Putting everything together! 



Peer to Peer insurance 
Definition 

 Peer to peer concept was popularized with file sharing systems such as Napster 

 Mostly an IT concept but has real world consequences / applications : 

 

There is no reason it won’t happen in the insurance industry 

Shopping center EBay OpenBazaar 

Taxi Uber Arcade City 

Train / Bus Blablacar 

Bank Lending club 

Hotel Airbnb 



Peer to Peer Insurance 
It is already here and surviving! 



Peer to Peer insurance 

 Guevara UK Guevara pools friends & trusted acquintances or adds users to existing groups of 5 or 

more for car insurance. Premiums of those members then go toward covering the group, with future 

discounts given to those with low claims.  

 InsPeer France allows users to form small groups of family members with exposure limited to €100 

pledged to cover claims for any one user, and €1,500 across the platform to reduce auto, motorcycle, and 

homeowners insurance premiums. InsPeer takes a 10% cut from each claim paid.  

 PeerCover New Zealand allows users to join or create a group and pay a fee upfront. If claims are 

judged to be fair by the peer group, users can receive up to 3 times the users’ balance to cover their claims.  

 Bought By Many UK works with insurers to develop policies and negotiate discounts for users with long-

tail insurance needs (e.g. pet insurance for rescue dogs, health insurance for cyclists) and earns money 

through commissions. It had over 118,000 members at the end of 2015.  

 Uvamo Chicago Founded by Lending Club alums, Uvamo is a stealth marketplace startup, 

which claims to be “bringing the P2P marketplace model to insurance.” 

 vPeersMutual Protection China claims to be “redefining mutual insurance” in China.  

 Lemonade New York Lemonade plans to launch as an online P&C insurance carrier built 

around a yet-to-be announced P2P business model. Lemonade has applied to be a licensed 

carrier in New York. Carrier $13M seed from Sequoia Capital & Aleph 

 

 

 

More and more joining the bandwagon 



Peer to Peer insurance 
Not just more but also more complicated 



Peer to Peer insurance 

 

 Teambrella is aiming to create such a system using bitcoin properties (multi-signatures 

transactions) 

 People pool together (friends, friends of friends, colleagues) in a team 

 If someone has a claim, the pool votes to decide if it should be reimbursed 

 No predifined rules, each pool is free to be managed as its members want 

 

 

 

 

 

 

It just gets more complicated 



Peer to Peer Insurance 
Extending to somewhat different offering!  Not seen insurance! 



Peer to peer insurance 

 Origin of insurance : similar people facing a same risk pool together to spread it 

 « I pay a lot for my insurance and when I do not claim I don’t get anything » 

 But isn’t P2P just mutual insurance? 

Actually nothing new! 

What about P2P reinsurance?  

Pass the risk, or part of it, to 

private investors (Interest for 

the investor : new class of 

uncorrelated asset) 

It’s coming for the insurance 

industry : Ledger Investing just 

as in the lending sector 



Changes are boundless 

 1st pay as you use insurance has started 

 What’s next? Pick and choose which critical illness to cover, select different 

coverage period for different conditions ……. 



Don't expect Governments to keep us safe! 
from the disruptors! 

FIRST there was UBER ……. 



Some have even  
Encourage Disruption 



Even your somewhat different reinsurer 
Is encouraging "self disruption" 



BUT................... 

 



Whether any of these “modern” changes worked or how successful they will be  

actually depends on an age old science 

Maraming salamat sa 'yo 


