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It's important to recognise that the need for a full income

replacement product has always existed, but the platfor

m to

deliver it has not. Over the past decade, risk management and
claims practices have improved signiﬁcantly. The risk of poor
claims experience due to a 100% rather than a 75% benefit is
thus not as significant anymore.

Impact on cost

At first glance, it may seem like having 25% more insurance.
But the increase is 25% of salary - people will actually have @
33% increase in cover.

100% Benefit

75% Benefit

Although we’re
adding 25% of salary,
this increases cover
by a third, or 33%

Naturally the price of a 100% penefit will reflect this potential
increase in penefits and it may take time for groups to consider
and negotiate the funding of this option.

Impact on group risk strategies

Up to now group risk plans have peen set with the 75%
maximum in mind, largely allocating the remaining funds to
Group Life cover and riders.

Now that the option exists to provide more appropriate
disability cover, we expect people to start re-thinking the
optimal balance petween life and disability products. For many
schemes, income protection is cheaper than life insurance.
Therefore a small reduction in life cover can purchase a much
higher level of disability insurance.

The group disability market has evolved considerably over
time. Today's 100% benefit - payable for the entire duration
of a claim and regardless of the medical condition - is @
culmination of many small steps.

From scaled benefits that gave way to flat cover, to the more
recent developments (e.g. @ 100% penefit for the first two
years, and a 25% top-up for certain severe and permanent
conditions) - each change has supported the same demand:
comprehensive disability insurance.

Introducing the 100% benefit option is an exciting

transition in the development of disability cover =
moving from pasics to true income protection.
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