ASIC

Australian Securities &
Investments Commission

ASIC undertook a review of how life insurance products are designed and sold
through the direct channel and whether this increases the likelihood of poor

consumer outcomes.

Improving the sale of
direct life insurance

Too many consumers are experiencing poor outcomes.
Firms need to take action to raise standards in the direct sales channel.

Cancellation rates and unsuccessful claims are a sign people are being sold
products they don’t want, can’t afford, or are not right for them

OF 100 LIFE INSURANCE POLICY SALES...
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...ONLY 39 REMAIN IN FORCE 3 YEARS AFTER SALE
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O Policies that remain in force

Cooling off
U 3 years after sale (39)

cancellations (18)

Additional lapses in
the 1%t year (25)

Additional lapses in the
2" & 3 year (18)

THE DATA SHOWS:
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SOME PRODUCTS OFFER LITTLE VALUE TO CUSTOMERS

Accidental death insurance claims ratio was...

16.1-

That means for every dollar paid in
premiums by consumers,
only 16 cents was paid in claims.
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ACCIDENTAL DEATH INSURANCE
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ASIC found frequent poor sales conduct

CONSUMERS EXPERIENCED:

PRESSURE SELLING

Refusing to send out paperwork unless
the consumer commits to buy

DOWNGRADING

Offering a more limited policy when the
customer is declined for comprehensive

cover.

POOR
EXPLANATIONS

Not describing future costs or
exclusions clearly

BUNDLING EXTRA COVER

Selling add-on cover without checking
if the consumer wants it

Business practices are driving poor consumer outcomes

Firms value statements put the customer at the centre,
but their business practices did not.

ASIC FOUND A NUMBER OF FACTORS CONTRIBUTE
TO THE POOR CONDUCT WE OBSERVED
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Product design

Products not designed with good
consumer outcomes in mind

Quality assurance . .
Training

Does not spot the issues
or fix problems Does not focus on risks to

consumers
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BUY!

Incentives

Scripts

Encourage agents to put sales
ahead of consumers

Mn’t help consumers make

good decisions

What good looks like

INSURANCE SHOULD BE BOUGHT, NOT SOLD

Firm culture puts consumer needs at the centre
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No outbound sales There is clear information about future costs
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Exclusions are explained in a way
the consumer can understand

Consumers can take away quotes and
have time to consider options

ASIC WILL:

STANDARDS

P

Take enforcement
action

Restrict outbound

Expect industry to Intervene if industry

selling

Australian Securities &
Investments Commission

respond and raise
standards through their
Code of Practice

does not stop selling
poor value accidental
death insurance

Download the full report


https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-587-the-sale-of-direct-life-insurance/



