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Foreword
As our society faces its greatest health and economic challenge of recent times, the
fragility of livelihoods has been brought starkly to light. More than ever, the current
COVID-19 pandemic highlights the crucial role that insurance plays in ensuring
resilience. When loved ones are taken away unexpectedly, this can create extreme
emotional and financial stress for surviving family members, particularly those that
are unprepared. Smart planning and sufficient protection are necessary to ensure
that those who are bereaved are better placed to have the freedom to grieve, recover
and move forward in life.
Families make up the fundamental societal units and primary sources of financial
support in Asia-Pacific. Across the region today, smaller family units supporting
young children and ageing parents are ill-prepared for financial shocks. Swiss Re
Institute’s Insurance Resilience Index released in 2019 indicated a lack of resilience
in Asia to adverse events such as mortality, health crises and natural catastrophes.1
This has been borne out clearly by the COVID-19 epidemic, where our recent pulse
check shows 27% of families across Asia feeling overwhelmed and anxious about
their financial future.2 To improve resilience in Asia, mortality and health protection
gaps need to be closed by re/insurers, governments and consumers together.
We estimate that the mortality protection gap in Asia stands at USD 83 trillion and
that it climbs by 4% every year. Our research shows that over 75% of households in
Asia still face a mortality protection gap of about eight times average annual
household income. As economies enter a time of recession, we expect wealth
erosion and increased pressure on social systems to widen the gap even further. On
the other hand, COVID-19 has also prompted consumers to reconsider the merits of
life insurance and longer-term protection as a simple, stable financial protection tool.
Understanding human behaviour and how people make insurance decisions is a
critical first step to effectively closing their protection gap. This report represents a
significant step in that direction. It is the most comprehensive Asia-Pacific-wide
study on consumer attitudes and preferences towards mortality to date, covering
more than 14 000 consumers across 10 markets.
With this proper understanding, coupled with a heightened consumer awareness
and appreciation for our products and services, insurers have a unique window of
opportunity to close the mortality protection gap and strengthen resilience in Asia.

Russell Higginbotham
Chief Executive Officer
Reinsurance Asia
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Emerging Asia in particular has the largest aggregate protection gap globally for the three areas
combined. See sigma 5/2019 - Indexing resilience: a primer for insurance markets and economies,
Swiss Re Institute.
COVID-19 Consumer Survey, Swiss Re Institute, 2020.
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Executive summary
We estimate a total mortality protection
gap in Asia-Pacific of USD 83 trillion.

Swiss Re Institute estimates a mortality protection gap – a measure of the lack of
financial resources households have to maintain living standards should the main
breadwinner(s) of a family die ‒ of USD 83 trillion in 2019 across the Asia-Pacific
region. For the 10 main markets surveyed, this gap is USD 77 trillion, almost three
times their combined national output.3 The emerging economies among the 10
make up USD 61 trillion of the gap, and the advanced economies USD 16 trillion.

China has the biggest overall mortality
protection gap but by household, families
in India are most exposed.

Our wide-reaching survey of consumers in the 10 markets undertaken for this study
found an estimated total gap of about 69% of household mortality protection needs
across the countries, and that more than 75% of households are under-protected.
Most are young breadwinner households at early stage of wealth accumulation. The
total gap is largest in China (USD 41 trillion), but families in India are the most
vulnerable. There 44% are very high-gap (ie, where the gap > 90% of protection
needs) households. Among the advanced markets, Australia has the highest
proportion (23%) of very high-gap households, and Hong Kong the lowest (6.6%).

Closing the protection gap across the
region is an annual additional life
insurance premium opportunity of
USD 292 billion.

The current economic volatility due to COVID-19 further confirms the value of
insurance as a main tool to cover long-term mortality protection needs. Closing the
gap across the 10 markets represents an estimated annual USD 292 billion
additional premium opportunity. Tapping that potential, however, is not a given.
Although eight in 10 households across the markets report being not fully confident
of their ability to handle the financial hit resulting from a mortality shock (ie, death of
a main breadwinner), buying life cover is not the default option for more security.
Preferred routes include earning more, buying more medical or accident insurance,
and in some markets reliance on savings and investments.

Insurers should take advantage of
heightened awareness to encourage
uptake of life insurance as a means to
narrow the mortality protection gap.

Our survey found that consumers choose not to buy life insurance for a number of
reasons, including perceived high price, reluctance to make a long-term financial
commitment and confusion about products on offer. Also, while we have seen a
temporary increase in consumer awareness in the current pandemic, more than half
of households overestimate their financial preparedness to manage the scenario of
loss of their main earner. The task for insurers is to seize this opportunity to educate
consumers about the benefits of life cover with clear communications and products
that are easy to understand. They can also address the tendency to underestimate
protection needs by providing simple online calculation tools. And, with greater
acceptance of digital interaction, life insurers should develop tools to engage with
consumers online across all stages of the purchase journey.

They should provide bundled coverage,
target specific demographics and offer
products that can adapt to changing
life-cycle circumstances.

Factors influencing purchase decisions include premium levels, sums assured, length
of cover and availability of return of premiums. Our survey also found that most
consumers prefer life insurance bundled with riders like medical reimbursement and
critical illness cover rather than pure life policies. Insurers should therefore create
products that include such optional add-ons. Products can also be customised to
specific vulnerabilities, such as the tendency among young professionals, especially
households with young dependents, to underestimate their protection needs, or the
heavy reliance among sole-female breadwinners on savings for financial security.
Flexibility should also be offered to cater to different income segments and changing
needs over consumer lifetimes. For example, major life events such as marriage,
starting a family or buying a house are typically times when people need and/or
think about buying (more) life insurance.

We propose calls to action for life
insurers across and in the context of the
region's different markets.

In the current climate with lives and welfares at risk, the need for protection is more
important than ever. Our survey offers deep insights into consumer protection needs
across the different markets in Asia-Pacific, household income categories and stages
of life. In this report, we propose actions for insurers to extend uptake of life coverage
across markets with respect to product differentiation and targeted consumer
engagement. We present our key findings and recommendations on page 3.
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The 10 markets are: Advanced Asia - Australia, Japan, South Korea, Hong Kong, Singapore; Emerging
Asia – China, India, Malaysia, Indonesia and Thailand. After the executive summary, the term “Asia” as
used in the rest of this report refers to Asia-Pacific including Australia and New Zealand.
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Key takeaways
Table 1
Estimated mortality protection gap metrics and life insurance premium growth opportunities in 10 major Asian economies, and key
recommendations for life insurers within market-specific contexts
Total
mortality
protection
gap, 2019
(USD trillion)

Gap as
share
of total
protection
need

China

40.6

70%

India

16.5

83%

Japan

8.4

61%

South Korea

3.9

55%

Australia

2.8

54%

Indonesia

2.0

76%

Thailand

0.9

71%

Malaysia

0.7

74%

Singapore

0.6

55%

Hong Kong

0.4

41%

Total of 10
survey markets
Asia-Pacific all

Call to action for life insurers and other stakeholders

Target young professionals in Tier 1 and 2 cities; use digital channels to
increase insurance penetration across age groups, and microinsurance for
lower tier cities, rural areas; further develop digital underwriting and pricing
capabilities
Provide comprehensive rather than pure life products; bundle life cover with
other small premium riders, such as accident, medical reimbursement and
long-term care; simplify product design for better consumer understanding;
sell/distribute simple bundled products through digital channels, and use
agents for more complex and expensive policies with savings elements.
Design more easy-to-understand products for all age groups, particularly
younger generations; design customised solutions for under-served female
earners, and use agents and brokers (not digital) as main touchpoints for
this population; provide online calculations tools to help households
understand (ie, not underestimate) their mortality protection needs.
Bundle life insurance with savings products to capitalise on consumers’
desire for financial gain; given cultural importance of the family, design
insurance solutions in the context of planning for family needs, retirement
and bundling services in life insurance to help family cope with broader
resource burden arising after death of main breadwinner.
Educate households about mortality risk beyond the protection provided by
superannuation funds and employers; simplify products for greater
understanding, particularly among the younger generations; promote
bundled products with riders on critical illness, accident or disability; link
insurance promotions with life events such as having a child or a purchase
of a first property; use omni-channel (digital, telephone. financial advisors)
approach for outreach.
Simplify products and improve explanation of value proposition to overcome
perception of insurance as too expensive; promote pure mortality products
and, in the current environment of low interest rates, move away from
savings-type products to meet middle class expectations of investment
returns; develop digital distribution channels and improve claims services.
Simplify products and improve explanation of value proposition to overcome
perception of insurance as too expensive; tax incentives to promote uptake
of life insurance; develop digital distribution capabilities and improve claims
services.
Improve explanation of value proposition to overcome perception of
insurance as too expensive; promote pure mortality products, move away
from savings-type products given the growing middle class expectation of
investment returns; tax incentives to promote uptake of life insurance;
develop digital distribution capabilities and improve claims services.
Focus on under-protected segments such as young professionals and
female sole breadwinners; broaden the digital solution across the whole
insurance value chain to tech-savvy customers; link life sales to consumers’
changing lifestyles such as getting a first mortgage or expanding families.
Target young professionals: they have a high mortality protections gap due
to young dependents and low savings. High net worth individuals also have
a high mortality protection gap (more than middle class), due to over
confidence and products that maintain living standards would appeal given
rising cost of living; bundle life insurance with investment schemes.

77

Closing the gap:
additional annual
life premium
opportunity,
2020-30 (USD bn)

160.4

78.2

17.2

9.7

9.1

8.5

2.9

3.1

1.5

1.6

292

83

Source: Swiss Re Institute, for more country-specific details, see Market deep dives chapter starting on page 29.
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Introduction: the mortality protection gap in Asia
The equation
The mortality protection gap (MPG) is defined as the difference between the
protection needs of a household and the financial resources available to sustain a
family's future living standards in the event of the premature death of the main
breadwinner(s), (see Figure 1).

Mortality protection gap = protection
needs ‒ available protection

Figure 1
Calculating the mortality protection gap
in present value terms
Gap

Protection need

=
MPG

Resources available

+
Income
replacement

–
Household
debt

–
Total
savings

–
Non-primary
property value

–
Life
insurance

Other
assets*

*includes social security survivor’s benefit and compensation from employers
Source: Swiss Re Institute

Total household protection needs include
income replacement and the funds
needed to service outstanding debts.

Country-specific socioeconomic realities
influence developments in mortality
protection gaps.

A household's protection need is a function of age, income of the breadwinner(s), the
level of household expenditure, outstanding debts, expected inflation and
economic/income growth.4 The amount of financial resources available to meet
expenses depends on the household’s level of life insurance cover, existing liquid
assets (eg, cash in hand, bank savings and equity investments), social security
benefits and value from non-primary property assets.5
Socioeconomic factors
In the Asia context, several socioeconomic factors influence the size of the mortality
protection gap. These include:
̤̤ A rising dependency ratio: The dependency ratio in Asia is currently 48%,
which means there are 48 dependents for every 100 working-age persons, one
of the lowest levels globally. However, after over a century of steady decline, the
trend reversed in 2015 and the ratio is forecast to rise to 56% by 2050.6 An
increasing dependency ratio will add to the burden of supporting surviving family
members and cause the mortality protection gap to grow.
̤̤ Lack of second income: Many Asian households depend on a single source of
income, meaning less source of funds to cover protection needs. This reflects the
modest participation of women in the labour market. Less than half of Asia's
working age women are engaged in formal employment.7
̤̤ Low levels of social security protection: According to a recent report, more
than 60% of people in Asia lack social security protection.8 This reflects the
sizeable level of informal employment in many markets, and reliance on
4
5
6
7
8

4

Earning Peak at Different Ages for Different Demographic Groups, PayScale, 4 June 2019.
Non-primary property is any property a family owns but does not use for own-living purposes. The value
can be derived from rental income and/or sale proceeds from commercial and/or residential properties.
According to the United Nations Population Division.
According to International Labour Organisation.
World social protection report 2017‒19: Universal social protection to achieve the Sustainable
Development Goals, International Labour Organisation, 2017.
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non-institutional arrangements and traditional family support for welfare needs.
However, the shift to smaller and nuclear family structures is reducing levels of
traditional support, and this could compound the financial stress a household
experiences after the death of a principal breadwinner.
̤̤ Low uptake of protection products in emerging economies: The insurance
industry in Asia has grown rapidly, with total premiums having grown by about 5%
annually since 2000, according to Swiss Re Institute’s sigma database.9 However,
households in the region’s emerging economies remain significantly underinsured.
Insurance density (life and non-life premiums per capita) in emerging Asia was
USD 195 in 2018, well below the global average of USD 682.10 Low insurance
ownership means households have a smaller pool of funding sources to cover
their protection needs.
̤̤ Rising household debt: Household debt levels in Asia nearly doubled between
2009 and 2019. In emerging Asia, it grew by double-digits to more than USD 4.8
trillion. China’s household debt-to-GDP ratio was 54% at the end of 2018, up
sharply from 18% in 2008.11 In India, total household debt increased more than
fourfold from 2009 to 2019, facilitated by lower interest rates. While India’s
household debt remains low in relation to its GDP (around 11%), increasing levels
of debt will necessitate greater protection needs.12

At the forefront of mortality protection gap research
In 2014, Swiss Re estimated that the
mortality protection gap in Asia was
USD 58 trillion.

In 2010, Swiss Re provided an initial estimate of the mortality protection gap in Asia:
USD 42 trillion. Due to rising incomes and changing demographics, the estimate
was updated to USD 58 trillion in 2014. The rate of growth slowed in the years from
2010‒2014 to 6% annually, compared with 10% in the period 2000‒2010.13 Last
year Swiss Re Institute published its global Insurance Resilience Indices, which
showed only about 45% of funds required to maintain household living standards in
the event of the death of the primary breadwinner(s) are available through either life
insurance, social security benefits or household financial savings.14 In other words,
the report identified a global mortality protection gap of around 55%.

This report updates the estimate and
provides more granular insights.

To date, mortality protection gap estimates have been based on macro data
averages for income levels, insurance ownership, social security benefits and
financial assets. This approach does not account for important factors such as
variations in household income levels and protection needs, or the impact of
consumer preferences. For instance, treating average holdings as representative of
all families likely overstates the resources available while understating the actual
protection gap, particularly in markets with uneven wealth distribution. To facilitate
targeted interventions, a more granular assessment of the protection gap is required.
To this end, this study models the Asia mortality protection gap at the household
level based on the results of an extensive consumer survey of 10 markets (Australia,
China, Hong Kong, India, Indonesia, Japan, Malaysia, Singapore, South Korea and
Thailand) in combination with macro data.15

9
10
11
12
13
14
15

To visualise and share sigma data, go to the sigma explorer
sigma 3/2019: World insurance: the great pivot east, Swiss Re Institute.
Global Wealth Databook 2016, Credit Suisse and Swiss Re Institute estimates.
Global Debt database, International Monetary Fund, 2018.
Mortality Protection Gap, Asia-Pacific 2015, Swiss Re, 2016.
sigma 5/2019, op. cit.
In this report, China refers to mainland China and Hong Kong refers to the Hong Kong Special
Administrative Region (SAR) of the People’s Republic of China.
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Sizing and analysing the mortality protection
gap in Asia
Asia mortality protection gap: USD 83 trillion in 2019
Using macro data averages and findings from our consumer survey in the 10 key
economies in Asia, this study estimates that the mortality protection gap in those
markets was USD 77 trillion in 2019 (see Figure 2). China accounted for 53% of the
gap, and India and Japan for 22% and 11% shares, respectively. On a per-household
basis, the gap averaged USD 131 510 across the 10 markets, representing 69%
of protection needs. We estimate the size of mortality protection gap in the
remaining markets of Asia-Pacific at about USD 6 trillion, yielding an estimated gap
of USD 83 trillion for the entire region.16

In absolute terms, China and India have
the largest mortality protection gaps in
Asia.

Figure 2
Mortality protection gap of surveyed markets in USD trillion (LHS) and as a percentage of protection need (RHS). 2019
Emerging Asia (USD 60.6 trillion)

50
40

Advanced Asia (USD 16.1 trillion)

90%

40.6

72%

30

54%

20

36%
16.5

10

18%

8.4
2.0

0.9

0.7

Indonesia

Thailand

Malaysia

0
China

India

Total MPG in USD trillion

Japan

3.9

2.8

South Korea

Australia

0.6

0.4

Singapore

Hong Kong

0%

MPG as a percentage of protection need

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

India has the highest mortality protection
gap as a percentage of protection need.

Unless otherwise indicated, the term “Asia” refers to the findings from our sample
10 countries only, with further segmentation into advanced (Australia, Hong Kong,
Japan, Singapore and South Korea) and emerging Asia (China, India, Indonesia,
Malaysia and Thailand). The “mortality protection gap as a percentage of protection
need” is the best proxy for the level of vulnerability of individual households to
financial hardship following the premature death of a breadwinner. Figure 2 shows
this ratio is highest in India, at 82.7%, followed by China, Indonesia, Thailand and
Malaysia at around 70% to 75%. The ratio in advanced Asian markets is generally
lower, and lowest in Hong Kong (41%).

More than 75% of surveyed households
are unable to fully finance their protection
needs.

The prevalence of the gap and severity of protection shortfalls vary across markets.
Wealth and income distribution, for example, could impact the share of the
population that remains under-protected. Based on our survey results, we estimate
that only 24% of households in Asia have enough assets to weather the financial
shock that the loss of the main breadwinner(s) would present. The remaining 76% of
households face a gap of differing degrees of severity. Significantly, one-quarter of
all survey respondent households in our sample countries have just 10% or less of
the financial resources to cover their protection needs.

16 We use data (household income, share of households with dependents, average age of the population,
financial assets and life insurance penetration) from national statistics and internal estimates, and
combine them with learnings (property ownership and share of total financial assets available to
support the protection need) from the survey to estimate the mortality protection gap for the remaining
Asia-Pacific countries.
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Figure 3
Share, characteristics and profile of surveyed households by size of mortality protection gap

35.2%
24.4%

Share of households
by size of gap

23.6%

Size of MPG

No gap

Medium low (up to 50%)

14%
Breadwinners aged 45+
with less burden. Low
incomes but high asset
savings and income from
non-primary property
ownership.
These households are
more likely to have
multiple incomes (eg,
from unmarried children
and property). Lifetime
protection needs are
lower due to older age as
they have accumulated
enough savings and value
from non-primary
property assets.

14.1%
Breadwinners aged
35‒59, high income, have
accumulated some
wealth.

39%
Breadwinners aged
30‒49, accumulating
wealth.

32.9%
Low-income families with
young breadwinners
aged 25‒44.

Breadwinners are in the
prime of life, earning high
incomes and having
accumulated some wealth
for the family. Some 91%
own a second property,
usually of high value.

Around half have
above-average incomes.
Still, relatively few have a
property, and have not
accumulated sufficient
financial resources to
cover their protection
needs.

These are mostly young
households with high
protection needs due to
their young age and early
stage in asset/wealth
accumulation. They have
low incomes and often
find that insurance is too
expensive.

33.1%
Households with
breadwinners aged 50+,
making average income.

19.5%
High-income families
with some wealth
accumulation.

31.4%
Breadwinners aged
25‒49. High-income
low-saving families trying
to build up wealth.

These are families with
low level of dependency
on breadwinner income.
With wealth accumulated
over years (including
liquid assets and
non-primary property),
they have little financial
burden.

Those with low MPG are
typically families with high
incomes and high
ownership of liquid assets.

These are also highincome families. However,
as they are generally
younger, and still at the
earlier stages of wealth
accumulation.

15.9%
Breadwinners aged
25–34 that are not too
concerned about
mortality risk, and lack
knowledge or have a
poor perception of
insurance.
They have lower
incomes, but it is also low
savings and liquid assets
that causes high MPG
(18% have zero or
negative savings every
month). 37% are either
single/separated/
widowed, and 25% of
household expenditure
goes to rent/mortgage.

Share of households

Emerging Asia

Who are they?

Details

Share of households

16.8%

Advanced Asia

Who are they?

Details

High (50% to 90%)

Very high (above 90%)

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute
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Sizing and analysing the mortality protection gap in Asia

Additional observations
Household age is a prime driver of
protection needs.

As part of our analysis, we made some observations about the composition and
nature of the mortality protection gap in the Asia. According to our survey findings,
households with young breadwinners have the largest gap. This is because they
have a substantial amount of future income at stake and a generally lower level of
accumulated savings. At the same time, life insurance ownership among young
breadwinners is very low, covering about 3.5% of total protection need compared
with 7% for all age groups. The availability of life insurance as a source of protection
financing is more prominent in advanced than emerging Asia (see Figure 4).

Value from non-primary property assets
is the biggest source of mortality risk
financing in emerging Asia.

Another finding is that households in emerging economies rely heavily on income
from value from non-primary property assets and compensation from employers to
cover their mortality protection needs. In these markets, ownership of non-primary
property, though by no means common among all households, constitutes 42% of
available financial assets. Compensation from employers (eg, group life insurance
cover) accounts for 27% and private life insurance just 13% of available resources.

Figure 4
Composition of mortality protection
gap in emerging and advanced Asia
(USD trillion)
Emerging Asia

Advanced Asia

2.7
3.3

9.3
4.0

2.9

3.8
2.3

6.1

5.3

80.2

0.6

24.7
60.6
16.1

Income Houshold
replacement debt
Protection needed

Value
of nonprimary
property

Value of
liquid
assets

Life
insurance
sum
assured

Other
financial
assets

MPG

Income Houshold
replacement debt
Protection needed

Value
of nonprimary
property

Value of
liquid
assets

Life
Other
insurance financial
sum
assets
assured

MPG

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

Household income level has no
discernible or consistent impact on the
mortality protection gap…

Another observation from our survey is that vulnerability to mortality shocks does not
correlate with income levels. Figure 5 shows the gap as a percentage of the
protection need and reveals different correlations across the markets. Low-income
households have a higher mortality protection gap in certain markets (eg, India and
Australia) but not in others (Thailand, Hong Kong17 and Japan). This is partly
explained by lower protection needs due to low-income levels and limited household
debt, and greater social security provisions in some markets for low-income families.

17 The low protection gap of lower-income households in Hong Kong is partly driven by lower financial
needs and a relatively high ratio of households having a property, values of which have surged over
recent years.
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Figure 5
Mortality protection gap as a percentage
of protection need by income level

100%
80%
60%
40%
20%

Low income

Middle income

Asia

Advanced
Asia

Emerging
Asia

Hong Kong

Singapore

Australia

South Korea

Japan

Malaysia

Thailand

Indonesia

India

China

0%

High income

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

…but awareness of life insurance
correlates positively with a lower gap.

Meanwhile, as expected, the aggregate mortality protection gap for households
in Asia with no awareness and therefore no ownership of life insurance is higher
(by 6%) than for those which are aware (see Figure 6). Also, the share of insurance
proceeds in household finances is higher in advanced than in emerging Asian
economies, due to generally higher levels of insurance awareness in the former.

Figure 6
Mortality protection gap as a percentage
of protection need by life insurance
awareness

100%
80%
60%
40%
20%

Asia

Advanced
Asia

Emerging
Asia

Hong Kong

Singapore

Australia

South Korea

Japan

Malaysia

Thailand

Indonesia

India

China

0%

Aware of life insurance products
Not aware of life insurance products
Share of life insurance proceeds in financial assets available
Note: Life insurance awareness refers to household’s awareness about the availability of life insurance
products in the market.
Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute
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Sizing and analysing the mortality protection gap in Asia

Insurance ownership also correlates with
lower mortality protection gap.

Another indication of the importance of life insurance is ownership rates. According
to our survey results, the mortality protection gap as a percentage of protection need
is more than 17 percentage points (ppt) higher for households that have never
owned life insurance than those which currently do (see Figure 7). The variance is
widest in Australia (38 ppt) and smallest in India (5.7 ppt). Aligned with this, Figure 8
shows a negative correlation between life insurance penetration and the gap as a
percent of protection need.18

Figure 7
Mortality protection gap as a percentage
of protection need by life insurance
ownership and markets

100%

Do
80%

N

60%

O

O

40%
20%

Own it now
Don’t know

Owned it before, but have already cancelled

Asia
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Asia

Emerging
Asia

Hong Kong

Singapore

Australia

South Korea

Japan

Malaysia

Thailand

Indonesia

India

China

0%

Never owned it

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

Figure 8
Mortality protection gap as a percentage
of protection need and life insurance
penetration rate

20%

Life insurance penetration

15%

Hong Kong

Singapore

10%

South Korea
Japan

5%
Australia
0%

China

Thailand

Malaysia

India

Indonesia

–5%
30%

50%

70%

90%

MPG as a percentage of protection need

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

18 Hong Kong’s high level of life insurance penetration has been bolstered by insurance purchases by
visitors from mainland China. This made up 25.8% of the new individual life insurance premiums in the
first three quarters of 2019 (see Insurance Authority releases provisional statistics of Hong Kong
insurance industry in the first three quarters of 2019, Insurance Authority, 29 November 2019).
However, even without this visitor contribution, life insurance penetration in Hong Kong is high.
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Outlook and opportunity: USD 292 billion in annual premiums
The trend of a narrowing mortality
protection gap in Asia reversed in 2018.

For the survey markets, our analysis shows that the aggregate mortality protection
gap as a percentage of protection need narrowed between 2009 and 2018, but has
since widened again, driven by emerging Asia (see Figure 9). This is mostly due to a
decline in the value of financial assets (eg, Chinese stock market volatility in 2015
and 2016) and soaring levels of household debt in those markets.

Figure 9
Mortality protection gap as a percentage
of protection need between 2009 and
2019

95%
85%
75%
65%
55%
45%
2009

2010
Asia

2011

2012

2013

Emerging Asia

2014

2015

2016

2017

2018

2019

Advanced Asia

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

Main drivers have been rising household
debt and the ongoing shortfall in life
insurance coverage.

Life insurance coverage in many emerging Asian countries has grown rapidly over
the past decade but still falls well short of what is needed to close the mortality
protection gap. Value from non-primary property assets have contributed the most to
the narrowing of the gap, rising from an estimated average of 36% of available
financial assets in 2009 to 42% in 2019. Average household debt levels in Asia
overall have also grown rapidly over the same period (by 4.8% annually), with most
of the increase in emerging economies.

In absolute terms, the mortality
protection gap for emerging Asia overall
could double by 2030.

Across the survey markets, we estimate an increase in the aggregate mortality
protection gap to USD 119 trillion by 2030. If left unchecked, we forecast that the
gap in emerging Asia economies could almost double by the end of the current
decade. The main drivers will be a rapidly ageing population, a declining share of
working age population, continued slow growth in risk premiums, and a lack of social
security benefits. We expect advanced Asia to fare better, based in part on an
estimated 3% decline in the overall population there. We estimate that the combined
mortality protection gap for the advanced markets will continue to narrow, to USD
13.5 trillion by 2030 from USD 16.1 trillion in 2019. The outbreak of COVID-19 in
early 2020 could have widened the gap further. The drop in household wealth at a
time of sharply rising unemployment could significantly reduce availability financial
protection. This may in part be offset by higher household precautionary savings due
to heightened uncertainty. As many governments have exhausted fiscal resources to
deal with the fallout of COVID-19, the availability of social security to help bereaved
families is increasingly limited.
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Sizing and analysing the mortality protection gap in Asia

Table 2
An estimate of the size of mortality
protection gap in 10 Asian countries
between 2019 and 2030, USD trillion

China
India
Japan
Australia
South Korea
Indonesia
Malaysia
Thailand
Singapore
Hong Kong
Asia
Emerging Asia
Advanced Asia

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

2030

CAGR
2019‒2030

40.6
16.5
8.4
2.8
3.9
2.0
0.7
0.9
0.6
0.4
76.7
60.6
16.1

41.3
17.0
8.4
3.1
3.8
2.2
0.7
0.9
0.5
0.4
78.2
62.1
16.1

45.2
19.1
7.6
3.2
3.9
2.2
0.8
1.0
0.6
0.4
83.9
68.2
15.7

45.0
21.2
7.5
3.4
3.6
2.4
0.8
0.9
0.6
0.4
85.8
70.3
15.5

48.6
21.9
7.5
3.2
3.7
2.6
0.9
1.0
0.6
0.5
90.5
75.0
15.5

52.6
24.3
7.5
3.4
3.3
2.6
0.9
0.9
0.6
0.5
96.5
81.4
15.2

51.9
26.8
6.7
3.5
3.4
2.8
1.0
1.0
0.6
0.5
98.2
83.4
14.7

56.1
26.9
6.6
3.7
3.0
3.1
1.1
1.0
0.6
0.6
102.6
88.2
14.4

60.6
29.3
6.5
4.0
3.2
3.0
1.2
1.0
0.6
0.6
109.9
95.1
14.8

59.3
32.1
6.4
4.2
2.7
3.3
1.2
1.0
0.7
0.7
111.4
96.8
14.6

64.3
32.3
5.6
4.0
2.8
3.5
1.4
0.9
0.6
0.6
116.0
102.4
13.6

63.6
35.6
5.6
4.3
2.2
3.5
1.4
1.0
0.7
0.7
118.6
105.1
13.5

4.2%
7.2%
‒3.6%
3.8%
‒5.0%
5.4%
6.9%
0.2%
1.4%
5.8%
4.0%
5.1%
‒1.6%

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

Closing the gap in Asia could yield
USD 292 billion in additional life
insurance premiums annually to 2030.

The mortality protection gap: a near USD-300-billion insurance opportunity
Life insurance is an important source of funding for a household’s protection needs.
Considering life expectancy, projected income, population growth and life risk
premium rates from mortality tables of respective markets, we estimate that closing
the mortality protection gap in Asia could generate an average of USD 292 billion of
additional aggregate life insurance industry premiums every year between 2020 and
2030. More than half would come from China and around a quarter from India.

Table 3
Estimated annual additional life insurance
premiums from surveyed markets between
2020 and 2030 if mortality protection gap
is closed, USD billion

China
India
Japan
South Korea
Australia
Indonesia
Malaysia
Thailand
Hong Kong
Singapore
Asia
Emerging Asia
Advanced Asia

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

2030

Average
2020‒2030

109.2
36.6
20.9
10.6
6.5
5.3
1.8
2.7
1.0
1.3
196.1
155.7
40.4

121.7
49.5
21.0
11.8
7.1
5.9
2.0
2.8
1.1
1.4
224.3
181.9
42.4

123.8
51.1
20.9
11.3
7.7
6.5
2.1
2.7
1.1
1.4
228.5
186.2
42.3

135.5
57.3
19.0
11.7
8.1
6.6
2.3
2.9
1.2
1.5
246.0
204.6
41.5

134.9
63.7
18.9
10.7
8.5
7.2
2.3
2.8
1.3
1.4
251.6
210.9
40.8

145.9
65.7
18.8
11.0
8.1
7.9
2.6
2.9
1.4
1.5
265.7
224.9
40.8

157.9
72.8
18.6
9.9
8.4
7.9
2.8
2.8
1.4
1.4
284.0
244.2
39.8

155.6
80.4
16.6
10.3
8.8
8.5
2.9
2.9
1.5
1.5
289.1
250.3
38.8

168.2
80.8
16.4
9.0
9.3
9.2
3.2
3.0
1.7
1.4
302.4
264.5
37.9

181.7
88.0
16.3
9.5
9.9
9.1
3.6
2.9
1.8
1.5
324.2
285.2
39.0

177.8
96.2
16.1
8.0
10.5
9.8
3.7
3.0
2.0
1.6
328.6
290.5
38.1

192.8
96.9
14.1
8.3
9.9
10.6
4.1
2.8
1.9
1.5
342.9
307.1
35.8

190.9
106.8
14.0
6.7
10.8
10.5
4.2
2.9
2.1
1.6
350.4
315.2
35.2

160.4
78.2
17.2
9.7
9.1
8.5
3.1
2.9
1.6
1.5
292.1
253.0
39.1

Source: Swiss Re Institute
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Consumer perceptions of mortality risk and
associated insurance options
Mindset and perception
Understanding consumer views on their
protection needs is central to closing the
mortality protection gap.

Figures 6 and 7 in the previous chapter show awareness and ownership of life
insurance are correlated with a lower mortality protection gap. The mindset of the
consumer plays an important role in financial planning. If not informed or convinced
of their financial exposure, nor the different choices available to address the risk,
households do not take action to close the gap. It is therefore important to
understand what drives insurance awareness and ownership, and why consumers
fail to adequately insure themselves or take other remedial measures.

Close to 30% of our survey respondents
do not feel the need to prepare financially
to deal with the loss of breadwinner...

Our consumer survey found that close to 30% of respondents underestimate the
importance of preparing financially to deal with the loss of income due to the
premature death of the breadwinner(s) (see Figure 10). More often, households
express greater concern over health, accident risk and retirement planning than the
death of the breadwinner. Younger families where the principal breadwinner(s) is
25‒34 years old tend to downplay the importance of being prepared more than
older-generation households. So do households with more than one breadwinner,
most notably in emerging Asia economies. The outbreak of COVID-19 could have
increased awareness of the need to be better prepared financially, but the principle
concern remains over health and income losses, rather than mortality events.

Figure 10
Awareness of the need to prepare for death
and the impact of losing income of the
breadwinner
67%

33%

China

73%

27%
India

Unnecessary

81%

19%

75%

76%

72%

25%

24%

28%

79%

77%

21%

23%

71%

29%

75%

25%

Malaysia Thailand Indonesia Hong Singapore Japan Australia South
Kong
Korea
Preparing for death is necessary

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

…and over half underestimate the size of
their mortality protection exposure.

Households also underestimate the magnitude of financial stress they would face in
the event of death of the breadwinner(s). Of those where the protection gap is more
than 50% of protection need, more than half (54%) of our survey respondents
underestimate their exposure (see Figure 11). This is most apparent in the emerging
economies. In India, for example, the gap is more than 50% of protection need for
three quarters of respondents, but they believe their exposure is much lower.
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Consumer perceptions of mortality risk and associated insurance options

Figure 11
Actual vs. perceived protection
Asia
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Malaysia

Thailand

Indonesia

32%

22%
6%

27%
8%

33%
7%

27%
9%

72%

65%

60%

64%

Singapore

Japan

Australia

South Korea

53%

40%

46%

45%

13%

10%

41%

45%

100%

50%

59%

38%
54%

9%

0%

8%

Hong Kong
100%

Underestimate high risk
Acknowledge high risk
Low risk

50%

67%

0%

28%

9%

6%

4%

51%

41%

Note: 	Underestimate high risk: mortality protection gap as a percentage of protection need >50% and perceived protection > actual protection
Acknowledge high risk: mortality protection gap as a percentage of protection need >50% and actual protection > perceived protection
Low risk: mortality protection gap as a percentage of protection need <50%
Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

In Asia, household do not use life
insurance as a primary mean to reduce
their mortality risk.

While households in Asia underestimate the size of the mortality protection gap,
most respondents to our survey also said they are not 100% financially confident of
managing financially in the event of a mortality shock. However, they do not
necessarily default to buying life insurance to reduce the risk of financial stress. For
the 60+ age group, life cover is the least popular choice. This is in part due to greater
accumulated savings and the higher cost of insurance at older ages. Earning more is
the most favoured strategy to close the gap across all age groups, followed by
purchasing health insurance (see Figure 12).

Figure 12
Intended action to tackle insufficient
protection, by age groups

70%

60

60%
50%

50

40%

40

30%

30

20%

20

10%
0%
Earn more
20–29

Buy health
insurance
30–39

40–49

Invest more
50–59

Buy life
insurance
60+

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute
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Spend less

Many households expect financial
support from sources outside of home.

Further, many respondents believe they will be able to tap into other sources of
support outside of their families in case of need (see Figure 13). Among respondents
in emerging Asia, around half expect support from employers, friends, relatives or
the government, while 13% pin their hopes on public donations. In advanced Asia
markets, respondents generally expect less support from employers, friends,
relatives or their governments. Australia is the exception, where people have a high
expectation of government and employer support, which may help explain the low
uptake of life insurance there.

Confusing products and cost are top
barriers to take-up of life insurance.

Among respondents who expressed concern over a breadwinner’s untimely death,
more than half had not yet purchased life insurance, mainly due to lack of
understanding of available products and the perception that they are too expensive.
Respondents in China and India are particularly vocal about confusing products,
which could be a function of low financial literacy. Other key considerations are not
being approached by agents (in emerging Asia) and a negative perception of
insurers (in advanced Asia).

Figure 13
Share of households which rely on other
sources of financial support in the event
of death of main breadwinner(s)
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50%

49%

50%
43%

42%

40%

44%

31%

30%
26% 24%
20%

17%

13%

10%

8%
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0%
Compensation from
employer
Emerging

Support from
friends/relatives

Advanced (excl. AU)

Compensation from
government

Public donation

Australia

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

Even those aware of their risk do not buy
enough life cover to close their mortality
protection gap.

Even when households are aware of their risk and buy cover, they are usually those
which see themselves as having higher risk (eg, are not fully healthy or have only one
breadwinner). These families have a larger gap to begin with and, while purchasing
life insurance helps, it may not fully cover their needs.

The impact of socioeconomic factors on uptake of life insurance
Greater awareness generally means
great uptake of life insurance.

In advanced markets, households are generally more aware and concerned about
mortality risk and also have higher ownership rates of life insurance. Our survey
revealed that on average, 46% of respondents own life insurance, with penetration
highest in Hong Kong. Penetration is lowest in Australia, unsurprising given the
expectation for government support. Past outbreak of infectious diseases, for
example SARS in 2003, resulted in higher consumer demand for health and other
protection products. With COVID-19 generating heightened awareness of insurance
and mortality risk, this could have a positive effect on demand for life coverage.

Other socioeconomic factors influence
uptake rates also.

Our survey revealed that other socioeconomic factors impact perception and
ownership rates of life insurance. These are summarised in Table 4.
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Table 4
Socioeconomic factors in Asia influencing household life insurance ownership, according to consumer survey findings
Impact on life insurance ownership

Details

Family structure

Dependency ratios in Asia are rising. Larger
families tend to be more concerned about
mortality risk and have a higher awareness and
ownership of life insurance.

Families with dependents have significantly higher
awareness and ownership of life insurance than families
with no dependents. For example, in Hong Kong 73% of
survey respondents with three or more dependents
currently have life cover, compared with 61% of
households with one or two dependents, and 54% with
none. With declining fertility rates across Asia, average
family size is expected to decline over time, which could
lead to reduced demand for life insurance.

Household debt

Households with high debt levels face larger
mortality protection gaps and are less financially
secure. They are more likely to buy life insurance
for financial protection and peace of mind. The
provision of mortgage life insurance by banks
could be another consideration.

Thailand and South Korea have the highest level of
aggregate household debt as a percentage of GDP of
the 10 sample markets. This in turn drives higher
reported life insurance ownership – 57% in Thailand
and 45% in South Korea. With slowing economic
growth and low interest rates, household debt ratios
could remain high for a sustained period, potentially
boosting demand for life cover in those markets.

Ownership of more
than one property

Wealthy households with more than one property
have lower ownership rates of life insurance than
single-property households.

Ownership of a second property boosts confidence in
financial security and reduces demand for life
insurance. This is the case in Hong Kong and Tier-1
cities in China. For instance, 60% of respondents who
own more than one property in Hong Kong own a life
policy, compared to 70% for single-property families.
High net worth customers owning a second property,
especially in markets with expensive house prices,
should be treated as a separate segment within
high-income families who exhibit a different mindset
towards life insurance products.

Government support

In markets where the government provides
education about being prepared for life risks,
people tend to be more aware of life insurance but
also more reliant on social benefits.

The survey shows that efforts to raise risk awareness
also heightens expectation of government support.
More than one-fifth of respondents in emerging Asia
hold this view. With most Asian markets facing
increasing fiscal pressures and a desire to shift risk from
the public to the private sectors, it is important that
governments promote uptake of private life insurance.

Maturity of insurance
perception

Given different stages of insurance market
development, consumers in emerging Asia prefer
life products bundled with savings and
investment products. In advanced Asia, they
prefer pure life products.

In emerging Asia, households prefer life insurance with
savings and investment components. Customers in
advanced markets prefer pure life products. Our survey
data show that among life insurance owners, 46% in
Indonesia and 39% in Malaysia and China currently
own savings products, compared with 7% in Japan,
15% in Australia and 16% in Korea.

Inflation

Consumers in markets with a record of high
inflation tend to see life insurance as less
attractive. Lapse rates are higher in those
markets.

This is confirmed in Thailand, India and Indonesia,
where the reported lapse rates by respondents stood at
17%, 15% and 15%, respectively, higher than the
regional average of 12%. The average inflation rate in
Asia has fallen and stabilised over recent years, which
bodes well for improvements in lapse rates.

Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute
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In advanced Asia, where households
have no mortality protection gap, life
cover is a main contributor to financial
security.

Figure 14
Composition of financial security for
zero-gap households in advanced Asia as
% of total mortality protection need

Zero-gap households: how much does life insurance contribute?
Asian households employ different strategies to cope with the threat of the untimely
death of household breadwinners. Based on empirical evidence, the Swiss Re Asia
mortality protection gap survey validates the importance of life insurance in
mitigating household financial risk. The survey results show that in advanced Asia,
for those households without a protection gap, life insurance is one of the main
contributors to fully closing the mortality protection gap. Without this insurance,
many households would not be able to cover their protection needs (including
mortgage commitments), and their financial security is potentially vulnerable to
financial and property market volatility (see Figure 14).
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That role is less pronounced in the
region's emerging economies.

In emerging Asia, life insurance plays a much more limited role in the zeroprotection-gap scenario. Income from a property or other financial assets is a
greater (but less certain) source of household financial security.

Figure 15
Composition of financial security for
zero-gap households in emerging Asia as
% of total mortality protection need
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Leveraging insurance to close the protection gap
Increasing consumer awareness and understanding
A broader understanding of mortality risk
is crucial to closing the gap.

Lack of consumer awareness and understanding underpin the mortality protection
gap and low uptake of life insurance in Asia. The task is to close the knowledge gap
by educating consumers about mortality risks, including the potential for
catastrophic income loss, leaving households unable to cover their protection needs
in the event of death of the main breadwinner(s). A good starting point is to help
consumers calculate their own protection needs and understand the financial assets
they have access to.19 A consequence of the COVID-19 pandemic has been
heightened consumer awareness of mortality risk, an opportunity which insurers
should seize upon to close the knowledge gap.

Insurers should help consumers better
understand their mortality protection gap
and protection needs.

It seems the topic of death is not entirely off-limits. Six out of 10 of our survey
respondents said they are open to discussing death, and this willingness correlated
positively with insurance ownership. Even so, consumers tend to overestimate their
available resources and underestimate their protection needs. For example, 61% of
respondents had medium to high level of confidence that they are protected, despite
66% of their protection needs being unaddressed.

To address barriers of purchase, insurers
could offer a lump-sum payment option.

Across all markets, our survey revealed that on average 15% of respondents have
considered buying life insurance but have not done so. A main deterrent cited is
confusing products and the perception that insurance is expensive (see Figure 16).
In addition, respondents are also wary of making the long-term commitment
required by most life insurers (see Figure 17). This is also the main reason given by
those who have let their policies lapse, although life insurance has the second lowest
reported lapse rate (~12%) among traditional lines of business. To address the fear of
having to pay expensive premiums for a long period of time, insurers could offer
products with a lump-sum payment option. They could also eliminate the
misperception of high premiums by, for example, showcasing the cost in relative
terms (eg, the cost of adequate protection is equivalent to the cost of a cup of coffee
a day). Commission-free online insurance can also help reduce costs.

Figure 16
Reasons for not purchasing life insurance
among those who have considered it
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Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute

19 Examples include calculators from organisations like Life Happens and a recently introduced calculator
by the Life Insurance Association Singapore (LIA) on its website.
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Figure 17
Reasons for not increasing investment in
life insurance
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No one-size-fits-all: customisation and differentiation
Life insurance is evaluated on financial
metrics and quality of services.

Figure 18
Selection criteria of life insurance

In advanced Asian markets like Australia, Hong Kong and Singapore, consumers are
cognizant of the value they receive for their money, and “overall cost” is the top
consideration in choosing an insurance product (see Figure 18). The amount of sum
assured is next, cited in particular by our survey respondents in South Korea. In
emerging Asia, including Indonesia, Malaysia, Thailand and China, ease of making
claims ranks high as a factor in decision making. These insights suggest insurers
could attract new clients by developing flexible mortality products with various
levels of pricing and sums assured, and by having a straightforward claims protocol.
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Consumers demand more than just life
coverage: they want different forms of
protection bundling.

Survey respondents also expressed a distinct preference for product bundling. When
given the option, only 10% chose a pure life product. The majority indicated desire
for a wide range of other protection needs, from critical illness (35%) to hospital cash
(30%), accident (30%) and medical reimbursement (30%). Critical illness protection
is the most favoured bundling option for wealthy and older consumers, followed by
hospital/surgical cash and medical reimbursement. Accident benefits are popular
among young consumers, with 40% of 20–29 year olds choosing this option.
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Combining life and health products to provide bundled protection
Figure 19
Illustration: Two forms of accelerated death
benefits as part of a mortality cover
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Benefits accelerated between 25% to 100% sum assured, depending on trigger
Easy to understand
Source: Swiss Re

Accelerated death benefit, as a popular
option, accounts for a total premium of
USD 4.31 billion in the US in 2018.

For cost-sensitive consumers, accelerated death benefits provide an affordable way
to offer cover for critical, chronic and terminal illnesses or long-term care alongside
life cover. Typically sold as a rider to existing life covers, these products have been
particularly popular in the US, representing USD 2.5 billion in premiums in 2018.20
For the less cost-sensitive consumer, comprehensive hybrid covers can be provided
through extensions of benefits which may offer additional accelerated benefits
during times of need, such as when long-term care is required. These made up
another USD 1.8 billion of life premiums in the US in 2018, although the covers were
sold to just 9% of the more affluent population.21

Underwriting and pricing for the hybrid
form of the accelerated death benefits
can be complex

However, underwriting and pricing for these hybrid products can be complex. While
small benefits can be offered with little or no additional underwriting, more complex
hybrid covers require comprehensive health underwriting knowledge and expertise.
To mitigate anti-selection risk, additional questions or a detailed medical history are
required. 22

Insurers should differentiate product
features for different segments and add
flexibility to their products

Consumers also value products that meet their personal budgets and needs. Higher
income groups tend to buy life insurance for investment and tax savings purposes.
Insurers should thus consider embedding and highlighting these elements when
promoting life products to those consumers. At the other end of the spectrum, lowincome consumers focus on affordability and want products that are easy to
understand. Here insurers should offer basic cover, and provide clear explanation.
Further, products can be offered with varying levels of optional health protection
alongside mortality cover, or the sum assured of products can evolve according to
life stage and income. The hedging benefits of combining mortality and morbidity
protection can also help keep premiums at affordable levels. However, care should
be taken that complexity does not lead to confusion on the part of the customer.
Products should not only start simply, but each additional element should be simple
and transparent at every stage of the sales process, including claims.

20 Individual Life Combination Products Annual Review, LIMRA, 2018.
21 Ibid.
22 “Combination Products: An Accelerated Education”, in Product Matters!, Society of Actuaries, Issue
113, July 2019.
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Swiss Re and a client have launched an
innovative product providing
customisable covers and optional
supplementary benefits.

The product is designed to have flexible
bundling and optional benefits that can
meet the changing needs of families

Figure 20
Bundling life insurance with other risks

Flexible and customised protection for changing household needs
To address the needs of families undergoing different life stages and facing changing
risks, Swiss Re collaborated with a client in Singapore to design a life product that
can be flexibly customised at a personal level. On top of the life cover, this family
concept offers customisable covers against terminal and critical illness, and total and
permanent disability. Customers can choose their preferred premium payment term
and coverage amount. There are also supplementary benefits that customers can
opt for based on the family’s needs, such as optional payouts for admission into an
intensive care unit (ICU), or coverage for children against juvenile medical conditions.
In a market where family concepts have proven effective, the product also offers a
kinship booster benefit, which provides an additional 10% of cover when an
immediate family member purchases the same product.
This is a good example of how insurers can leverage flexible bundling and optional
benefits to meet a family’s unique financial and personal needs. Offering increased
coverage after family purchase as well as special benefits for children encourages
customers to think about their families in their buying decision. It is important that
customers have the right protection for their families for the long term, not just what
seems sufficient for the present.
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In addition to financial relief, life insurers
can also provide services to alleviate the
resource burdens a family faces.

Value-added services to help households cope with the resource burdens that arise
from the loss of main breadwinner(s) can be another source of differentiation and
customisation. These include childcare services, estate management and financial
planning, and can be offered in addition to the purely financial compensation that life
insurance provides.23 This is especially the case in China, South Korea, Indonesia and
Hong Kong. In China, our survey results show that concerns over these resource
burdens is even greater than concern about the financial loss.

23 “Resource burden” refers to the surviving spouse becoming a single parent and finding it hard to take
care of his/her career/children/dependent parents.
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Figure 21
Top concerns in the event of untimely
death of a breadwinner
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Engage consumers with the right
approach at the right time. Human
engagement is an essential part of the
sales journey for life insurance.

Our investigations show that both the context and the method of sales strategies are
crucial for successful engagement. Among our survey respondents, around 30% of
consumers who own a life policy cited an agent’s recommendation and 28% the
recommendation of family or friends as the purchase trigger, demonstrating the
importance of personal interactions in the buying process. We recommend that
insurers craft a distribution strategy that addresses the personal networks of
consumers, including trusted agents, financial advisors and peer relationships.

Insurers should align their distribution
strategies with known purchase triggers.

An example is aligning distribution to known purchase triggers. Our survey shows
that while recommendations from agents and friends shape purchase decisions,
there are differences across markets as to why consumers seek life insurance. In
Australia, Japan, Korea, Singapore and China, life events such as marriage, having a
baby or age-related milestones are important triggers (see Table 5). In Malaysia,
Thailand and India, on the other hand, consumers seek life insurance for investments
and tax savings. Aligning distribution methods to the triggers will help engage
consumers at the right time and in the right context.

Table 5
Top triggers of life insurance purchase
Unweighted base

China

Indonesia

Malaysia

Thailand

1716

886

609

828

Top triggers

̤̤ Agent/broker 37%
̤̤ Friend 35%
̤̤ Breadwinner gets old 31%

̤̤ Friend 29%
̤̤ For investment 27%
̤̤ Tax savings 26%

Disroptionately
high

̤̤ Breadwinner gets old 31%
̤̤ Accident/sick/death 25%
̤̤ Promotions 23%

̤̤ Tax savings 26%
̤̤ For investment 28%
̤̤ Parents get old 20%
̤̤ Promotions 22%
̤̤ Inspired by articles 17%

Unweighted base

̤̤ Agent/broker 32%
̤̤ Friend 31%
̤̤ For investment 28%

̤̤ For investment 38%
̤̤ Friend 37%
̤̤ Agent/broker 29%

̤̤ Tax savings 25%

̤̤ Promotions 27%

Singapore

Japan

Australia

390

484

342

201

̤̤ Got married/baby 24%
̤̤ Bought a property 18%
̤̤ Purchased with other
insurance 16%

̤̤ Agent/broker 34%
̤̤ Friend 25%
̤̤ For investment 20%

̤̤ Agent/broker 35%
̤̤ Friend 26%
̤̤ First salary 15%

̤̤ Friend 23%
̤̤ Got married/Baby 22%
̤̤ Agent/broker 20%

Disroptionately
high

̤̤ Agent/broker 34%
̤̤ Breadwinner gets old 19%

̤̤ Agent/broker 35%
̤̤ First salary 15%

̤̤ Friend 23%
̤̤ Got married/baby 22%

571

̤̤ Agent/broker 35%
̤̤ Tax savings 25%
̤̤ Friend 23%

Hong Kong
Top triggers

India

South Korea
477

̤̤ Agent/broker 35%
̤̤ Friend 34%
̤̤ Accident/sick/death

Note: Text in orange refers to where consumers receive recommendations; blue refers to financial reasons for considering life insurance, and green to life events
that trigger consideration of insurance.
Source: Swiss Re Asia mortality protection gap survey 2019, Swiss Re Institute
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Agents and brokers remain the dominant
channel in Asia, but customers are open
to online engagement.

According to our survey, agents and brokers remain the preferred channel for buying
life coverage in Asia, accounting for 71% of sales. Only 11% of sales were transacted
through digital channels. Yet 73% of respondents said they are willing to search for
information online, 57% are willing to apply for life insurance online and 54% are
ready to complete the purchase process online. This acceptance of digital interaction
is highest among younger, higher-income and current insurance owners (see
Figure 22). To win new business, insurers can encourage consumers to do their
research online while maintaining a human element to explain products where are
needed. For existing customers, digital engagement can increase retention and help
cross-sell additional live cover or other products. The outbreak of COVID-19 further
highlights the urgency for insurers to adopt digital platforms in order to continue to
serve their customers.

Insurers should go for an omni-channel
distribution strategy that combines
digital and human engagement.

An omni-channel outreach and strategy that leverages digital channels to optimise
agent interactions with policyholders can yield the best results. For example, insurers
can use social media and third-party data platforms (eg, banking relations) to more
effectively drive agent engagement, and can also use digital tools to accelerate
application and payment processes. For the young and wealthy, insurers may want
to test a completely digital-enabled purchase journey while still offering consumers
the opportunity for face-to-face consultation when needed or requested.

Figure 22
Acceptance of digital channel
LHS: by age
RHS: by household income
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Target segments
Each target group is unique and warrants its own strategy. Here we showcase two
particularly underserved consumer segments to illustrate strategies to improve their
insurance uptake.
#1 Young professionals (25–34 years old)
Young professionals represent 8% of our sampled population, but account for 26% of
the Asia’s total mortality protection gap. They are typically high-earning, welleducated and have busy work and social lives. They are also embarking on major life
events such as marriage, having children or buying a house. Young professionals
have the highest average protection gap per household (USD 416 000 see Figure
23, LHS) and 78% of their mortality need is unprotected (RHS). This presents a
significant opportunity for insurers.

Young professionals account for 26% of
Asia's mortality protection gap, a major
insurance opportunity.

Figure 23
Average protection gap per household in USD by monthly household income and breadwinner’s age (LHS)
Protection gap as a percentage of protection need by monthly household income and breadwinner age (RHS)
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Understanding the young professionals’ protection gap
̤̤ High protection need: More than 80% of young professionals have at least one
child dependent (age 17 or below), and 32% have both young and old (65 and
above) dependents. Households with only young dependents are especially
vulnerable, with the highest average protection need (USD 461 000).
̤̤ Low existing protection: The life insurance awareness-to-ownership gap is high.
Young professionals have similar awareness as older households but only 48%
have cover. Of high-income 40-year-old + households, 60% have life insurance.
̤̤ Overconfident: Young professionals tend to be confident and underestimate their
financial needs. When they do want more financial security, they look to earn
more money or buy health insurance, before considering life coverage.
Key characteristics
̤̤ Ease of making claims and period of coverage are the most important
considerations for young professionals when buying life insurance.
̤̤ They prefer accident and medical reimbursement as bundling options for life
cover, as they believe they are more likely to be in an accident than die.
̤̤ They place high value on recommendations from family and friends in product
choice. Investment returns and tax savings are also important considerations.
̤̤ Young professionals in Asia are more accepting of digital channels: 23% of those
who own life insurance made the purchase through a website or app. The average
in the region is 11%.

24

Swiss Re Institute Closing Asia’s mortality protection gap July 2020

Product recommendations
̤̤ Customised to life events: Insurers can design products to be introduced at
important life milestones such as having a child. For example, products can be
built with an investment element that performs like a college fund. The product
can also offer child- and elderly-care benefits.
̤̤ Short-term benefits: Products can incorporate elements which provide periodic
rewards or more immediate benefits to ease concerns about insurance being a
long-term financial commitment. Insurers can also consider including accident
and medical benefits in life insurance.
̤̤ Flexibility: Given this segment’s aversion to long-term commitment, products
could feature flexible periods of coverage or provide pre-defined intervals for
customers to review their policies.
̤̤ Education: Build messages that help consumers see the need for life insurance
despite their young age and high incomes. This group’s relatively low risk profile is
ideal for simplified underwriting or guaranteed offers. The need to support young
children should also be emphasised, and likewise the unique ability of life
insurance to protect against mortality risk, which no other financial products do.
̤̤ Digital distribution: Distribution should be digitally enabled so that consumers
can source information, apply for cover and make payments on mobile devices.

In Asia, households where women are
the main breadwinners still have high
unmet protection needs.

#2 Sole female breadwinners
Historically, Asia has had low levels of female participation in the labour force.
However, the numbers are growing and increasingly, women are becoming key
breadwinners. In our survey, 26% of households had female breadwinners, and 6%
had sole female breadwinners. The rate of female participation is highest in China,
and has been growing strongly in Japan. The sole female breadwinners in our survey
are from all age groups, are typically medium- or low-income earning, and make the
financial decisions for their households. Three-fourths are married and a third
support both young and old dependents. In this household constellation, with the
inequalities that still prevail, on average 72% of protection needs are unmet.
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Figure 24
Demographic distribution of female sole breadwinner population in Asia
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Understanding the protection gap
̤̤ Lack of concern for mortality: In our survey, women as the sole breadwinner have
the highest awareness of mortality risks (88% are aware) compared with other
segments, and the lowest financial confidence level if the breadwinner passes
away (on average 49% confident). However, they view death as a remote risk and
do not place high priority on life cover. They are more concerned about “long-term
health” than death (65% vs 21%). Lapse behaviour tells the same story. Around
67% of respondents lapsed because they felt “no need,” and 40% of those
reduced their life cover because they see themselves as “low risk.”
̤̤ Preference for self-reliance: This group tends to be extremely independent. While
they are aware of risks, our survey found that women who are main breadwinners
prefer to rely on their own earning abilities, citing “investing more” and “earning
more” as their top choices to address under-protection. This reflects in their life
insurance ownership rate of 32%, the lowest of all household earning structures.
Key characteristics of sole female breadwinners
̤̤ According to our survey, the top considerations when purchasing insurance are
sum assured and return of premium. Sole female breadwinners also prefer longterm care, accident and hospital cash as bundling options for life cover.
̤̤ Purchase triggers are tied to external events: “My family or me encountered
accident/sickness/death event” (37%), or social influence: “Family or friend
recommendations” (22%).
̤̤ While agents and brokers remain the top purchase channel, 33% purchased
through “telephone sale, bank or insurance branch” and 18% purchased online.
̤̤ A high proportion (83%) are open to getting information online but for actual
transactions, they prefer human engagement. Only 55% of the women of as main
breadwinner in our survey are open to making applications for cover online.
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Product recommendations
̤̤ Offer more than pure life: Product bundling preferences including addition of
cover for long-term care, accident and hospital cash.
̤̤ Financial attractiveness: Given this group’s penchant for earning and investing,
products should have attractive and flexible levels of sum assured.
̤̤ Emotional marketing: This segment is generally averse to life insurance but
when they do purchase, it is because of a major event such as accident, sickness
or death. Product marketing should leverage these triggers and encourage
breadwinners to think about their children or future risks.
̤̤ Digital channels: As women are open to different engagement channels, insurers
could use a multi-channel campaign, combining in-person promotion, telephone
sales, bancassurance and online elements.
̤̤ Community building: Women value communities and each other’s
recommendations and support. Insurers can consider linking products with a
community platform or selling within existing female professional networks.

Insurers can use the insights gained from
behavioural economics to improve sales,
and to reduce lapse rates and fraud.

Figure 25
Changing presentation to increase
engagement

Behavioural economics can help close the mortality protection gap
Given the influence of consumer behaviours and preferences in shaping the mortality
protection gap, insurers can leverage insights derived from behavioural economics
to drive more uptake of risk protection solutions.24 Many insurers already do so to
improve sales, reduce lapse and control fraud. Choice architecture has been proven
to help individuals make better financial decisions.25 It suggests customers are
influenced by the way options are presented, including the number of choices, layout
and the way attributes are described.
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A few simplification measures can also
help win new business.

Insurers can take cues from this to simplify application forms, remove financial and
technical jargon, and improve understanding through reduced options, to win over
new customers. Similarly, a few website design changes can help nudge a customer
toward completing a purchase.26 Things to consider include:
̤̤ Decision-bundling: In isolation, mortality protection can seem an unnecessary
luxury for someone who is healthy and not concerned about death. However, at
certain points in life, such as when starting a family or taking out a mortgage, that
person typically evaluates his or her protection needs, an opportune time for
insurers to encourage consumers to also consider mortality protection.
24 Behavioural Insights and Public Policy: Lessons from Around the World, OECD, 2017.
25 R. Thaler, C. Sunstein, Nudge Improving Decisions About Health, Wealth, and Happiness, Yale
University Press, 2008.
26 L. Lubczanski, T. Zhang, I. Thomson-Cook, Behavioral Economics – A Solution for Insurers’ Pain Points,
Institute of Insurance Economics, Univesity of St. Gallen, 2019.
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Figure 26
Presenting insurance in holistic terms
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Source: Swiss Re

̤̤ Future visioning: People tend to overestimate the odds of positive things
happening to them in the future and underestimate the risks they face. Reframing
life cover as a stepping stone to a bright future for the family, rather than sell the
idea as compensation in the event of death, could change how people perceive
life insurance and increase uptake.
̤̤ Future regret: People tend to undervalue future relative to present-day benefits.
Encouraging consumers to imagine the future consequences of current decisions,
like not purchasing enough insurance, is another means to increase engagement.
Real consumer stories shared via articles, forums or interview videos can be
helpful to encourage consumers to make decisions today that their future self will
be thankful for.
̤̤ Short-term rewards: Our survey revealed multiple perceived barriers to life
insurance purchase such as, cost, even though the price itself may be affordable.
This reflects the perception that life insurance lacks value. The remoteness of
death alongside the need to pay today for a benefit to be realised long in the
future, contributes to this perception. To mitigate this, insurers can introduce
short-term benefits which complement long-term mortality protection, like
bundling with cheap health cover or providing intermittent gifts/ rewards.
̤̤ Optimise distribution channels to overcome decision inertia: Behavioural
economics has demonstrated that people tend to refrain from making a decision
rather than potentially making the wrong one. This can explain why consumers
tend to use digital channels to research life insurance, but seek advice from
another person to make the final purchase decision. As consumer purchasing
behaviour evolves, insurers should offer a variety of channels for consumer to both
research and purchase different insurance products, rather than a traditional onesize fits all sales approach. Applying insights from behavioural economics can
help insurers optimise the context of each decision to match consumer
preferences, like offering a seamless link to an agent for support to confidently
purchase insurance online at a time and place that suits them.
Swiss Re studies demonstrate the utility
of behavioural economics in closing
protection gaps.

Swiss Re’s behavioural research unit has executed more than 170 projects. The
studies demonstrate the impact of behavioural economics techniques to boost sales
and enhance underwriting processes. Success stories include:
̤̤ a 16% increase in engagement rates on an online networking platform achieved
through a client promotional article;
̤̤ a 200% increase in in-app sales after introduction of app notification messaging
and timing;
̤̤ a 60% increase in upsells after improving a telemarketing script;
̤̤ a 4 percentage point increase in renewals after a change in the renewal letter
based on insights derived from behavioural economics; and
̤̤ a 27% improvement in smoker status, a 31% improvement in drug use and 3%
improvement in alcohol consumption disclosures after similarly behavioural
economics informed changes in an insurer’s application form.
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Market deep dives
Australia
̤̤
̤̤
̤̤
̤̤
Figure 27
Components of household protection
coverage, USD billion

Mortality protection gap in 2019: USD 2.8 trillion
Mortality protection gap as share of protection need: 54%
Life insurance covers around 18.8% of mortality protection need
Mortality protection gap per household: USD 552 625
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Australians rely heavily on their
superannuation funds for protection.

Australians are open to digital channels,
but more than two thirds buy life
insurance via traditional channels.

Insurers should…

Consumer perceptions and behaviours
Voluntary life insurance ownership in Australia is the lowest (22%) among the survey
markets.27 This is partially due to Australians’ lack of concern about the financial
impacts of death. Over 70% of our survey respondents said they are not concerned
about dying. Over half believe they will receive sufficient compensation from the
government or through their superannuation balance being paid out in case of the
death of the household breadwinner(s). Over two-thirds of our respondents with life
insurance bought their cover through their superannuation fund, a financial planner
or their employer. Among the advanced markets, Australia has the highest
proportion of very high-gap (gap > 90%) households (23%).
Price is the biggest concern with respect to buying life insurance, and around onethird of survey respondents said they are not willing to make a long-term
commitment. Younger generations said life insurance products are confusing.
Australians are interested in researching online (58% interested, 42% not), but are
sceptical about applying for and purchasing insurance online.
Recommendations to narrow the mortality protection gap
̤̤ address the underlying lack of concern about mortality risk by helping consumers
calculate their actual mortality protection gap or help them visualise their needs
should a breadwinner die;
̤̤ offer bundled products through non-advised (direct-to-consumer) channels,
including digital and phone-based, to overcome the perception that insurance is
expensive. Advisors are already obliged to recommend a full suite of bundled
products. Survey respondents’ preferred bundling options for life cover are critical
illness, accident and disability protection. These should be policy riders with
variable levels of cover to cater for different levels of willingness to pay; and
̤̤ link insurance promotions with life events like having a child or purchase of a first
property, to take advantage of Australians’ tendency to seek insurance in tandem
with major life events. Big Data and analytics tools make it easier than ever to
understand consumers’ lives and preferences. All told, we recommend an omnichannel rather than a pure digital distribution approach as financial advisers are
still the favoured channel for private sales.
27 Insurance ownership refers to protection outside of state-mandated superannuation currently owned by
the survey taker.
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China
̤̤
̤̤
̤̤
̤̤
Figure 28
Composition of mortality protection
coverage in China, USD trillion

Mortality protection gap in 2019: USD 41 trillion
Mortality protection gap as share of protection need: 70%
Life insurance covers around 4.1% of national mortality protection need
Mortality protection gap per household: USD 202 096
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The gap between risk awareness and
insurance ownership is largest in China.

The main reason Chinese customers do
not buy life insurance is lack of
understanding. Price is less of a concern.

Insurers should…

Consumer perceptions and behaviours
Life insurance awareness in China is high (86%), but only 37% of survey respondents
reported having any cover. The awareness-ownership gap is widest among lowincome households (about 60%). Up to 65% of households said they intend to earn
more to bolster protection, rather than buy life cover, reflecting a tradition of hard
work and modest lifestyle, while avoiding the topic of death. The COVID-19 crisis
could have positive effect on the awareness-ownership gap. With awareness
reinforced, many consumers have shown willingness to act to close their gap.
Our survey respondents cited lack of understanding of insurance products as a main
issue. Around 24% said they have considered life insurance but ended up not buying.
More than 40% did not because they found the products too confusing. Cost
appears to be less of a factor (35% of respondents expressed concern on cost
grounds) than in other Asian markets (average of 51%). Further, more than half of
those who have never considered life insurance tend to overestimate the cost of
cover. Encouragingly, 41% of respondents show intent to buy life insurance “in the
near future”, indicating a robust short- to medium-term sales pipeline opportunity.
Recommendations to narrow the mortality protection gap
̤̤ collaborate with government and other stakeholders to build risk awareness and
educate consumers on the utility of life insurance in managing mortality risk;
̤̤ keep pace with upgrades in digital capabilities to: 1) make pricing and
underwriting more efficient; and 2) extend their reach, taking advantage of
China’s high digital penetration.28 Here insights from Big Data and data analytical
tools can help, enabling insurers to offer products tailored to customer needs;
̤̤ target young professionals29 in Tier 1 and 2 cities, the segment with the largest
protection gap. Younger generations put more weight on the importance of a
product than its price, and are more inclined toward rational decision making;
̤̤ make more use of microinsurance to reach consumers in lower tier cities and rural
areas, where life insurance penetration is typically low; and
̤̤ maintain in-person engagement, in particular for more complex products. Nearly
half of our survey respondents who searched online said they ended up not
buying. Agents can help potential customers make purchasing decisions.
28 Digital penetration in urban areas was 74.6% in 2018: China Internet Network Information Center
29 Typically aged between 25–44, with dependents who are <17 years old and middle to high income
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Hong Kong
̤̤
̤̤
̤̤
̤̤
Figure 29
Components of household protection
coverage, USD billion

Mortality protection gap in 2019: USD 0.4 trillion
Mortality protection gap as share of protection need: 41%
Life insurance covers around 13.5% of mortality protection need
Mortality protection gap per household: USD 267 938
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The life insurance awareness-ownership
gap in Hong Kong is the lowest in Asia.

Price (or perception of high cost) is the
main reason Hong Kong residents do not
buy life cover.

Insurers should…

Consumer perceptions and behaviours
Hong Kong’s average protection gap as a percentage of need, and also total gap, are
the lowest in Asia. According to our survey findings, among the advanced markets,
Hong Kong has the lowest proportion of very high-gap households (6.6%). It has one
of the highest levels of life insurance awareness and ownership, resulting in the
lowest awareness-ownership gap (31%).30 However, young (aged 20–29) and
low-income groups are underinsured. Households rely heavily on non-primary
property asset value for financial security. Agents dominate with 70% of life sales.
Price is the main concern for consumers, with 44% of those in our survey having
considered purchasing a life policy ending up not doing so because of the perception
that insurance is expensive. Further, 63% of policyholders among our survey
respondent terminated their contracts because they could no longer afford the longterm commitment. This rate spikes to 81% for the younger age group (20–29 years).
Recommendations to narrow the mortality protection gap
̤̤ target young professionals’ households, who have high mortality protection gaps
driven by young dependents and low savings. They also have less financial
security from non-primary property assets. Insurers should offer policies with
attractive metrics like competitive price-to-benefit ratios or premium returns.
Insurers can also build on this segment’s openness to digital interaction, especially
with COVID-19 changing purchaser acceptance of non face-to-face channels;
̤̤ target high net worth individuals (HNWI)31 with products that maintain a family’s
standard of living should a main breadwinner die. This would appeal given the
high and rising cost of living in Hong Kong. With confidence in their level of
wealth, HNWI are likely to own less life cover, which has led to their mortality
protection gap being larger than that of mid- to low-income households; and
̤̤ bundle life products with savings or investment schemes, given the propensity of
HNWI population segment to seek investment returns and return of premiums.
However, with the increased cautiousness and the low interest rate environment
driven by the COVID-19, customers will likely focus more on protection products.
30 This refers to the difference between the percentage of respondents aware of life insurance and the
percentage of respondents who own a life policy
31 People with wealth more than USD 1 million are defined as HNWI. See: https://hongkongbusiness.hk/
economy/asia/apac-high-net-worth-wealth-down-5-in-2018-0
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India
̤̤
̤̤
̤̤
̤̤
Figure 30
Components of household protection
coverage, USD trillion

Mortality protection gap in 2019: USD 16.5 trillion
Mortality protection gap as share of protection need: 83%
Life insurance covers around 1.2% of mortality protection need
Mortality protection gap per household: USD 58 618
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A key drivers of India's large mortality
protection gap is households' reliance on
a single breadwinner.

Indians do not show clear motives or
preferences for product features.

Insurers should…
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Consumer perceptions and behaviours
In absolute terms, the mortality protection gap is largest for the 25–34 year old age
group, accounting for 68% of per household total. However, in terms of percentage
of total protection need, the gap is almost the same across all income groups. Indian
households are disproportionately dependent on a single breadwinner (89%) and
have the highest dependent-to-income earner ratio (almost 2:1) in Asia. According to
our survey findings, India has the largest number of individual households with a
very high (90%+ of protection need) and high (50-89% of protection need) mortality
protection gap: 44% of households have a gap in excess of 90% of their protection
needs. India also has the lowest number of low-risk households (18%).
In general, Indian consumers seem much less decisive than in the other survey
markets with respect to purchasing motive and product features. According to the
responses to our consumer survey, the most influential purchasing trigger for life
insurance is recommendation from a friend (29%), although the investment element
(27%) and tax savings (26%) are almost equally important. On product features, sum
assured was cited as the most important consideration (by 44%), followed by return
of premiums (42%) and claims (41%).
Recommendations to narrow the mortality protection gap
̤̤ target the middle- and low income markets, which are currently under-served;
̤̤ provide more comprehensive coverage as opposed to pure protection products.
Insurers could bundle life with other small premium riders, such as accident,
medical reimbursement and long term care;
̤̤ use an omni-channel sales approach, including digital. In our survey, one in five
said they have purchased insurance online before;
̤̤ offer underwriting, distribution and claims services for simple bundled life
protection through digital channels. Use agents for sales of more complex and
expensive policies with savings elements for high-income households; and
̤̤ make products as simple and easy-to-understand as possible, with clear
marketing communication. Respondents to our survey said they find life products
complex and difficult to understand.
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Japan
̤̤
̤̤
̤̤
̤̤
Figure 31
Composition of mortality protection
cover in Japan, USD billion

Mortality protection gap in 2019: USD 8.4 trillion
Mortality protection gap as share of protection need: 61%
Life insurance covers around 20.6% of national mortality protection need
Mortality protection gap per household: USD 304 150
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Insurance awareness and ownership has
an impact on the protection gap.

Most people, particularly women, in
Japan buy insurance from agents.

Insurers should…

Consumer perceptions and behaviours
The size of Japan’s mortality protection gap correlates inversely with age but
positively with income. However, the gap as a percentage of protection need is only
marginally higher for high- than for lower-income households. Awareness is an
important factor: the results of our survey show that those who own life insurance
have a lower mortality protection gap than those who do not.
Agents remain the dominant distribution channel (60% of sales), with brokers a
distant second. Younger people in our survey showed interest in brokers (20%), but
are no more inclined to use digital channels for research or purchase than any other
age group. Japanese women do not seem to trust digital, the survey findings
suggest: most do not go online at any stage (research, application nor purchase).
Recommendations to narrow the mortality protection gap
̤̤ offer easy-to-understand products. Across all ages, survey respondents said the
complexity of life products is a greater barrier to making a purchase than price.
This is especially so for younger consumers (20–29 years);
̤̤ target female breadwinners, who are under-served. Insurers should offer
customised product offerings, in particular when a woman is the sole breadwinner
of a household. Products could be bundled with other preferred protection
services such as hospital cash. Their distrust of digital channels points to the need
to continue to use agents or brokers as the main distribution channel; and
̤̤ help consumers build their knowledge of their household protection need. Despite
significant insurance penetration in Japan, 68% of households still have a
mortality protection gap and, according to our survey findings, 45% of households
underestimate their protection need. Overcoming the mindset of being overinsured will be necessary to correct a pervasive misunderstanding of protection
need. Agents can help consumers calculate their protection needs. Simple online
calculators such as those provided by US non-profit organisation Life Happens32
and the Life Insurance Association of Singapore33 are also useful.

32 See Life Happens calculator: https://lifehappens.org/insurance-overview/life-insurance/calculateyour-needs/
33 See Life Insurance Association calculator at: https://www.lia.org.sg/tools-and-resources/insurancecalculator-intro/insurance-calculator
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Market deep dives

Singapore
̤̤
̤̤
̤̤
̤̤
Figure 32
Components of household protection
coverage, USD billion

Mortality protection gap in 2019: USD 0.6 trillion
Mortality protection gap as share of protection need: 55%
Life insurance covers around 14.8% of mortality protection need
Mortality protection gap per household: USD 644 725
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The mortality protection gap per
household in Singapore is the highest in
Asia.

Awareness in Singapore is the highest in
Asia, but life insurance ownership is
lower than in Hong Kong and Japan.

Insurers should…
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Consumer perceptions and behaviours
Households in Singapore have the highest average mortality protection gap per
household of the survey markets, with more than half of protection needs not
covered. Households rely equally on value from non-primary property assets and life
insurance to cover protection needs. Younger households have larger gaps. Of late
the mortality protection gap as a percentage of protection need has been declining.
Awareness of life insurance in Singapore (~92%) is highest of all the advanced Asian
markets, but this does not translate into also very high ownership. Perceived high
cost is the main barrier to purchase, cited by 47% of our survey respondents. A
second barrier is a negative perception of insurance (23%) which is higher than in
other markets. Singapore consumers pay equal attention to other factors when
considering buying life insurance: sum assured (51%), return of premiums when
policy matures (45%), ease of making claims (41%), and coverage period (41%).
Recommendations to narrow the mortality protection gap
̤̤ focus on under-protected segments such as young professionals and female sole
breadwinners. Our survey results show young professionals are more likely to
consider life insurance at key life milestones such as marriage. For female sole
breadwinners, agents and friends’ recommendations play an influential role;
̤̤ build digital distribution capabilities. Consumers in Singapore are digital
savvy. Respondents to our survey said they are open to doing research,
completing insurance applications and making payments digitally. As consumers
are more familiar with insurance products than in other Asian markets, they are
also more likely to be receptive to digital experimentation in the insurance buying
experience. This is an avenue that insurers could take advantage of to tackle the
cost barrier by offering more affordable bite-sized, modular products to engage
consumers and, by providing a positive experience, to mitigate the negative
perception of the industry among the city state’s residents; and
̤̤ link life sales to consumers’ lifestyles and commitments. In particular, mortgages
have a large effect on protection needs, which insurers can leverage. Singapore
has one of the highest property ownership rates in Asia. Insurers could
differentiate based on ease of application or offer modifiable coverage as
mortgage protection need declines. Insurers should also bundle family protection
elements with life cover as consumers get married, have children or when one of
their parents begins to require increased care.
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South Korea
̤̤
̤̤
̤̤
̤̤
Figure 33
Components of household protection
coverage, USD billion

Mortality protection gap in 2019: USD 3.9 trillion
Mortality protection gap as share of protection need: 55%
Life insurance covers around 16.6% of mortality protection need
Mortality protection gap per household: USD 330 752
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There is a high life insurance awarenessownership gap in Korea.

The perceived high cost of life insurance
is a major barrier to purchase.

Insurers should…

Consumer perception and behaviours
Value from non-primary property assets and life insurance are the major sources of
mortality risk financing in South Korea. Yet, of our survey respondents, 87% are
aware of life insurance, but only 58% have coverage, meaning a still significant
awareness-ownership gap. Over half the respondents have never owned nor
considered buying life insurance. A contributing factor to low uptake could be that
the topic of death still carries stigma: only 56% of respondents said they can discuss
death openly or somewhat openly with their family, the lowest rate in Asia.
According to our survey findings, a perception that life insurance is expensive deters
many from purchase. Also, women in particular are concerned about making a longterm commitment to a life policy. The principal household breadwinner contributes
on average 79% of household income. This heavy reliance on single incomes
generates strong concern over the loss of the breadwinner, with 81% of respondents
reporting that losing the breadwinner’s income would have significant impact.
Recommendations to narrow the mortality protection gap
̤̤ differentiate life products by bundling with services that help cope with the loss of
a family member. Three in 10 respondents said resource burden is their biggest
concern in the event of mortality shock;
̤̤ combine life and health products in bundled protection to overcome scepticism
about the value of life insurance. In our survey, 61% of respondents said they
decided to forego purchase because they felt it was not worth the money; with
COVID-19, people are more directly appreciating the importance of being healthy,
and the interest towards health products has strengthened; and
̤̤ introduce life insurance in the context of planning early retirement (before 60s).
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Market deep dives

Indonesia, Malaysia and Thailand
̤̤ Aggregate mortality protection gap for the three: USD 3.6 trillion
̤̤ Combined mortality protection gap as share of protection need: 74%
̤̤ On average, life insurance covers around 5.4% of total protection need
Figure 34
Components of household protection
coverage, USD billion
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Families in Indonesia, Malaysia and
Thailand tend to be large.

Consumer perception and behaviours
Households in Indonesia, Malaysia and Thailand rely on value from non-primary
property assets (10.5%) as a main source of funds in times of need. The mortality
protection gap in these markets is highest among 25‒34 year olds. Further, families
tend to be large, translating into high dependency ratios. This could be a reason
behind the more than 40% of respondents in our survey (much higher than in other
markets), expressing concern about the risk of death of the main breadwinner(s).

In Thailand, awareness and life insurance
ownership translate into lower protection
gaps.

Thailand has the highest level of awareness and life insurance ownership (59%) of
the three countries, Indonesia the lowest. In our survey markets, respondents in
Malaysia are most aware of the need to prepare for death, and have considered life
insurance as an option. However, many find the cost to be a significant hurdle,
particularly as many have a mortgage (53%, the highest of all markets).

Investments and tax deductions are key
sales drivers in Indonesia and Malaysia.

In Malaysia and Indonesia, around 40‒50% of total life premiums sold are bundled
with savings components, and investment is an important purchase trigger. Tax
deduction benefits in Thailand and Malaysia serve as further incentives for purchase.
Nevertheless, for our survey respondents in all three markets, price is the biggest
barrier to purchasing additional mortality coverage.

Insurers should…

Recommendations to narrow the mortality protection gap
̤̤ simplify product offerings, better explain their value proposition and improve their
claims services. This is to overcome the widely-held negative perception of the
industry across the three markets, and also that insurance is too expensive;
̤̤ bundle family protection elements with life cover to meet the needs of large
families with high dependency ratios;
̤̤ promote bancassurance, which is an emerging channel for life insurance sales,
alongside still-important agents and brokers;
̤̤ build digital presence. Consumers are receptive to digital channels in all three
markets, in particular Malaysia, so technology has the potential to boost sales.
Insurers should also invest in targeted digital marketing; and
̤̤ shift their product mix from savings-type to pure protection life insurance, This is
to meet the needs of a growing middle-income class that places more emphasis
on protection of important risks in life-stage planning. It also addresses the
increasing pressure on insurance providers to meet expectations of investment
returns in the environment of low interest rates.
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Conclusion
Families with young breadwinners are
most exposed to financial hardship in the
event of the premature death of a
household's main breadwinner(s).

Asian households are highly vulnerable to financial hardship in the event of the
premature death of a primary breadwinner(s). The most exposed are households
with young earners, which have the highest protection need given the longer
periods of dependency still outstanding. Low levels of insurance penetration and low
accumulated savings are also major factors driving the shortfall.

The mortality protection gap will
continue to widen if left unchecked.

The long-term trend shows that financial vulnerabilities for people in Asia-Pacific
have been rising over recent years. Rising incomes and soaring levels of debt,
combined with a very low level of insurance penetration and insufficient social
security benefits, have been driving an ever-widening mortality protection gap. If left
unchecked, we forecast that the aggregate mortality protection gap across our 10
survey markets will rise to USD 119 trillion by 2030 from USD 77 trillion in 2019.
The drivers will be rapidly ageing populations, a declining share of working age
population, slow growth in risk premiums, and lack of social security benefits.

Underestimation of financing risk
associated with mortality and
overestimation of level of preparedness
are driving the widening gap.

A significant part of the problem lies in the perception of mortality risk and attitudes
towards life insurance. Most households are aware of the financial risk associated
with mortality. However, this does not result in purchase of life insurance. According
to our survey results, households in all countries across in the region prefer other
methods (eg, earn more or buy medical/critical illness insurance) over life insurance
to boost their financial security. Moreover, over half of the households overestimate
their level of financial preparedness to deal with the fallout of a mortality shock.

Life insurance can play a key role in
closing the mortality protection gap…

While accumulating financial assets in a short time is not a practical solution, buying
sufficient life insurance coverage can alleviate this lingering financial uncertainty.
Our survey offers empirical evidence that there is a negative correlation between
life insurance penetration and the mortality protection gap. The gap is more than
17 percentage points higher for households who have never owned a life insurance
product, compared to those households who currently own one. Closing the gap in
the 10 markets surveyed in Asia would result in up to USD 292 billion in additional
annual premiums for the life insurance sector between 2020 and 2030.

…but this requires, among others,
building more risk awareness and better
understanding of insurance products .

To reach more consumers, Swiss Re Institute recommends improving awareness and
understanding of life insurance by working with governments to educate families
about their mortality protection gap. We also recommend that insurers improve the
customisation and flexibility of their products, letting customers adapt their
insurance to their families’ changing needs over time. However, this does result in a
trade-off with complexity, so insurers need to communicate clearly with customers
at every life stage. Further, we outline two target segments which will be key to
growth for insurers in Asia in the coming decade: young professionals and sole
female breadwinners. Both groups are beginning to thrive economically and have
significant protection gaps. Designing products and directing communication and
distribution to these groups should benefit insurers in the medium to long term.
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Appendix
Methodology
Mortality protection gap = protection need – available resources
Protection need represents the amount needed to maintain the living standards of
dependents and pay outstanding debts in the event of the premature death of the
breadwinner(s).
Available resources represents the amount that is available to support the livelihood
of surviving family members. It includes total savings (eg, liquid assets like cash in
hand/bank, investment in stocks, fixed income securities and other deposits),
proceeds from life insurance policies, real estate investments, contributions from
employers through group insurance coverage and social security payments.
Thus, the mortality protection gap is a function of the breadwinner’s age,
breadwinner’s income, household income, household expenditures, dependents,
inflation and real GDP growth (or real wage growth), retirement age, liquid assets,
property owned, life insurance coverage and social security contributions.
Assumptions
1	Wage replacement is partial and depends on the age and last salary drawn by
the deceased. Two-thirds of wages are replaced at age 35. For ages 36 to 64,
the proportion replaced declines linearly to 50% at age 64.
2	The wage growth follows different trajectories at different ages. Wage growth is
much steeper at a young age and relatively flat as an individual approaches his or
her retirement age.
3	The income stream of the deceased need only be replaced until the time he or
she would have reached age 65.
4	Available liquid assets = (0.5 * financial assets). This is to account for stock
market and interest rate risks and sets aside a part of liquid assets for emergency
situations.
5	The corpus needed for old-age/retirement funding of dependents is NPV ~30%
of the projected household expenditure until breadwinner reaches age 65.
6	The protection gap calculation is based on average information per household:
average income, average social security payments to survivors, average life
insurance coverage, average debt, etc.
Calculation
Protection need is the present value of all future income needs of the dependent
household’s members in the absence of breadwinner(s) and outstanding debt.
Mathematically,
e

n
t
) + debt outstanding
Protection need = ∑ t =1(
(1+i)t

where,
n = numbers of years to retirement
i = average of inflation for years t and “t + n”
e t = income need of surviving households in year t
Income base for the projection of future income needs of surviving household
members is a function of current household income and household expenditures.
Note that in the absence of detailed data regarding household expenditures, many
studies use national level household income numbers for the estimation of protection
need. However, it’s worth noting that current level of household/breadwinner
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income may not be truly representative of the actual protection need of a household,
particularly in scenarios where the current level of household income is extremely
high compared to the household expenditure. Adjusting the household income
based on the actual expenditure pattern of the household provides valuable insights
into the actual protection need of the household.
The following adjustments were made to derive the income base for the calculation
of protection need of the households:
̤̤ For households (respondents) where the total household expenditure including
30% savings component (for retirement/old-age funding) is more than or equal to
the “total household income from all earning members”
Income base for the calculation of protection need
= annual household income
̤̤ For households where household expenditure including 30% savings component
is less than the “total income from all earning members” (aimed at capping the
gross annual earning to avoid distorted average protection need number due to
extremely high household income level vis-à-vis household expenditure of certain
households).
I ncome base for the calculation of protection need = [(total household
expenditure)/ 0.7] + [(total household income – total household expenditure)/
0.7) * (total household expenditure/total household income)]
et

n
Protection gap = ∑ t = (1((1+i)t) + debt outstanding) – (life insurance + available

financial assets + social security survivor’s benefits + value from non-primary
property assets)
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