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SALES
What is your prediction for sales, premiums 
and profi ts for our industry as a whole in 
2016? What products look particularly 
strong or weak? 

CARTER: While the economy continues to slowly pull itself out 
of the recession, the interest rate environment is constraining 
growth. While the need for life insurance products continues 
to grow across the industry with more and more Millenni-
als realizing key life events that typically trigger purchase 
behavior, we anticipate that growth in the individual market 
to be in the low single digits.

In regards to annuities, we also anticipate indexed annuity 
lines to experience the most positive growth in 2016.

DEKONING: I expect sales for life insurance products to 
marginally grow led by equity indexed universal life (UL) 
products and whole life, which have seen a resurgence over 
the last few years in the low interest rate environment. I expect 
term life and traditional UL to be pretty fl at. Annuities sales 
will depend on the outcome of the discussions on the fi duciary 
rule and the timing of any changes being implemented.

I expect earnings will continue to be under pressure from 
low interest rates, although the starting of the Fed increases 
in rates may signal the end of the historic low interest rates we 
have seen since the fi nancial crisis. I expect relatively benign 
sales, equity markets and low interest rates will keep earnings 
for the life insurance industry pretty fl at.

Text Continued on Page 12

Life insurance companies continue to recalibrate in the face 
of new regulations, evolving technologies and customer 
expectations, and more. Of great concern are new regulations 
at both federal and international levels, with the Department 

of Labor’s proposed fi duciary rule taking center stage. 
Another year of low interest rates is the most diffi cult 
challenge of all.

It’s against this backdrop that Resource asked 
insurance industry leaders to share their thoughts on 

what 2016 holds for sales and profi tability, information 
technology, customer service and human capital. We also 
asked them to identify the greatest challenge the life industry 
faces and how it should deal with that challenge.

The executives who participated in our annual forecast 
include a cross section of the board of directors of LL Global, 
the umbrella organization for insurance industry trade associa-
tions LOMA and LIMRA, plus industry analysts and other 
offi cials. They are:

Brandon D. Carter, CLU, ChFC, CFP
Chairman & President
USAA Life Insurance Company

Michael G. DeKoning
President & CEO
Munich Re US (Life)

Rino D’Onofrio
Head, Canadian Insurance Business
RBC Insurance

Robert J. Ehren, FSA, CLU, CLFC
Senior Vice President, Life Product Manufacturing
Securian Financial Group

Michael R. Fanning
Executive Vice President, U.S. Insurance Group
MassMutual

Anthony M. Garcia
President & Chief Executive Offi cer
Foresters

Joseph R. Monk, ChFC, CLU, LLIF
Senior Vice President & Chief Administrative Offi cer, 
State Farm Life
Vice President – Health & Mutual Funds Company, State Farm 

Ernst Renner
Managing Partner
NEOS

Tom Scales, CLU, ChFC, FLMI, HIA
Research Director
Celent
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Key decision makers from a cross section of insurance industry 
companies participated in the 2016 forecast. According to participants:

Sales, Premiums and Profi ts
In 2016, life insurers will continue to face pressure from low interest 
rates and the slow economic recovery. Despite these and other chal-
lenges, various products will continue to grow in popularity and many 
market opportunities will continue to emerge. Industry executives expect 
positive growth for some products—especially indexed annuities and 
indexed life insurance—as well as for whole life insurance, especially 
at large mutual companies with career agency forces.

Nonetheless, “relatively benign sales, equity markets and low 
interest rates will keep earnings for the life insurance industry pretty 
fl at,” says one executive. Generally speaking, survey participants 
expect moderate to low growth in both revenues and profi ts this year.
Life insurance executives still see lots of opportunity. First, millions of 
Americans are uninsured or underinsured. Baby Boomers are shifting 
from retirement savings accumulation to decumulation, which should 
spur demand for annuities and for long-term care insurance, which 
many carriers are re-engineering as combination products that meet 
multiple needs. Survey participants also are studying how to meet 
the needs of Millennials, who are beginning to experience the key life 
events that typically trigger purchase behavior, and the underserved 
middle market.

Information Technology
Technology is set to have a profound impact on product, says one 
executive. “Digitalization will redefi ne how products are developed 
and offered. Gone are the days when a defi ned group of products 
is offered to a consumer. Soon a consumer will be able to build and 
share a package created with modular products assembled from one 
or many providers.”

Big data and predictive analytics continue to garner C-suite 
attention. “Insurers have vast stores of data and are beginning to 
leverage the information to generate revenue,” says one executive.

Survey participants also are leveraging technology to simplify 
the advice-purchase-service process with the end goal of delivering 
a superior customer experience. Automated underwriting, strong 
rules engines, new sources of consumer data, electronic signatures, 
mobile accessibility (tablet devices, smart phones, laptops), and 
instant answer are examples.

Industry executives also are examining the potential—and 
ramifi cations—of the latest wave of technologies and applica-
tions, including cloud computing, wearables, the Internet of Things, 
gamifi cation, crowdsourcing, and sensors. “The challenge with this 
class of technologies,” says another executive, “is that the business 
value has not yet been proven out for insurers. Consequently, insurers 
are reluctant to step into many of these trends and technologies for 
their customers and agents.”

Customer Service
The phrase “customer experience” has begun to supplant the phrase 

“customer service” at many insurance companies. “Service is absolutely 
a differentiator in our industry,” says one executive. “But, I’d say it 
goes beyond service and it’s more about the experience we provide. 
[And] the experiences that consumers have in other industries, such 
as retail, infl uence what they expect from companies like us.”

Survey participants point to Amazon, Facebook, Google, JetBlue 
and Uber as examples of companies that deliver the seamless, easy, 
consistent, digital experiences insurers must replicate. Even the bank-
ing industry gets kudos for its 24/7 access to customer information /
advice and strong self-service platforms.
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Organizational silos may be getting in the way of that goal. “We are 
still very much challenged at getting a holistic view of our customers 
across business lines because of legacy systems and distribution 
confl icts across lines of business,” says a second executive.

Myopia is another challenge. “As an industry,” says a third execu-
tive, “we have traditionally taken an internal view of our business: 
best in class underwriting and rating functions, smart trading and 
investment, call center productivity, etcetera. We consider processing 
as being the differentiator to business and better pricing will let us win 
in the market.” Today, however, it’s all about the customer, he says. 

“They are expecting all interactions to be focused on them. They have 
expectations that they can provide their own level of self-service, but 
have an easy transition to personal support for complex issues and 
direct access to insurers. They also expect ‘rewards’ for loyalty and 
diverse, customized products. They are looking for single points of 
entry and a seamless experience throughout.”

As yet another executive points out, “Power has shifted 
from companies to consumers and consumers’ expectations are 
increasing exponentially.”

Human Capital
“For most of us, [the insurance industry] is a constantly evolving, 
intellectually challenging and personally rewarding place to work,” 
says one executive. Why then, he asks, does it have a reputation as 
a relatively conservative, static and non-innovative place to work? To 
attract the best employees, the insurance industry must do a better 
PR job, say survey participants, and also must challenge aspects of 
corporate culture, especially if it wants to attract the Millennial generation. 
To ensure success, companies must empower employees to take risks, 
foster a work environment that drives change / innovation, emphasize 
corporate vision / values, offer both traditional and non-traditional 
benefi ts, and more. The good news is that the insurance industry 

serves a valuable purpose protecting customers from catastrophic 
life events, solving tax issues, passing wealth to future generations, 
and more. This is a huge PR plus and a draw for many prospective 
employees. “Millennials want to be a part of something bigger than 
commerce,” says one executive. “Our products and services create 
a transformative impact on millions of people.”

Industry Challenges
The stubborn persistence of the low interest rate environment and 
increasing regulation are the top two concerns of insurance executives. 
Several cited the unknowns surrounding the Department of Labor’s 
proposed fi duciary rule, which, according to one executive, “has the 
potential to be a huge disruptor in the way that our business models 
have been established to deliver advice, products and solutions to 
customers.” This is just one of many proposed regulatory changes, 
which come from multiple bodies and cover multiple operational and 
reporting areas. “The cost of maintaining compliance and the risk of 
falling out of compliance,” says another executive, “will cause uncer-
tainty in strategic planning as they remain an unknown bottom-line 
and opportunity cost.”

Some executives are worried about consumer apathy with respect to 
the importance of life and annuity products, while others are concerned 
about the future of traditional sales, citing the rising average age of 
agents /advisors and the dearth of young people applying for these 
jobs. Survey participants also cite pressure to meet rising employee, 
customer and producer expectations as current challenges.

Special Issues
Survey participants also discussed what they think the insurance 
industry will be like in 10 years and how insurance companies can 
help solve the retirement challenge. Their views on these topics will 
be featured in the February and April issues of Resource.
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D’ONOFRIO: We anticipate that sales with remain relevantly 
flat due to economic conditions and the total amount of life 
and health (L&H) premiums will remain relevantly similar  
to 2015. The low interest rate environment will continue to 
have a large impact on insurer profitability. This low inter-
est rate environment will likely have a greater impact on 
organizations that have higher concentrations of longer tail 
products and associated large inforce blocks of business. 
We anticipate a continued down-
ward trend in universal life, with 
whole life and term [life] picking 
up for 2016. If interest rates climb  
we anticipate a re-pricing of uni-
versal life. 

We expect segregated fund 
sales, particularly in the traditional 
solutions, to remain strong as  
clients continue to seek protection against market volatility 
and we enter into the busy Registered Retirement Savings 
Plan (RRSP) season. Annuity sales will continue be chal-
lenged as interest rates remain low, however, increased 
awareness in the marketplace about the benefits of annuities  
in combination with Registered Retirement Income Fund 
(RRIF) seasonality may boost sales of annuities in Q1.

EHREN: 2016 is looking to be a year with low growth sales 
and declining case count. We should see continued growth 
of index products despite regulatory changes, while the  
no-lapse guarantee business will continue to decline. Whole 
life, powered by large mutual companies with a career sales 
force, should see conservative growth with variable business 
continuing its slow comeback. As more companies develop 
long term care combination products, we will also see growth, 
competition and innovation within this market. As a whole,  

industry profits continue to be pressured by the continuing low 
interest rate environment, further impacting product design 
in the near future.

FANNING: The business climate is likely to remain chal-
lenging due to expected modest global economic growth, 
a continued low interest rate environment and regulatory 
changes both within and outside our borders. The biggest 
factor is interest rates. At current levels, margins and profits 
will remain under pressure. 

From a product perspective, whole life looks particularly 
strong. In fact, in 2015, according to LIMRA, whole life reached 
its highest share since 1997—growing at a faster rate than term, 
universal life and variable universal life. Consumers recognize 
the value of this product during volatile economic times. 

Additionally, the need for guaranteed retirement income 
continues to be important, so single premium income annuities 
and direct income annuities remain attractive. 

GARCIA: I believe that industry sales will grow in the mid-to 
high single digit range. I expect premiums to grow as well 
as most of us have focused on managing the inforce block to 
improve persistency and profitability. In the U.S., I think that 
profits, while challenged, will have the opportunity to improve 

if interest rates rise moderately as expected. Of course, most 
of us have been wrong in our interest rate forecasts. Overall, 
I expect North America to have growth in sales, moderate 
premium growth and improved profits as a result of our focus 
on improving our expense structure since the financial crisis.

As for products, I expect to see continued positive momen-
tum with indexed life and annuity products. Participating whole 
life products will also continue to grow. Fixed annuities will 
grow as interest rates continue to gradually improve. We also 
see demand increasing for deferred income annuities. 

MONK: We expect to see an increase in policy sales as  
companies continue to reach the middle market through  
multiple distribution channels, such as direct mail, online 
and phone sales targeting term [life] and final-expense sales. 
Indexed universal life and indexed annuities sales should 

While the economy continues to slowly 
pull itself out of the recession, the interest 

rate environment is constraining growth.

Text Continued from Page 9
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continue to be strong given the interest rate environment. 
Premiums are likely to be relatively fl at for the overall industry 
and profi ts will continue to be impacted by the low interest 
rate environment.

RENNER: Sales for products will be dependent on three 
key areas: macro-economic issues, regulation and budget-
ary implications, and product innovation in line with the 
previous two items.

Overall, the U.S. life insurance market may see moderate 
to low growth in both revenues and profi ts due to low inter-
est rates, slow decrease in jobless rates, and an overall stable 
but low-growth economy. Threats exist in the form of budget 
considerations that impose new taxes on insurance products 
while regulation impacting distribution may inhibit growth 
through establish distribution channels, such as the Department 
of Labor confl ict of interest in retirement advice.

With existing market volatility and a battle with com-
petitors, distributors and agencies for shelf-space, the product 
trends continue along simplifi ed issue and variable products. 
We expect newer and simpler products will continue to emerge, 
as well as custom-designed products for certain insurance 
product families in 2016.

Legacy insurers should aggressively pursue new distribu-
tion channels and look to build innovative partnerships with 
healthcare exchanges, banks, benefi t providers and emerging 
digital channels to increase brand awareness and position 
themselves for attacking underdeveloped markets. Variable 
and biometric risk coverage will continue to see maturation 
and wider adoption in 2016, preparing for large scale adoption 
in 2017 and 2018, enabling dynamic pricing models and more 
variation in real-time underwriting processing.

SCALES: Our position is similar to our view from last year. 
We expect modest growth in North America with greater 
grow in the emerging markets. The industry continues to be 
pressured by low investment returns. 

Fixed annuities and other investment based products are 
likely going to continue to be weak. Celent continues to believe 
that combo products, such as life [insurance] with [long-term 
care] LTC, will continue to grow.

SMALLWOOD: We predict that industry results will remain 
relatively unchanged in 2016—no major shifts in sales, 
premiums, or profi ts. SMA also predicts no signifi cant 
change in the life industry—until the industry embraces 
digital transformation as a strategic imperative that reinvents 
the customer experience and delivery channels for both 
products and service.

SMITH: For the most part, unless there is a signifi cant change 
in the macroeconomic environment, I believe the trends we 
saw in 2015 will carry into 2016. We’ll continue to see cash-
value products like indexed universal life grow in popularity 
as consumers become more educated about their life-long 
benefi ts. Cash-value life insurance allows individuals and 
families to protect their hard-earned savings, build wealth and 
distribute that wealth when needed. That distribution could 
be part of an orderly retirement plan or to cover unforeseen 
fi nancial events. 

SPRACKLING: The life industry is in transitional recovery 
mode. We’re still suffering from the hangover of the fi nancial 
crisis and what now looks like long-term low interest rates. 
So, do I predict rocketing sales and signifi cantly higher 
profi ts in 2016? No, however, my optimistic nature tells me 
that we’ve turned a corner: returning consumer confi dence 
and making genuine strides to reach a wider population 
will continue the positive trend that we’ve seen in 2015. 
I’ve now worked in life insurance for more than 30 years 
and in the U.S. life market for four years which gives me the 
benefi t of recognizing an upwards and signifi cant industry 
change when I see it.

STRABLE: In 2016, industry growth overall will continue to 
be modest due to external factors that impact both individuals 
and businesses. Low interest rates and consumer confi dence 
will continue to have an industry-wide impact on growth and 
profi tability. Tax policy and regulatory scrutiny (i.e. Depart-
ment of Labor regulations) present other unknowns, both with 
the potential to affect sales and premium levels.

ZURAITIS: Annuity sales will be fl at to 2015 with signifi -
cant downward pressure emerging in 2017 if the Department 
of Labor (DOL) proposal is implemented. Life insurance 
sales fl at to moderate increase. Indexed universal life (IUL) 
continues to grow faster than other product categories.

TECHNOLOGY
What new technologies have the greatest 
potential to help our industry and how 
can they help? How is your company 
using them?

CARTER: Digitalization will redefi ne how products are 
developed and offered. Gone are the days when a defi ned group 
of products are offered to a consumer. Consumers will expect 
a set of features that can be assembled in a modular fashion. 



Soon a consumer will be able to build and 
share their “package” created with modu-
lar products assembled from one or many 
providers. This trend will directly impact 
fi nancial services with the ability to assemble 
most relevant products into an aggregated, 
mobile centered portal. USAA continues to invest 
in these channels with additional investments in 
the infrastructure needed to support data transformations 
throughout the entire value chain.

DEKONING: There is a lot of talk of big data in a number 
of industries including ours. If we can harness big data and 
predictive analytics to assist in the sales, distribution and 
persistency of our products, this is a huge win for the industry. 
We see very signifi cant opportunities in the underwriting and 
new business process arena. At Munich Re, we believe that 
with technology (a strong automated underwriting platform), 
a strong rules engine and the use of new sources of data using 
predictive analytics, there will be a fundamental change to the 
underwriting and new business issue paradigm. What currently 
takes 30-40 days could be done in 3-4 hours.

D’ONOFRIO: Technology is transforming virtually every 
business—information is online, mobile devices are the 
platform of choice, cloud computing is here, and wearable 
technologies are the next big wave. Agility / adaptability 
from a technology standpoint are “table stakes” and will 
create future opportunities in all aspects from end to end. 
We anticipate that new underwriting automation will play 
a greater role in simplifying processes and fulfi llment. We also 
anticipate online and mobile environments to play a signifi -
cant role in engaging and communicating with the consumer. 
We anticipate a continued increase in behavioural analytics to 
play a signifi cant role in defi ning and targeting consumers and 
predictive analytics in underwriting and pricing their policies.

EHREN: Most of the talk is about Big Data and automated 
capabilities. Both are focal points of every carrier and, 
as we better understand the predictive value of new tools, 

will transform the custom-
ers’ experience. Things like 
predictive analytics, mor-

tality scoring models, credit 
data, automated underwriting 

engines and access to electronic 
health records are making the 

process less intrusive on clients and the 
sales process easier for everyone. This not only facilitates 

opportunities within the mass market, it opens new distribution.

FANNING: Embracing technological innovations in the digital 
world—social, mobile, data analytics and the cloud—is criti-
cal. As the number of smartphones outnumbers people living 
on our planet, the importance of providing access anytime, 
anywhere, will only continue to rise. As an industry, we need 
to continue to build mobile capabilities for our customers and 
agents with an aim toward giving them the same experience 
they get when working with an Amazon or Apple.

 We also see great immediate promise in big data. 
One of the biggest inhibitors for people buying life insur-
ance is it’s a “non-friendly” event—the drawing of blood 
and subsequent wait for a report, for example. Using data to 
better predict mortality holds greater promise to expedite the 
underwriting process. 

On that front, one of the key projects in which our 
data science team is engaged focuses on mortality risk 
modeling. Utilizing data from hundreds of sources, and 
looking at insurance applicant behavior and health, we 
are constructing probabilistic models of mortality risk 
that can be used to instantaneously assess risk, enable 
new products, and streamline the underwriting process—
all of which enhance the overall customer experience. 

GARCIA: Those technologies that enable us to improve the 
customer experience in the new business/underwriting area 
will be most impactful. As we know, the millennial generation 
will expect our industry to be much easier to do business with. 
I also believe that that the next generation of advisor/agent will 
expect the same. So, those technologies and data that enable 
the streamlining of the underwriting process while enabling 
carriers to appropriately price risk with more precision hold 
the great potential for the industry.

While our organization has made great strides in the area 
of simplifi ed issue products and ease of doing business, we are 
in the early stages of understanding how to best get at what 
I describe above. We are committed strategically to creating 
a differentiated experience for our member/customers and 
distribution partners.

MONK: Technology that supports making the life insurance 
process simpler for customers and agents will have the great-
est potential of helping our industry. As technology continues 
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to improve, functionality like electronic signature, mobile 
accessibility, and instant answer or simplified issue products 
will be used more widely. Customers will benefit from the 
ease of use, and agents will see the improvement in issue time 
and completed applications. State Farm continues to look 
for new ways to use technology in a way that improves the 
customer experience. Thanks to advances in technology and 
underwriting modeling, we’ve simplified issuance for certain 
types of policies. We’ve been using electronic signatures for 
more than a decade, and have expanded agent mobility via 
tablet devices to simplify the experience. 

RENNER: Many new technologies are poised to drive 
improvements for life insurers and annuity providers. They 
come in two primary classes. First, there are new core systems 
(policy administration, commission, workflow, call center, 
new business, electronic underwriting, etcetera) that can 
deliver much stronger business agility, but they are expen-
sive to deploy. Many of these newer solutions are designed 
to enable change, and architected to empower business users 
to adapt workflows, screen design, and other characteristics 
to aid users. They also allow faster speed to market for insur-
ance products, along with easier configuration capabilities. 
Finally, they provide better access to data with services archi-
tecture, and standard integrations.

The other class of technologies is non-core innovations 
that tend to lie outside the core processing framework. 
These include mobile apps, wearables, sensors, social media, 
etcetera. These tend to enable trends in digitalization, improved 
use of data, gamification, crowdsourcing, underwriting 
innovation, new distribution channels, internet of things, and 
others. The challenge with this class of technologies is that 
the business value has not yet been proven out for insurers. 
Consequently, insurers are reluctant to step into many of these 
trends and technologies for their customers and agents.

We can expect to see insurers continue to invest heavily 
in replacement platforms for core systems over the next year. 
We can also expect insurers to experiment with the newer 
emerging technologies and trends in the next year with 
success and failure in equal measure. 

SCALES: We are finally seeing movement in the use of wear-
ables in life insurance. We predicted it in this space last year. 
John Hancock’s introduction of Vitality is an exciting move. 
While it has been available in other geographies for quite  
a while, it is new to the U.S. We particularly like that it shifts 
the sale from protecting your family in case of your death,  
to extending your life. A true win-win.

We’re seeing movement in data analytics that is exciting 
too. Insurers have vast stores of data and are beginning to 
leverage the information to generate revenue. There is a direct 
correlation, in our view, between the benefits of analytics 

and the growing trend for direct 
to consumer sales. Carriers can 
cross-sell directly. This always 
brings up the age-old question of 
“who owns the customer”, but our 
response is that while the carriers 
should be sensitive to it, if they 
don’t cross-sell their customer, 
their competitors will.

We are seeing new views on 
underwriting that are interesting, but not yet widely accepted.  
For example, technology providers mine of social media 
information that can be used in underwriting. The apparent 
correlations are both interesting and odd.

It is great fun to see our industry beginning to stretch 
beyond our roots. 

SMALLWOOD: There is great technology potential in 
the conjoinment of mobile, cloud, big data/analytics, and  
the Internet of Things/wearables. This combination of tech-
nologies will enable new products, mobile self-service, and 
new actionable insights and intelligence about customers.

Two great examples of innovation and transformational 
thinking come from two of the 2015 SMA Innovation in Action 
Award winners—John Hancock Vitality and Haven Life. 

SMITH: We’re focused on creating technology that helps 
consumers understand how life insurance fits into a holistic 
retirement strategy. Today’s consumer is comfortable receiv-
ing information and purchasing products on their phones  
or tablets from just about anywhere. 

In response to this trend, our Individual Life business 
recently launched a tablet-based mobile selling system called 
Voya Life Journey®. In addition to being extremely helpful 
in educating consumers about the importance of life insur-
ance, it is a useful tool for financial advisors who recognize 
the need for our products, but may not “speak insurance”  
as their first language. Advisors can meet a client anywhere 
and walk them through conversations about their specific 
financial goals and needs. 

The business of insurance will change with or 
without our participation—so insurers need to  
reimagine, rethink, and reinvent their businesses.
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Based on these goals, advisors can use our platform 
to identify the level of life insurance protection their cli-
ents need, assess gaps in coverage and provide solutions  
to enhance their financial security. 

SPRACKLING: Last year I pointed towards certain technolo-
gies being the catalyst for significant change. I still hold this 
true; however, I’d now link these developments clearly to the 
smart use of data as the two go hand-in-hand. The digitization 
and analysis of data and the further development of cutting-edge 
technology such as wearable devices will give us the power  
to understand and anticipate consumer needs like never before. 
Why is this so important in the world of life insurance and so 
different to other consumer goods and products that use data 
and technology? It’s their combined ability to increase the 
relevance of life insurance to the average consumer. Despite 
its importance, few people actively seek life insurance: data 
and technology that can anticipate a consumer’s needs and 
proactively conducts much of the risk assessment process is 
a powerful combination for enhancing relevance.

Swiss Re has established a global Big Data & Smart 
Analytics Unit and it’s the fastest-growing team in the firm. 
This includes a team in our U.S. headquarters in Armonk, 
New York that didn’t exist two years ago. Combine this with 
our Stanford Data Science Initiative, our partnership with 
IBM Watson’s cognitive computing technologies and predic-
tive modeling studies in areas such as smoking and you can 
see that the use of the latest technology is at the forefront  
of our strategic agenda.

STRABLE: The biggest 2016 technology factors for us include:

n Data analytics. Used to manage and analyze large quan-
tities of data (data appliances and Hadoop); along with 
analyzing unstructured data (such as Hadoop) and business 
intelligence tools that make data more accessible to many 
audiences within the organization and our customers.

n Cloud computing. Assist in potential speed to market 
opportunities, where one can take advantage of common 
applications that are shared across many industries and/
or organizations.

n Agile development. A practice that is changing the way 
technology solutions are defined, developed and deliv-
ered. The work is broken down with the intent to deliver  
solutions faster, allowing for more innovative development 
and experimentation. 

n Modern web and mobile development. Aides in delivering 
product and services with the consumer interests in mind. 
There is more of a focus on user experiences that engage 
our customers.

ZURAITIS: Life insurance automated underwriting— 
currently implementing. 

CUSTOMER SERVICE
What is the importance of customer 
service and how can the industry make 
sure it provides the service that today’s 
customers expect?

CARTER: Customer centricity will shape and drive the  
products which we create, as well as the experience and 
channels they are delivered in. As Amazon raises the bar on 
relevancy, and Uber increases expectations on convenience, 
our industry must be willing to adopt this mindset of the 
consumer. If we fail to do this, new entrants will find their 
way into the market place in order to serve our customers.

DEKONING: I think we have come a long way in terms of 
focusing on the customer as an industry. For many years, 
some insurance companies talked about agents and brokers 
as the customer and that distributors owned the customer. 
Today, you hear almost unanimously about the partnership 
between distributor and insurance company to service our 
mutual customer. This is a tremendous step forward and very 
much necessary. Customer relationship management (CRM) 
technology has improved in our industry, which has improved 
customer service as well. We are still very much challenged  
at getting a holistic view of our customer across business lines 
because of legacy systems and distribution conflicts across 
lines of business.

An area where I believe our customer experience will 
improve in the future is our industry’s new business process 
(sales, application, underwriting and issue). Using technology, 
reflexive application questions that tailor the underwriting 
process to the particular responses and third party data used to 
verify information gathered during the sales and underwriting 
process, I believe that the traditional process of getting blood, 
Attending Physician’s (AP) statements, paramedical exams, 
etcetera will no longer be necessary, [which will create] a faster, 
more convenient and less invasive new business experience 
for the customer.
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D’ONOFRIO: Power has shifted from companies to consumers 
and consumers’ expectations are increasing exponentially due 
to their experiences with other services, primarily services 
driven by technology. This is a world of immediate information 
and gratification. Speed of response and seamless interaction 
with direct insurers is critical to meeting customer expecta-
tions. An expectation of customization and personalization is 
prevalent in all industries and this will require all providers 
to have a deeper understanding of their clients if they wish 
to succeed. 

Additionally, clients expect seamless transitions between 
channels and devices without having to repeat their story. 
Insurers must create a seamless experience for the client 
across all channels so clients can start, stop, resume, and 
transition from one place to another with ease and consistency.  
This will involve integrating information, processes and 
systems to offer consistency at every client interaction, from 
advice to purchase to service.

EHREN: With the incredible amount of access to information 
available, it has become even more important to engage with 
our customers to give them what they want, where, when, and 
how they want it. As customers interact with other types of 
institutions, financial services and outside institutions, they 
compare experiences. The industry needs to listen to feedback 
and continually improve their customer experience through 
training and easy to use systems and technology. Failure to 
live up to customer expectations not only impacts new sales 
results, but retention as well.

FANNING: The career agency system is—and will most 
likely always be—the backbone of our industry. For instance,  
at MassMutual, our field force of more than 5,500 is the high-
est total we’ve ever had. Since our inception, our financial 
professionals have helped millions of people one-on-one when 
making decisions that will impact their lives. Still, there are  
a significant number of current and future consumers who want 
a direct buying experience, so we must also offer that option. 
Our collective goal should be to build a customer experience 
that offers multiple options for all consumers. 

For instance, aiming to reach more youthful consumers, 
we have brought accessibility and technical innovation to  
term life insurance through Haven Life. This easy-to-use 
solution to buy term life completely online enables consumers 

between the ages of 18 and 45 to purchase up 
to $1 million in coverage. Launched in June 
2015, Haven Life is currently available in nine 
states across the U.S.

Initiatives such as Haven Life and Society 
of Grownups—another MassMutual learning 
effort aimed at reaching Millennials on their 
terms, not to sell product, but provide important 
financial education—enable us to test new capa-
bilities without disrupting business for our core 
distribution system, the career agency system.

Our industry has a tremendous opportunity to help people, 
but to succeed we must continue to adapt.

GARCIA: I believe that the first thing our industry needs to 
understand is that the definition of customer service is chang-
ing rapidly. Different customer segments will expect different 
things from us. As such, many organizations are becoming 
much more focused on targeting the customer segment that 
supports their respective strategy. We are doing the same thing 
at our organization.

I do believe that our industry will need to create the 24/7 
access to customer information and advice with the appropriate 
self-service platforms that the banking industry has created 
to enable a much higher level of ease of doing business for 
the customer and the advisor/agent.

We also need to leverage digital platforms to enable cus-
tomers to engage with us and to share their experiences with 
us across their social network platforms.

MONK: Every company believes service is important to cus-
tomer satisfaction and improving overall retention. Our focus 
is to deliver a remarkable customer experience through the 
time and channel the customer prefers. 

I do believe that our industry will need 
to create the 24/7 access to customer 
information and advice.
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The industry must be prepared to 
offer 24/7 services to meet custom-
ers’ evolving expectations, even 
those set by their experiences with 
other industries. We’re striving to 
add value to the customer experi-
ence and were recognized by the 
J.D. Power 2015 U.S. Household 
Insurance Study(SM) for individual  
life insurance customer satisfaction 
for the second consecutive year.  
This is a recognition we’re extremely 
proud of and believe sets the bar 
high to keep meeting and exceeding 
customer expectations.

RENNER: The industry must con-
tinue to move toward a customer-
centric model. As an industry, we 
have traditionally taken an internal 
view of our business: best in class 
underwriting and rating functions, smart trading and invest-
ment, call center productivity, etcetera. We consider processing 
as being the differentiator to business and better pricing will 
let us win in the market. Although good customer service has 
been an important factor, the stakes of poor customer service 
are very high. 

The key to providing what is expected in customer service 
relies solely on understanding what exactly is expected in 
the current world by customers. Customers are expecting all 
interactions to be focused on them. They have expectations 
that they can provide their own level of self-service, but have 
an easy transition to personal support for complex issues and 
direct access to insurers. They also expect “rewards” for loy-
alty and diverse, customized products. They are looking for 
single points of entry and a seamless experience throughout.

This drive in customer service will rely on three macro-
technology trends: Big Data, the Cloud and Analytics.  
The underlying “wealth” in creating a best-in-class customer 
service experience is data about your customer. Their life pat-
terns, history, buying patterns and preferences and more have 
to be collected and analyzed as part of a forward-thinking 
customer service strategy. When that data has been collected, 
the analytics derived must be compiled and governed to main-
tain integrity and, more importantly, applicability. 

Insurers have relied so heavily on agent intermediaries 
that they tend to remain unaware of what their customers 
want for products and services. Because of this, we see insur-
ers increasingly shift their product and service focus toward 
customer needs rather than simply listening to their agents. 

SCALES: This is such a tough question. Of course, we want 
our industry to excel in customer service, but our research 
shows consumer’s views are pretty negative. Our research 

also shows how few carriers provide 
online customer service and even 
fewer provide mobile self-service. 
To an extent, this makes sense as the 
number of interactions in [the] life 
and annuity [space] are lower than 
other types of insurance. However, 
given a choice between carriers, 
service can win the day.

This is certainly a big topic with 
carriers. Virtually every carrier with 
which we work has a customer expe-
rience team focusing on this topic. 
Unfortunately, there is still a need  
to shift from focus to action in  
most carriers. 

SMALLWOOD: On a daily basis, 
we all personally have seamless, 
easy, and consistent digital expe-
riences—whether on Amazon, 

Google, Facebook, or even JetBlue. With all these outside 
industries raising the bar for insurance, customer experi-
ence should become the cornerstone for all strategic busi-
ness and technology initiatives—with an emphasis on the 
digital customer experience. Our research does reflect a shift 
in the mindset this past year, demonstrated by the hiring  
of Customer Experience Officers and the hiring of talent from 
outside the industry. And the number one strategic initiative 
for life and annuity (L&A) insurers is improving the customer 
experience. In fact, an overwhelming 97 percent of L&A 
insurers are investing in major projects in this area. 

SMITH: Our transformation to Voya Financial® has given us 
the opportunity to take a step back and look at our products 
and processes through the eyes of the consumer. For customers, 
there’s a great deal of anxiety around purchasing life insurance. 
It’s something people put off because it has historically been 
a long, complicated and confusing process. We’re looking to 
digitization to simplify and expedite processes for customers, 
particularly when they are purchasing a new policy with us. 

Customer service is also about education. Some of our 
products are complex, and preferences vary among custom-
ers interested in educating themselves about life insurance. 
Some prefer to meet with a financial advisor. Others would 
rather chat over the phone or research options on the Internet.  
We need to provide consistent messages and helpful materi-
als to our advisors, on our web site and to customer service 
representatives in order to meet these expectations. 

SPRACKLING: This is linked to my response to the previ-
ous question. It’s all about increasing relevance and reducing 
friction. I’ve spent my entire career in life insurance and 

Power has 
shifted from 
companies  
to consumers  
and consumers’  
expectations  
are increasing 
exponentially.
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am constantly amazed by why consumers don’t naturally 
understand its importance. But that’s because I am “inside 
the jar”, so to speak. We’ve conducted our own consumer 
research and came to the quick realization that choices and 
priorities are determined much more by consumer attitudes 
and behaviors. We need to understand this much better and 
then help consumers to make their decisions. It’s been far too 
much a “one-size-fits-all” approach up until now. Consumers 
are looking for transparency in the sales process in order to 
make empowered, educated choices in their risk protection. 
This is undoubtedly getting better with more online tools, help, 
chat lines and platforms that deliver a policy more quickly 
than ever before. But the process is still too long and involved.  
As we get more comfortable with alternative sources of data to 
assist with the risk assessment process, the overall consumer 
experience will improve. I anticipate more strides in this 
context over the next five years than we’ve seen in the last 50.

STRABLE: Service is absolutely a differentiator in our  
industry. But, I’d say it goes beyond service and it’s more 
about the experience we provide. To really differentiate in 
this industry, we have to focus on the services, capabilities, 
simplicity and the overall experience offered to customers. 
The experiences that consumers have in other industries, 
such as retail, influence what they expect from companies 
like us. The industry will need to continue to look at ways 
to engage all consumers through the entire life cycle of their 
relationship with us.

It also seems, right now, many insurance companies are 
focused on business acquisition and education efforts, with 
less emphasis on the entire life cycle—from quoting through 
customer service transactions like billing and payments.  
In 2016, our work will be focused on the entire lifecycle  
of the business, not just the acquisition of it.

ZURAITIS: It depends—basic customer service is moderately 
important, however, for moments of truth vitally important. 

For example, the underwriting and on boarding of a customer 
and a claim event. By focusing on the moments of truth,  
as an industry, we recognize what is important about why  
a customer buys our product.

HUMAN CAPITAL
How can the industry attract and  
develop the kind of employees it needs 
to be successful?

CARTER: Just as our consumer base is changing and looking 
for innovation, convenience and beautiful design experiences, 
our workforce is looking to be aligned with organizations 
driving these types of changes. Much has been said about 
the changing work environment driven by the millennial 
generation. More than anything, employees are looking for 
a work environment in which they feel empowered to take 
risks and drive the change and innovation that is needed in 
this industry with the support of their senior management 
teams. We must “get out of the way” and let our people deliver 
transformational results.

DEKONING: Increase everyone’s pay by 50 percent…haha. 
But seriously, I think our industry does have a reputation  
as a relatively conservative, static and non-innovative place 
to work. But for most of us in the industry, it is a constantly 
evolving, intellectually challenging and personally rewarding 
place to work. Our products make a real difference in people’s 
lives, providing them with financial security for life events. 
As an industry, we pay out more in benefits (life, disability 
and annuity payments) on a daily basis than Social Secu-
rity and we are the largest buyers of corporate bonds in the  
U.S. economy. These are very important economic and social 
contributions that we sometimes lose sight of. Based on this,  
I think we need to do a better PR job in selling what we do and 
how we do it to both the public and to prospective employees. 
LOMA/LIMRA can definitely help here.

D’ONOFRIO: The kind of employee that will make an organi-
zation successful is one who cares about the place they work. 
They’ll look for an organization whose vision, values and 
culture inspires them to deliver their best performance. These 
employees want to work in an environment where creativity is 
nourished and encouraged; an environment where every voice 
is heard and then collectively they champion the best answer. 
These are the parts of an organizational culture that let each 
employee know they can make a difference. In the world of 
technology employees are used to having information at their 
fingertips. Companies also have to maximize the speed and 
amount of information that is shared to and between employees.
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EHREN: The last few decades have almost solely focused on 
the impact of the Baby Boomer Generation—what they need, 
how they spend and save, and how the medical/care landscape 
will be formed. But in order to succeed, we must develop  
a multi-generational approach to finding and developing tal-
ent and we must spend more time understanding the needs 
and differences of younger generations. Millennials will soon 

comprise the largest portion of the workforce. As we move 
into the digital world, continuing to improve technology and 
innovate, new and exciting opportunities will arise. Providing 
training and outside education along with networking and 
idea sharing will help develop new talent. As we move into 
the future creating a team based, collaborative environment 
is imperative in attracting and retaining employees.

FANNING: Attracting and retaining the right talent is the key 
to success for any organization. 

There is an extremely strong tie between the people that 
we are recruiting and customer expectations. Much of this 
begins with the employee of the future—Millennials and 
college grads whose mindsets are different than those of 
Baby Boomers and Gen Xers. They want to do something 
for the greater good; they embrace accountability, and there’s  
a social and moral imperative to the work that they do. 

The employee experience should reflect that mindset.  
So MassMutual has started to do that, including an office 
environment that features open, collaborative workspaces; 
benefit offerings that promote healthy activities; paid paternal 
leave, flexible working arrangements, and even small things that 
make a big difference culturally, such as a relaxed dress code. 

In terms of the skillsets, there is great demand right now 
for professionals in data science and cybersecurity, to name  
a couple. We are also looking to recruit talent beyond our  
headquarters of Springfield, Mass., and are expanding our 
teams, capitalizing on deep talent pools and hiring new  
associates in Phoenix, Boston and New York. 

All of this helps our industry to be s forward-thinking, 
innovative and creative. Some may succeed, some may fail, 
but trying shows the bold spirit of experimenting with new 
ideas that could lead to a breakthrough for our industry,  
and that includes MassMutual as well.

GARCIA: This is our industry’s great challenge. It is also 
our greatest opportunity. Millennials want to be a part of 
something bigger than commerce. I believe that organizations 

that can create a culture around a purpose that focuses on the 
positive impact that our products and services provide will 
have an advantage. In fact, our products and services create  
a transformative impact on millions of people in North America.

Finally, we need to think about leadership and culture.  
In my opinion, there is nothing more important. The best 
and brightest talent that we wish to attract wants to do 

work that has a tangible impact. 
We need to have organizations that 
remove bureaucracy and increase 
transparency to all employees.  
Given the rapid change in the indus-
try and the business challenges that 
we must solve, we must make our 
industry attractive to talent that would 

choose Google, Facebook or Amazon. 

MONK: In order to provide a remarkable customer experience, 
we need enthusiastic, well-trained and engaged employees and 
leaders. This means continuing to evolve our recruiting and 
training programs to attract and retain the best and brightest 
available. It also means remaining competitive with tangible 
benefits like health insurance and meaningful benefits like 
culture, work/life balance, and opportunities to grow and cre-
ate value for customers. LOMA and LIMRA both play a role 
in developing successful life insurance industry employees.

RENNER: This is a fantastic question. Insurers who are aggres-
sively adopting a digital strategy will have the best chance 
of attracting the best talent, whether actuarial, analytical,  
or technology. The move to digital is propelled by necessary 
modernization of insurance products, efficient processing and 
cutting edge technology. Most large insurers have significant 
cultural challenges to overcome to adopt a more modern and 
adaptive mindset. Some insurers buy their creativity, acquiring 
smaller, more innovative, firms and using them to incubate  
business innovation. Others try to kick-start initiatives inter-
nally, but struggle with the cost and political overhead associ- 
ated with organic innovation. Regardless of the approach, any 
business has to look like it is forward-thinking, dynamic and agile.  
The sad news is that adding ping pong tables and allow-
ing casual dress will not bring in the talent needed to take  
an insurance company to the next level of digital maturity.

SCALES: Innovation, innovation, innovation. When a prospec-
tive employee has choices, the insurance industry does not 
immediately to mind as the ‘go to’ industry for top graduates. 
We need to see more innovation in all areas to attract the talent.

We also need to recognize the changing life goals of those 
entering the marketplace. Flexible schedules, working from 
home and other new work/lifestyle benefits are as important 
as the salary.

We must ‘get out of the way’ and let our 
people deliver transformational results.
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SMALLWOOD: It can start with infrastructure—creating 
a workplace that is new, modern, and open, rather than 
the old high-wall fabric cubicles and big corner offices.  
Have open space to encourage innovation, collaboration, and 
open dialogue at all levels. In addition, foster a virtual work 
environment—provide opportunities to work from home with 
flexible hours—supported by state of the art technologies that 
support modern business workflows and operations. It may 
sound like a daunting task—but the workspace and flexible 
hours are easy to tackle first.

SMITH: Our industry performs a really important social 
purpose, which is to help people enjoy the retirement they’ve 
earned and deserve. Particularly among Millennials, there  
is a desire to feel connected to others—to work for a company 
that is benefitting society—so we need to clearly articulate 
how what we do helps others.

One of our corporate values at Voya is that “We care.”  
We strive to be a good corporate citizen and we encourage our 
employees to follow suit through volunteerism and charitable 
donations. One example is the 40 hours per year of paid Volun-
teer Time Away we offer to full-time employees. For the past 
two years, Voya has been recognized as one of the World’s 
Most Ethical Companies by the Ethisphere Institute, and as one  
of the Top Green Companies in the U.S. by Newsweek maga-
zine. Additionally, we received a perfect score of 100 percent 
on the Human Rights Campaign (HRC) Corporate Equality 
Index (CEI), an annual survey that assesses workplaces on 
lesbian, gay, bisexual and transgender (LGBT) equality. 

We also place a strong focus on developing our people 
though education, training and career opportunities. We offer 
a number of programs to help make Voya a high-performing 
company, and our job postings page is consistently one of the 
most visited areas of our internal intranet site. We take pride 
in being an employer of choice, which means our employees 
are sought after within their industries, but they choose  
to remain at Voya because it’s a great place to work with  
many growth opportunities. 

SPRACKLING: Too many people have said 
for too long that this isn’t a sexy industry to 
work in. I disagree. The problem is that 
we’ve allowed a generation gap to form 
(as if we didn’t already have enough 
gaps to contend with—namely the 
protection gap). There are many 
of us with 20-30 years’ experience  
in the business and too few with 
5-10. If you accept the changes that 
I’m predicting, then the life indus-
try should become an increasingly  

attractive place to build a career. We need data scientists, 
information technology experts and behavioral economists to 
sit alongside the squadrons of existing insurance technicians. 
This will immeasurably change the dynamic of the insurance 
workforce. Swiss Re’s already started recruiting individuals 
with these skill sets all around the globe. 

STRABLE: Attracting the best and brightest is about being 
a best-in-class organization. When people know who you 
are, what you stand for and how you solve their problems, 
they will want to be a part of your team. In 2016, we want  
to continue to demonstrate that we are that organization who 
is dedicated and committed to helping our customers live the 
life they want and get to where they need to be in retirement. 

From a technology perspective, organizations have become 
very dependent on technology; [we’re] looking more like  
a technology organization than ever before. Attracting IT 
talent will remain critical for our organization. 

ZURAITIS: By doing a better job of articulating why our 
industry exists, the need we serve and why it is important.

CHALLENGES
What is the greatest challenge the life 
industry faces in 2016, and how can it 
deal with this challenge? 

CARTER: The single greatest immediate challenge continues 
to be the interest rate environment, but the unknowns sur-
rounding the Department of Labor’s fiduciary rule is staring 
us straight in the face. This proposed rule has the potential 
to be a huge disruptor in the way that our business models 
have been established to deliver advice, products and solutions 
to customers throughout the industry. We must continue to 
work together as an industry to speak with one voice while 
also realizing that adoption is almost certainly inevitable. 

Fundamentally we believe in the delivery of prudent 
and fair financial advice for our Members and 

we stand behind the solutions that we cur-
rently deliver in order to improve their 

financial security. 

DEKONING: I think the greatest 
challenge is distribution. Our tra-
ditional distribution is aging (the 
average age of our distributors is 
increasing by almost one year, 
every year, meaning there are too 

few young people joining the ranks), 
our products are not very simple nor 

well understood, so they cannot be 
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easily sold without an advisor and our new business pro-
cess (underwriting and issue) is expensive and inefficient.  
So how we will sell our products in the future (and through 
whom) is a fundamental challenge we need to overcome.  
At Munich Re, we believe that streamlining the entire new 
business process will help with this challenge, facilitating  
easier ways to distribute our products through either tradi-
tional or driving increased use of non-traditional distribution 
sources. Product simplification is another way of dealing with 
this challenge, because if we want to sell our products through 
non-traditional means (online, through retailers, etc.), our 
products will need to be much simpler in design and optionality. 

D’ONOFRIO: The greatest challenges the industry faces in 
2016 are:

n Consumer expectations have changed significantly over 
the last few years. The industry can design product solu-
tions that are more straightforward from end-to-end so that 
clients can, for example, purchase insurance very quickly 
through simplified designs.

n Consumer debt has risen over the years, which is why 
affordable insurance is necessary. Term insurance is a 
solution that is affordable and can be made easy to purchase. 
There is also a greater need for disability insurance since 
monthly expenses have to continue to be covered while on 
disability. The industry can continue to provide customized 
advice and to develop easy to use and affordable solutions.

n Claims have become more complicated over the last few 
years. The high increase in mental health issues and the 
rise in complicated co-morbidities create the need for more 
innovation in living benefits claims adjudication, especially 
around helping clients get treatment as early as possible. 

n Technology and digital tools are required in order to recog-
nize new customer expectations—this is table stakes in the 
market. It is imperative that clients have the ability to reach 
out to any channel of their preference. It is also important 
for the client experience to be seamless as clients move 
between channels (i.e., go online, then chat with someone 
in the call center, then meet in a face-to-face channel). 
Insurance companies will need to make investments in 
technology and digitization in order to meet these customer 
expectations.

n Success in wealth insurance solutions continues to be  
challenging given the lack of awareness around the ben-
efits of these solutions. Market volatility continues to be 
a concern for Canadians, as does outliving their assets. 
The industry has an opportunity to educate consumers 
and improve financial literacy. The landscape of solutions 
available to Canadians to support their savings and income 
needs has increased in complexity which is in direct contrast 

to Canadians’ desire for simplicity. We continue to focus 
on maintaining simplicity within our Wealth Insurance 
Solution suite while ensuring it meets client need.

EHREN: The greatest challenge is a declining advisor count 
combined with the evolution of experienced advisors moving 
away from protection sales towards asset gathering. We must 
create more efficient ways to acquire talent and deliver talent 
to pre-established markets which have a need for protection 
products. As an industry, we must make it easier for experi-
enced advisors to include life insurance in their planning and 
advice process. Additionally, we must identify the mechanisms 
to deliver protection products that meet the needs of middle 
market individuals, and find a solution that will provide them 
with broader access to the important coverage we can provide.

FANNING: 2016 promises to be a year of fundamental change 
in our industry. We are clearly seeing an uptick in activity 
from FINRA and the SEC. The big-ticket challenge though, 
which could have a dramatic, historic impact on the industry 
and consumers, is the U.S. Department of Labor’s proposed 
fiduciary rule change. 

There is concern that the rule in its current form will hurt 
Americans at the worst possible time—a time when they need 
to take more accountability than ever for their financial future, 
and resulting in less choice, reduced access and increased 
costs for the products and services retirement savers need 
now more than ever.

To successfully address this, we need to come up with  
a uniform fiduciary standard to protect investors while  
preserving our clients’ ability to receive qualified advice.

GARCIA: I see three major challenges for our industry in 2016:

n Regulation. First, the U.S. Department of Labor’s proposed 
fiduciary role could have a very negative impact on our 
industry and the segment of the population that most needs 
our advice. This is just one of several proposed regula-
tory changes that could impact our industry. Second, the 
increased cost of managing multiple regulatory bodies will 
continue to put pressure on the industry and the price of our 
products. Third, the favorable tax treatment of our products 
continues to be at risk. Finally, it is critical that the industry 
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aligns to create one voice in our advocacy efforts. We all 
compete against each other in various markets and that is 
healthy. However, on the big issues it is vital that we align 
and focus our collective organizations on behalf of our 
customers and prospective customers.

n Interest rates. We see the current low 
interest rate environment continuing over 
the next 10 years. This environment will 
continue to limit the products that we 
offer and will have a negative impact on 
customers’ ability to save for a safe and 
secure retirement with products that have 
guarantees and a conservative risk profile. 
There will be continued pressure on carriers that have large 
blocks of business with long-term guarantees. Again, the 
industry must align its advocacy efforts to continue to tell 
our story around the benefits of our products and services 
and get the government and regulators to understand the 
impact of the current monetary policy.

n Middle market. The industry has an opportunity to improve 
its ability to more effectively serve this market. As most  
of the industry has focused on the mass affluent/high 
net worth market, the life insurance ownership in North 
America is at an historical low. Even if they own life insur-
ance, most of the population is underinsured. The industry 
has a great opportunity in this space. I believe that we must 
continue to invest in the appropriate distribution models 
and create multiple access points to tell our story. Again, 
we must make it much easier for customers to purchase 
our product by improving the new business/underwriting 
process by leveraging technology and new sources of data 
that will enable us to appropriately manage risk.

MONK: The regulatory environment will likely be the greatest 
challenge for the life industry in 2016, potentially posing changes 
in reserve standards, capital standards and reporting standards. 
These challenges could impact product offerings as well  
as efforts to simplify the customer experience. Specifically,  
the proposed fiduciary standard rule by the Department of 
Labor could pose a challenge to the industry. One way the 
industry can manage through these challenges is to remain 
united in the face of legislative and regulatory changes. Man-
aging through these challenges on behalf of our customers 
and businesses will mean being an active participant in the 
legislative and regulatory process. We’ll also continue using 
industry associations to understand the issues facing our 
industry and educate regulators on important topics.

RENNER: The biggest challenge is dealing with regulatory 
volatility. The cost of maintaining compliance and the risk  
of falling out of compliance will cause uncertainty in strategic 

planning as they remain an unknown bottom-line and oppor-
tunity cost. Companies will need to invest in data management 
practices that govern data effectively to respond efficiently  
to regulatory requests. Companies should also look to invest 

in documenting business processes with a special emphasis 
on controls, re-engineering those that are non-compliant or 
lack sufficient controls. Doing this allows provides opportu-
nity for more efficient processing, building cost-savings into 
the bottom line.

SCALES: Apathy. Consumers do not see the need or benefit 
of life insurance and do not prioritize it in their budgets.  
We are in an instant gratification culture and are more likely 
to buy the new iPhone than protect our families. The indus-
try needs to get the message out and educate the consumer. 
Part of that is programs that bring immediate benefit rather 
than something decades in the future.

The industry will continue to struggle as long as the 
economy has issues. We are seeing job growth, but in lower 
wage positions. Again, when budgets are stretched, it is easy 
to stop paying life premiums.

SMALLWOOD: The world of insurance is changing. The 
digital revolution is especially disruptive. But the greatest 
challenge to insurers is changing their culture. Insurers must 
become innovative and take part in the paradigm shift that 
is happening all around them. The business of insurance will 
change with or without our participation—so insurers need 
to reimagine, rethink, and reinvent their businesses—from  
a customer, product, business model, and infrastructure point 
of view. 

SMITH: The percentage of the population who owns life 
insurance is the lowest it has ever been. We need to improve 
our connection to customers through enhanced education 
and digitization, which can dramatically improve the buying 
experience. The old adage that insurance is sold, not bought, 
doesn’t have to remain true forever. 

We also need to change the way we communicate with 
customers. Our products meet very important basic needs, 
but consumers struggle with the language we use because we 
rely heavily on industry jargon. Words like “accidental death 
and dismemberment” or “critical illness” are unfriendly and 

Specifically, the proposed fiduciary 
standard rule...could pose a challenge. 
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frankly, scary. Explaining the benefi t of life insurance—rather 
than focusing on the misfortune that causes a benefi t pay-
ment—can go a long way in helping customers understand 
these products and compelling them to action. 

SPRACKLING: The one challenge that’s within our control and 
the one which is, at the same time, the greatest opportunity: 
increasing the number of people insured in a meaningful way. 
I’m not talking about small, incremental growth, but grow-
ing the size of the insured pie in a big way. We can’t expect 
exponential growth in 2016 in this regard; it’s more about 
setting the stage for the growth that we should aspire to see 
over the next decade.

STRABLE: Individual life insurance ownership is at a 50 year 
low in this country, and many in the industry are seeking 
to understand why. Reaching and remaining relevant to the 
consumers who have an insurance gap will be a signifi cant 
challenge. 

The life insurance business requires a lot of pieces to 
fall into place at the right time. There must be an identi-
fi ed need, paired with an emotional or rational trigger that 
inspires someone to act, and an easy process to fulfi ll it. 
Balancing the investment required to remain relevant in the 
future, given what we understand about evolving consumer 
preferences, while effectively managing today’s business 
in a still-sluggish interest rate environment will be a top 
priority for us.

ZURAITIS: Evolving regulatory challenges: DOL, too-big-too-
fail, etcetera. 

How Will Life Transform 
in the Next Five Years?

By Jerry Whetnall, VP Product Strategy, 

StoneRiver, Inc.

In a recent survey, PricewaterhouseCoopers found that 

86% of insurance CEOs believe technological advances will 

transform their businesses in the next 3 to 5 years. Novarica 

states that failing to recognize disruptive change is high 

risk…most disruptions are novel combinations of existing 

components, applied cleverly to a small, fl edgling value 

network. A perfect example is wearable technology with 

personalized sensors connecting to the Internet and sharing 

physiological data with insurers.

Motor vehicle reports, MIB, and prescription histories 

are now available in seconds via the Internet. Also avail-

able electronically—but taking a little longer—are fi nancial 

records, laboratory test results, and attending physician 

statement summary data.

The most signifi cant data source to impact life insurance 

will be easily accessible electronic health records (EHR). 

Carriers want extensive medical information to write high 

face cases. Consider the impact of having near-instant access 

to physician statements—‘simplifi ed issue’ up to the millions 

will be the new norm. Mandated by the federal government, 

EHRs are happening now.

If a proposed insured can apply for insurance online and 

receive a fully underwritten decision in seconds, the impact 

on traditional distribution channels will not be disruption 

but possibly full scale disintermediation. The role of certain 

distribution channels may become extinct. Others will adapt, 

using innovative resources to drive newer forms of distribution.

Innovation is a force that should not be ignored. You 

can embrace it and establish your infl uence in the industry, 

or you can disavow it and become irrelevant.

Continued from Page 23



Rating Outlook for 
U.S. Life Insurers 
The rating outlook for the U.S. life insurance industry is 

stable for 2016, according to Fitch Ratings. In addition, the 

fundamental sector outlook is stable. Fitch’s outlook consid-

ers the industry’s very strong balance sheet fundamentals, 

strong liability profi le, and stable operating performance. 

These positive factors somewhat mitigate Fitch’s ongoing 

concerns over persistent low interest rates that will continue 

to pressure interest margins and reserve adequacy in 2016. 

Fitch expects continued earnings pressure in 2016 due to 

reduced interest margins, which will offset modest growth 

in fee and underwriting income. 

Credit-related investment losses are expected to increase 

in 2016 under Fitch’s base case scenario but remain somewhat 

below historical averages and pricing levels. Key credit con-

cerns that could lead to higher than expected losses include 

continued weak commodity prices, softening global demand, 

the impact of Fed rate hikes and increasing geopolitical risk. 

Fitch expects reported statutory capitalization, which 

exceeds both pre-crisis levels and rating expectations, 

to remain near current levels in 2016, driven by retained 

earnings and modest growth in in-force business. Further, 

Fitch continues to view the industry’s liquidity profi le as 

strong, despite increased exposure to less liquid investments. 

Legacy variable annuity (VA) risk has diminished 

somewhat due to improved equity market conditions in 

recent years, but continues to be a source of reserve and 

capital volatility as experienced in the second half of 2015. 

Longer term, Fitch remains concerned about tail risk 

associated with the product's living benefi t guarantees, 

which could cause a material hit to industry earnings and 

statutory capital in a severe stress scenario. 

Fitch believes that a rise in interest rates by 100 bps to 

150 bps could have positive implications for our sector 

outlook for U.S. life insurers. Conversely, if interest rates 

decline to levels seen in late 2012 (i.e, 10-year treasury 

below 1.75%) and stay low much beyond 2016, Fitch would 

likely change its outlook to negative based on a weakened 

earnings profi le and anticipated capital impacts associated 

with reserve strengthening. 

Industry Continues Struggle 
Against Low Interest Rates 
The life insurance industry’s investment decisions continued 

to focus on yield in 2014 and into 2015, according to a new 

study by Conning.

“The quest for yield has been the key focus for the life 

industry investment portfolio for years now,” said Mary Pat 

Campbell, vice president, Insurance Research at Conning, Inc. 

“In response to the continued pressures of the low interest rate 

environment, insurers have been adjusting allocations in the 

investment portfolio to provide the much-needed extra yield.  

From 2010 to 2014, insurers have shifted away from stocks 

to reduce exposure to volatility, and have increased their 

allocation in yield-boosting investments such as Schedule 

vvBA assets as well as lower-rated bonds.”

The Conning study, “Life Insurance Industry Investments: 

The Search for Yield Runs Dry” analyzes life industry invest-

ments for the period 2010-2014 for the industry as a whole, 

by insurer size, and for fi ve peer groups. The study combines 

a discussion of strategic issues facing the life insurance industry 

with a detailed examination of its investment profi le.

“This quest for extra yield has cut across the life industry, 

as insurers of all sizes have been adding credit risk in their 

investment grade bond portfolios,” said Steve Webersen,

 head of Insurance Research at Conning, Inc. “This is especially 

true of midsized insurers that are invested overwhelmingly 

in bonds. In comparing investment results between insurers, 

we also see some of the largest insurers adding risk with below 

investment grade bonds and investments in Schedule BA assets. 

Insurers have done what they can, but the persistent low inter-

est rates have dominated over moves to increase yield in these 

past several years.”
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