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Moderator Frédéric Jacques: Good afternoon everyone, thank you for coming to Session 11 on hot topics for living 
benefits and life. I know it’s a tough session. You’re probably looking for a nap just after lunch and we’ll try to be as 
quiet as possible, not to wake you up. Today we’re going to have Marc-André. Marc-André’s going to talk to us about 
the new CIA table and I will also cover some of living benefit hot topics. The slides are going to be published on the 
website. I would ask you to wait until the end of his presentation to ask questions. The subject that Marc-André is 
covering could be challenging and you may have a lot of questions but just to make sure that he’s not answering your 
question later on in his presentation, we would ask you to wait until the end of his presentation to ask questions.  

We have plenty of time during our session today, which is scheduled for 90 minutes, to cover all the life subject and a lot 
of the living benefits subject and take questions. So, don’t be shy, come to the microphone. I hope that you will be 
participating in our session today because that session is really meant for you to further your knowledge and also to share 
with some of your co-workers or competition about some subject regarding individual insurance.  

Just a small bio for Marc-André. He graduated from the University of Montreal in 1991, with a bachelor’s degree in 
mathematics. He has 19 years of experience in individual life insurance in corporate actuarial and pricing roles. Prior to 
joining RGA in 2002, Marc-André worked for a large multinational life insurance company in Ottawa. His work at 
RGA consists of developing reinsurance solutions for clients and working on research projects. He’s also the chairman of 
the CIA Individual Life Experience Subcommittee, a member of the research committee, and a member of the CLIFR 
subcommittee on mortality improvement.  

In regard to the living benefits hot topics: before the meeting, I sent an e-mail to a lot of people in the industry, head 
office people and advisors, asking them, what they would be interested in discussing, and I’ve compiled all of their 
responses in our slides. Some of them may be of interest to you, some of them may not, but all are of interest to someone 
in Canada. So, may as well have a discussion on it and see what the feeling on it is. Without further ado, I will pass over 
the mic to Marc-André.  

Oh, by the way, I’m Frédéric Jacques from Munich Re and I’ll be the moderator. 

Marc-André Belzil: Thank you everyone, thank you for coming. I know there’s, or at least there was a football game 
going on and I was anticipating a little more people but I think some people are interested in some of the results. Thank 
you for attending. Half of my session is going to be technical and I think it’s good that we go through some of the basics 
of how the new tables were derived. It’s been, I’d say, a long process going on for two-and-a-half years. So our committee 
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was really glad when we released the report back in May. My presentation is going to go over the new table and how it 
was derived and some pricing and reserve implications. There was one comment that some of the numbers or comments 
on the slides might be small but I’m probably repeating what’s on the slide anyway. But also the slides are going to be 
available after. 

Just to go briefly about how the table was determined. First of all UQAM [L'Université du Québec à Montréal] was 
responsible for the mortality tables and the report. They looked at the latest data that was available at the time. They’ve 
used 1997 to 2004 data and they took the data that was available from the experience studies that the University of 
Toronto used to do. Still we had some challenges at the ultimate because there is not a lot of smoking distinct data there. 
As you can see, most of the ultimate is still aggregate and we probably have up to maybe 20 to 25 years max of ultimate 
data for non-smokers. That’s a caveat that I make right off the bat. But it’s still better than what we’re currently using, 
the 86–92.  

I’ll go quickly through all of this. This is how the ultimate rates were derived. The table is always a compromise between 
how well you want to fit the data and how smooth you want the curve to be. There’s always a challenge, the “art” part of 
building a table is that you have to compromise between minimizing this equation. This would be the graduated rates 
minus the actual rates. This term here is for smoothness, so you can be as smooth as you want if you put an h-factor big 
enough. This is the part of the equation that shows how the data is fitted to the table. This formula was applied by each 
gender separately and by each smoking status and this was done up to age 80. We will see what happened after. 

The first step in looking at the older ages’ ultimate rate was to use the real data up to age 80 and then the researchers 
look at fitting a Makeham’s Law to the ultimate rates. And that was the way the 86–92 was derived. It did work for some 
ages but we found that using this law it would not fit the data properly. What we did is, and when I say we it’s always 
the UQAM in conjunction with the experience committee, so it’s not just a committee, it’s mostly the work of UQAM 
but forget about that. What they’ve done is they fitted the data from age 60 to the latest data they could with this 
formula and this was done separately for males and females and for each smoking status. All of the parameters were 
calibrated using the data after age 60.  

Then we had the first draft of the table, but we noticed that the tables did not fit the data, especially at the older ages. So 
we tried to find other ways, other formulas to see how we could end the table and one of the things we noticed was that 
grading up to population data was actually making the table fit the data a lot better than using Makeham. So what we 
did is also something consistent with what the SOA has done, is to grade to population data. So no matter what the 
smoking status is, it would grade to Canadian population data at age 90. We took our Makeham graduated rates from 
age 80, and we used 100 percent at age 80, and then we graded down to zero at age 90, at which point only population 
data is used up to age 120.  

What we did also is after age 105, instead of using the population data which was fluctuating around 450 deaths per 
thousand, we used a constant – which is something that was presented at the Living to Age 100 Conference – we used 
450 all along from ages 105 to 120. So, now we have a new omega, it’s no longer 105, it’s 120 and it’s also consistent 
with what the Society of Actuaries have used for ages 105 and above. We did that because, as you can see, the number of 
ultimate death after age 85 or so, it really goes down quite rapidly. After age 90, there are less than 50 deaths per each 
gender and smoking status.  

After we have the ultimate then we need to come up with the select rate determination. So we’ve looked at 15 because we 
currently have 15. The committee looked if we could use something maybe even lower, like 10, but there was still 
evidence that 15 was better. And we looked at a longer period, but two reasons why we didn’t go to 20 was that the 
experience didn’t really show a lot of selection after 15, if any, and the data was really scarce. Like I said, non-smoking 
data after duration 15 is pretty scarce. So there was no justification to go to higher select period, unlike our American 
colleagues who are using 25 years. What the researchers have done is something similar to how the 86–92 was derived, 
they looked at the first year select mortality compared to the ultimate mortality and they come up with an r-factor, 
which is the first year selection factor. 

This shows how the first year selection varies by age. It’s sometimes a challenge to fit a curve for the selection factor. 
Obviously some of these points, which again represent the ratio of the select to be the ultimate mortality at the same 
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attained age, vary by age. There are some outliers that the researchers didn’t look at. Obviously it’s pretty hard to fit any 
curve here and there’s this really high blip for females at age 60. We fitted a curve that represents the first year selection. 
After the first year selection is determined, then you need to come up with the full 15-year select rates. UQAM fitted a 
monotonic increasing function such that the factor g was zero at time zero, and was one at time 15. It goes smoothly 
from the first year select factors to zero percent of select factor after 15 years. The alpha in this formula represents the 
impact of the selection period and varies by gender and smoking status, to have gender and smoking status distinct 
tables. That’s it for the technical background. Now we’re going to look at what the curves are compared to the 86–92. 

The pink line represents the new table, the CIA 97–04. So just remember that because it’s always going to be pink. The 
blue one is the CIA 86–92. What I’ve done actually is to look at the data that was used to do the 97–04 and recalculate 
an actual to expected based on the 86–92. The pink line is 100 percent of the new table and the blue line is 76 percent of 
the CIA 86–92. It’s about higher than 30 percent. The ratio is closer to 35 or 36 maybe to convert one table to the other 
based on the 97–04 data.  

For issue age 30, you see for male non-smoker not a big, big difference. The 97–04 is a bit flatter than the 86–92. Again, 
flatter for male smoker, flatter for female non-smoker, and much flatter for female smoker. Age 30 is not really very 
representative of what we’ll see there after. When we look at age 45, again issue age 45, the 97–04 is much flatter for 
male non-smoker and male smoker and then we start to see some difference for the female smoker. We’ll see that 
throughout the rest of the presentation. The 86–92 is under estimating mortality for female smokers at these ages and 
you see it’s even worse at issue age 60. It’s not too bad for male non-smoker. Male smoker and female smoker—rates 
tend to be under evaluated using the 86–92 and for female non-smoker. That’s more graphically what select rates would 
look like.  

Now we’re going to talk about the ultimate rates. The current table, 86–92, is pretty old and companies now are using a 
factor which could be 60 to 65 percent of that table. What I’ve shown here is what happened during the mid 86–92 
period. I’d say the midpoint is 1990, which is not totally correct but I didn’t have the 1989 data. These are population 
data by the way, I don’t think there’s any CIA experience for 1990 based on the 86–92 data—I looked at the 1990 and 
bring it to 2000, which is the midpoint of the 97–04 table. These are improvement rates, again in the population, for 
males and females. You see males are higher but what’s more important here is that the improvement is not a constant 
factor by age. I don’t think that’s really surprising to anyone. It really goes down as you grow older. That’s just to 
announce some of the results that you’ll see after, is that when you’re applying a fixed percent, you’re really assuming a 
flat improvement for all ages, while what’s happening is that your younger ages improve a lot more than your ultimate. 
You end up that the slope of the table you’re using is not appropriate. We see that looking at the tail end of the table.  

These are the ultimate table at attained ages 75 to 95. I wanted to show at the older ages what the slope would be. And 
you can see that the pink line, the new table, is always steeper than the current table, using 100 percent and 76 percent 
of the 86–92. To me, there would be a concern if I was using a flat percentage, especially at a low percentage of the 86–
92 like currently companies want to be using. You will probably underestimate older age mortality and that will have an 
impact, we’ll see it later, on older ages, on permanent products, like level T-100 with no lapse or almost no lapse.  

I wanted to show how the new table fit the data of 97–04. It is not surprising that the actual to expected for select and 
ultimate are 100 percent of the new table because that’s the way the new table was built. Using the 86–92, then, the 
mortality is higher in the select period but then lower in the ultimate period. Again, for disclosure purposes, we had 
some discussion internally that no table is perfect and in some ages, some durations, some combination of all these 
variables, you might have actual to expected that are higher or lower than 100 percent. So we wanted to show how the 
experience compares to the data.  

In red, these are the select and ultimate for each gender and smoking status separately. You see that there’s a lot of 
fluctuation in the 86–92 while the 97–04 is a lot more level. It has been recalibrated to fit the different combinations in 
the select period and the ultimate period. This is all the actual to expected, compared under the 86–92 and the 97–04. 
For each male non-smoker, male smoker, female non-smoker, female smoker, I’ve shown the difference from the actual 
to expected in that cell compared to the overall. There is a kind of variability of results in each of the cells. For male non-
smoker you see all the results are within 10 percent, the 86–92 was not too bad, one outlier. For the male smokers, there 
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was more variance in the different results under the 86–92 and better fit for the 97–04 except for age 70–79, which is 36 
percent above, while it was 67 percent above these ages. The female non-smoker overall is better on the 97–04, there’s 
still some discrepancy. What you can see, the big difference, is the female smoker. We’re now better calibrated, unlike 
the current table which is really not appropriate for this sex and gender combination. And overall the results are within 
one percent in each of the cells and three percent difference for the 86–92. That was for the select and you see similar 
results for the ultimate period. Male non-smoker is now a better fit than the 86–92, smoker also. It’s a give or take for 
female non-smoker and for female smokers, a better fit than the 86–92.  

There are a lot of assumptions there, I’m not going to go into all of the assumptions but I wanted to show what the 
pricing would be for a T-10, a T-20, a T-100 with cash value and a T-100 without cash values. What I’ve done is I’ve 
used current commercial premiums, current assumptions for lapse, interest and mortality, something that’s up to date.  

I work for a reinsurer, so I put some expenses that would be comparable to what a ceding company would use. What I 
show here is the profit margin under the 97–04 divided by the profit margin under the 86–92 for all of these products. 
You see, for example, a T-10 by age, the younger ages are more profitable and then it decreases after age 50 to 55. T-20 
is almost unaffected. It’s a bit higher for all ages. One reason for that is that T-20 is not issued after age 60, so there’s less 
weight for the older ages where the new table hurts more. Then you see with the permanent products that your 
profitability really decreases at the older ages and especially so for a T-100 with no cash value where there’s no lapse and 
interest is really low, so it makes the product not look as good at these older ages which are not that old actually, 45 to 
50.  

Now we just look at the results by age. I want to show by the different sex and smoking status what would be the results. 
I look at the T-10 both on a profit margin and some type of IRR. Look at required reserves and required capital. 
Obviously your results that you will run internally will be different from these results but I’ve used something general 
which I think will reflect the new table. For T-10, the new table really reflects the low profitability for a smoker, 
especially for a female smoker and the margins, the 97–04 margins are always below the 86–92 except for the male non-
smoker. And the same thing for the IRR. On the T-20, there is less difference between the two tables.  

The CIA 97–04 still shows worse results for female smokers, but you get better results for male non-smokers and better 
results for female non-smokers. So in total it’s not too bad for a T-20, it’s almost neutral between the two tables. And 
now I show the T-100. The T-100 is always less profitable on either a profit margin or an IRR basis. Again we see 
smoking mortality being most affected, especially for a female. Finally I did some tests looking at reserves on term and 
on a permanent product, by age, and also by smoking status and gender. This is for a permanent product so they’re a 
combination of T-100 with cash value, UL level COI and T-100 without cash value—and show the results of using the 
97–04 divided by the reserve generated using the 86–92. And you see, not surprisingly, female smoker being really high. 
Overall, I was a bit surprised by that, I thought the reserve generated would be higher than that but you’re about maybe 
1 percent higher than under the 86–92 under these sets of assumptions that I have used. You can see clearly though that 
depending on your portfolio and your age mix, if you only have age 70 and above it could be as high as 110 percent of 
your current reserve. Depending where you are here, your reserve might be even lower if you have really, really younger 
ages, but I doubt it. Most of these products have been sold in 1990s, beginning of 2000, so average rate is probably more 
close to 59 or something. That’s some interesting results. 

For term what we saw is obviously smaller numbers. We saw some release of reserves overall. Not for female smokers, not 
for female non-smoker. Why I presented this way and not as a ratio? In this calculation there was some negative reserve 
compared to positive reserve, making the ratio, not a good measure to look at. This is really a net reserve generated under 
the 97–04 minus the reserve on the 86–92 by face amount. Still overall, some release on the term, which is not 
surprising—it’s not affected by older ages, it’s mostly younger ages, shorter term, so you can expect probably there is 
some release.  

In conclusion, I think four points to take away: the slope is probably one of them. One of the things that we have to be 
careful about is that when you apply a constant actual to expected to a table, it doesn’t really take into account that 
mortality doesn’t improve by flat percentage across all ages and that will create distortions in your results and, like we 
saw in this case, the 97–04 is a bit steeper than the 86–92. It was probably a good table until seven or eight years ago 
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because it was probably too steep to start with, then it was corrected because of different mortality improvements and 
now it’s no longer, I believe, the best table out there. The new table I think will release some of the subsidies that we 
currently have for smoker and non-smoker, so probably non-smoker will have better mortality than smoker. Younger 
ages will have better mortality than older ages. It will also correct some of the imbalance that we currently have in the 
select versus the ultimate period for the 86–92 results.  

I forgot to mention that what’s going to be interesting is that our committee has asked, not the current researchers, but 
Barbara Thompson, who used to work at the University of Toronto, to redo recent experience on this table. She’s 
currently working on it. We’re trying to have, maybe not the five-year experience study, we’ll try to have two to three 
years. We’re starting with the most recent one that’s been published, the 2005–2006, and we might do the 2006–2007 
also. We’re probably going to have two or three years’ worth of experience which is good, probably sometime in August, 
to give time for actuaries to look at the experience and how it emerged since 2004.  

What we can see in pricing is maybe results in permanent product profitability go down a bit, especially on T-100 with 
no cash values. Depending on your distribution, your age, your sex, your smoking status distribution, term profitability 
could go up or could go down. On the reinsurance side, I don’t know if that’s going to require premium adjustments. I 
know on the reinsurance side, we’re probably going to ask companies if they want to go and use the 97–04. I think it 
would be a win-win situation with some of the subsidies that you probably see as well. For some time people might want 
to compare the two tables but I’m confident that after a transition period we can move to this new table. On the resource 
side, again I’ve shown how different products would be affected. It would really depend on your portfolio. If you’re more 
exposed to longer-term business, no cash value, then there might be a hit to reserves, otherwise on term there might be 
some releases there.  

So that’s my part of the presentation, maybe we can take a few questions now. 

Steve Sullivan: Have you sort of recommended to the CIA that perhaps in the future they should update a full mortality 
table more often then? 

Speaker Belzil: No, I . . . 

Steve Sullivan: Just wondering if this leads you to concerns about using a table for too long a period, especially when 
mortality is changing quickly. The fact that, you know, it’s okay when you’re using 95 percent of a table, maybe the 
problem gets to be when you’re applying a multiplier . . . 

Speaker Belzil: Fifty or 60. 

Steve Sullivan:  . . . of 60, 70 percent sort of across the board.  

Speaker Belzil: Yeah, I totally agree. It’s a challenging task. I went through almost the entire process. It’s also a challenge 
to find—that’s going to be my sales pitch—to find universities that will want to collaborate and do stuff like that. I 
know in the UK they have the Continuous Mortality Investigation group. I don’t think they’re affiliated with any 
universities. They’re just a group of researchers, and I think they probably do a better job than we do at tables and 
mortality improvement. And the US also, they might even be some resource. But I agree, I don’t think we should wait a 
long, long time to have a new table. 

Any other questions?  

If you think of something, we also have questions at the end but in the mean time if we don’t have any more questions, 
I’ll ask Frédéric to do his presentation. Thank you. 

(Applause) 

Speaker Jacques: Thank you Marc-André. I’m assuming you’re going to give it some thought and that you’ll have 
questions at the end of the presentation about mortality. That’s definitely something that is paramount to what we do—
mortality in all products including living benefit because people tend to die, even though we pay when they are living. 
They tend to die, so we have to account for it in the pricing.  
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Now we’re going to the really more interactive portion of the presentation of this session, so I would ask for your 
participation. You can interrupt me any time you want. I really encourage you to provide comments or questions 
throughout because otherwise we’ll be done and you’ll have to go outside and walk under the sun of Vancouver and you 
definitely don’t want that. As I said before, for the hot topics, some of the hot topics were provided to me by advisors 
that I’ve asked what was of interest for them and they didn’t give me the usual answers. Cheaper product, more 
commission, no underwriting; they didn’t give me that. So we’re not going to talk about those subjects. We all know 
what they want, we cannot deliver, so we’ll try to find something else.  

I’ve also asked people from head office to give me some subject which was of interest to them. Most of these subjects on 
the slide came from advisors. The first one is really interesting, it’s advisor apathy. Having a French background, I had a 
pretty good idea what apathy was but I was very surprised that this subject came from one of the most successful living 
benefits advisors out there in Canada. His comment was, people seem to have lost passion. I went to Wikipedia just to 
make sure I was understanding what apathy was and it says, “it’s a state of indifference or the suppression of emotion 
such as concern, excitement, motivation, and passion.” That scared me a bit. You have the most successful advisor that is 
looking at their peers and saying that they have no interest in the products that we’re developing, that we’re bringing to 
the market. That speaks loudly to me. We need to find a way to connect to the advisors. I know the advisors were into 
an aging population and that’s an issue. But if those people are not excited by the products they are selling, where are we 
going to go? What have we done wrong? How can we get them excited about our products? I don’t know if you have any 
comment on that but that was really striking. No? No comment? All right.  

A few advisors also mentioned the lack of consumer awareness and that’s been going on in the industry for a long time. 
People that have been involved in living benefits for years I think realize—and it was identified all along—that consumer 
awareness is really something that we have to work really hard on. First of all, our products are failing you in Canada and 
they are failing you around the world. Looking at living benefit, CI as an example, not even 30 years in the industry. 
Some people don’t even know that those products exist. We have to make sure that for an advisor to be able to sell it, the 
advisor is the push strategy. If we are able to get increased consumer awareness, we’re going to be able to shift that 
paradigm and go from a pull strategy. Where consumers are going to pick up the phone and call the advisor, talk to me 
about LTC, talk to me about CI, talk to me about DI. Then advisors will take time to understand those products 
because they’ll see money at the end of that sale. It’s going to be an easy sale for them. I think there’s a lot of work that 
needs to be done by the industry to be able to put those products right in the face of the day-to-day consumer either 
through trade publication, through paper advertising. We saw there was a section—I think it was The Globe and Mail or 
the National Post about a month and a half or two months ago about long-term care. I think we’ll need a lot more of that 
to really raise the awareness.  

Obviously they talk about underwriting challenge and the challenges they face in underwriting. When I spoke to that 
advisor, what he told me the challenges they are faced with—and it’s not that particular advisor, he was commenting in 
general—is, people are used to the underwriting of life, they’ve been dealing with it for years, they understand it, and 
they qualify it as a no surprise. They know when they are sitting across the kitchen table if that client’s going to be 
accepted, declined, or if there’s going to be a high likelihood that they’re going to be rated. When we look at products 
that are slightly different, like living benefit products where obviously the client motivation is to fulfill a need but there’s 
also an increased risk of anti-selection and an increased risk of non-disclosure because those products are paying benefits 
when you’re alive. Well, the underwriting has to be a bit more thorough about it.  

When you look at a beast like long-term care where there’s no blood profile, there’s nothing but a cognitive screening, 
there’s more functionality testing, and it’s for an older aged cohort. If you’re an advisor that’s been dealing with the life 
insurance industry for years, you’re looking at that and saying, “Do I really want to present that product to my client, 
and what’s going to be the outcome of the underwriting that’s not fully well known to me?” So, that could be also an 
issue of not only consumer awareness but trying to help our sales force, either career sales force or advisors, to be more 
comfortable with the underwriting process so that there are no surprises at the end of the day for them. 

The last comment is on combo products and I’ll touch on it when we go through the LTC slide where, there’s a lot more 
combo discussion. A few years ago at Munich we did an advisor survey and it was clearly shown at that time that advisors 
were interested in combo products. That was a clear trend there and it was similar to what the U.S. was seeing as well. 
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When I was speaking to my fellow actuaries in the insurance company, one of their comments was, “Well, Fred, been 
there, done that, advisors always ask for something, you give it to them and they look at it and say, well that’s not exactly 
what I wanted, so, thank you for giving it to me but I’m not going to touch it.” And I think there’s been a lot of 
resistance from the insurance industry to try and invest money in trying combo products to see if it would attract people 
and really would fulfill the need that advisors have been saying all along. Luckily, or unluckily, we’ve been through an 
economic crisis where insurance companies had some restriction on their development budget for trying things out. 
They had a limited amount of money and they were trying to make changes where they would get the best bang for the 
buck. And obviously life insurance products were the first place they made changes. We’re hopefully out of the financial 
crisis because I want to retire at one point in time, so I need investment. Hopefully we’ll be OK. Now it seems that in 
insurance companies, their development budget is back online and we’ve seen a lot more activity. And there are some 
companies that have came out with combo products either from a life, or a DI to LTC, or CI to LTC. There are people 
now trying that and trying to see if the advisor will really embrace that concept or not. It’s another way for the market to 
try to increase awareness, to try to get our advisors to sell the product.  

I don’t know if there’s anyone that has any comments or question on what I just covered. 

U-M: (off mic) Fred, is there a possibility to (??)(42:37)  

Speaker Jacques: Yep. 

U-M: (off mic) Your typical profile with agents pays 55 for a successful going after the (??)(42:52). There’s that comfort 
level there that just says, (??). Is there an opportunity there that you either have to change distribution dynamics a little 
bit or go an alternate distribution it terms of some of these products that are not (??)  

Speaker Jacques: Well, I think from an overall market, insurance companies realize that the aging of the sales force and 
advisors is creating some issues. They’ve been looking at it for years. But also, insurance companies have tried to find that 
new market, that middle market, the underserved market. Like, I’m an advisor, I’m going to put myself in their shoes—I 
would never be able to do their job, I don’t have the marketing skill for that—but I’m putting myself in their shoes. 
They’re going to go visit the client, sell them a $100,000 life that’s going to give them, I don’t know, $100 commission 
or something like that, not much. They need to spend a lot of time to create that. So, are they interested by those sales? 
Probably not. They’re interested in when they’re going to get the $500,000, something that’s worthwhile. And I think 
creating new products through looking at the distribution and trying to attract that market, that’s an entire package.  

If you want to attack the middle market you’ll need to create products that are specific for that. You’ll need to create 
distribution channels either through partial removal of advisors—I’m not saying we should remove them because they’re 
providing a good source of knowledge for the client, but there could be some partial removal of the advisors—so that 
their touch time with the client is much shorter and they’re able to capitalize and get more sales out of that. So obviously 
I think the Canadian market is looking at that either from a life perspective or a living benefit perspective. But if we look 
at living benefits as an example, the products that are currently on the shelf, I would qualify them as being probably too 
complex for the average consumer to be able to navigate through them without advisors. So that’s something that we’ll 
have to look at. 

Here I’ve provided a slide that came from LIMRA [formerly the Life Insurance and Marketing Research Association] and 
it’s showing the sales trend for 2007, 2008, the first half of 2009, and 2009 annual, and this is the exact slides coming 
from LIMRA, so the comments at the top are coming from LIMRA. The LTC and the DI seems to have been impacted 
by the economy and even though we had a kind of financial crisis at hand, CI seemed to have performed pretty well. 
Some people may wonder, the six-month value on LTC, is it a zero, or is it not existent? Well, actually, LIMRA only 
collect LTC data on a yearly basis, so that number is actually not collected. Anecdotally, speaking with insurance 
companies, and looking at our own portfolio, the first six months of 2009 were pretty bad from an LTC point of view 
and later the next six months were pretty good. So overall we end up with a -9 per cent growth but if we were to look at 
the other slide, we probably were around here for the first six months. That was good news that towards the end of 2009 
sales seems to have picked up a bit. We can go a bit later when I talk about some of the initiatives the industry did in 
order to try to get the LTC sales going. 
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So again, strong sales from CI, it’s interesting to see that product finally to be back on track and having interesting 
growth. Any surprises here? I’m assuming not, you’re all receiving some of those numbers, so I was just showing what 
happened in the market.  

Now I’ll go into a specific product and some of that sales data. There was some question about this slide here—the blue 
stuff is the non-cancellable plan, the green stuff is the products that are guaranteed renewal premium. For those of you 
not familiar with the terms: non-cancellable plan means the insurance company cannot change rates, they cannot cancel 
the contract, so it’s locked for life and the control is really within the client, if they want to lapse their contract or not; 
guaranteed renewable is a plan where you cannot, as an insurance company, cancel the contract, but you can increase or 
decrease rates on a cohort basis. So, that’s a more adjustable plan. The cancellable commercial one, where you can 
change rate and also you can cancel the coverage is similar to what you would have in car insurance where unfortunately 
your insurance company can call you and say, “We cancel coverage on you, bye bye, thank you for all your years of good 
work but we don’t like you anymore.”  

When I spoke with people, they said, “Well, Fred, do you think there’s a trend there in the re-emergence of GR 
products?” Because for many, many years non-cancellable was the primary driver of DI and it’s been like that for years. 
And now through the economy for whatever reason, it seems that GR fared pretty well in 2009 and, I think, 2008 as 
well. I don’t have a crystal ball, or I don’t have all the knowledge on why we saw a re-emergence of DI on GR but is it 
just a blip in the experience, or is it a trend that we’re going to see going on in the future? Anyone that’s involved in DI 
or that’s not involved in DI that may have a theory about it they want to share with other people? No?  

In terms of some of the comments that came up. Let’s discuss the untapped market. DI sales, except for last year, have 
been, I’m going to quality them as fairly flat. Look at them, plus or minus 3–4 percent a year right there. The new 
business growth has been very limited on the uptake, very limited on the downtake, so it’s been fairly stable. And a lot of 
the insurers involved in that market have been always trying to find ways or trying to find out why we cannot get to one 
of the untapped markets that you have on DI. And I’ve been involved in the DI market for eight years now, so I don’t 
qualify myself as a DI expert, a lot of you have more experience than me on DI but I’ve heard the same story for the past, 
eight years: how can we try to attract that cohort? And nobody has been able to figure it out yet. I think there are 
tremendous opportunities over there. My personal theory is that DI products over the years became extremely complex: 
there are multiples of writers, there are multiples of clauses. If you’re an advisor, and the people that are selling DI at the 
moment are the very long experienced advisors, they’ve been selling DI for years and years and years, they know the 
product very well, they’ve been through the evolution of the product, so every time a new feature was coming out, they 
only had to learn one feature. If I’m looking at a new advisor coming into the market, obviously DI is not going to be 
their first choice. The product is very complex, you need to know a lot about the product to be able to provide enough 
knowledge to your potential buyer to alleviate all their concerns and questions. So, are we going to see someone being 
able to come up with a product, or a marketing approach that will grow sales on that untapped market? Time will tell.  

The last one that I have on that slide: to age 65, we all know that retirement age has changed and all the DI products out 
there were to age 65 but most of them had a condition in their contracts that if you’re still actively working at 65 and 
you’re earning an income and you can quantify that, we can renew your contract for either one year or two years, for a 
few years like that. That was a provision that was already in the DI market. But we all realize with the economy and the 
aging of population and the shortage of resources that we’re predicting in the future, hopefully not a lot of you will be 
working past 65 but I’m sure there’s some of you who will keep on working past 65. And how have the DI market kept 
up with that? Do we have some opportunity there to sell DI to older ages? Or modify the DI plan in order to provide 
value for the aging population? The change in the dynamic of the demography that’s happening out there. I think that’s 
one aspect that’s been highlighted by a few advisors when I spoke with them.  

And there’s the I&P, which stands for issue and participation limit. This is really meant to control anti-selection or 
replacement ratio, just making sure that someone that goes on disability is not making more money than when they were 
not on disability. Obviously we all realize that if I go on disability and I’m making 100 percent of my income without 
working, well I’m going to become a couch potato and look at my TV all day long because I don’t have to work and I’m 
making the same amount of money. Insurance companies developed those I&P limits. We’ve seen in the past five years 
the I&P limit changing a lot and moving up over years and what it means. It’s creating some interesting challenges for 
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some of the advisor communities in the fact that sometimes they sold products that were capped on highly-paid 
executives as an example on the I&P limit in the past. Now the I&P limits are much higher so the new executives 
coming into some of those corporations are able to get more money or higher replacement ratios than the longer-serving 
employee within the corporation. So that advisor was saying, well I think the insurance industry—and they were not 
naming any company—I know some of them have found ways to alleviate that concern but some of them still have to 
look at that and trying to make the job of the advisor a lot easier. But as a pricing actuary, I’m very interested in seeing 
where those new I&P limits will lead us in terms of experience. And as an example, if—and these are just numbers out of 
a hat—but if in the past the I&P limit on average was replacing 70 percent of your salary, and now we’ve increased those 
I&P limits to 75 percent of that salary, are we expecting to see a change either in termination or incidents of your DI 
plan? Possibly. That doesn’t mean that the past experience that we’ve seen will go forward.  

Any comments? Questions? Soon I’ll have to sing and dance to get you going. I can do it. No? All right, I’ve covered 
that. 

Critical illness. I’ve got a few points there and I’m going to flip to the next slide, where I’m reporting—and you’re lucky, 
you’re the first ones to see it—some high-level information from our most recent individual insurance survey that covers 
CI as well as life insurance. It came out at the beginning of June. The survey overview includes 19 companies on the life 
side that represented 97 percent of the market. In terms of premium and critical illness there were 17 companies, 98 
percent of the market. I think overall we can see that it’s very representative of the industry. Critical illness products are 
only for individual critical illness with guaranteed premium rates, so similar to what you would have on disability, it’s 
non-cancellable, the contract is issued, cannot change the premium, cannot cancel it. Something to keep in mind when 
we’re looking at the graph, the answers are as of the end of December 31, 2009. Since then some stuff may have changed 
in the market but we ask companies to provide information on that. Again, here, as I mentioned in a prior slide, critical 
illness sales turn around a corner. We can see here that during this time it was flat, here it was flat, here it decreased and 
suddenly we started seeing it coming around the corner and having increases. Finally CI turned around a corner and 
we’re looking at potential new business premium increases. The hatched line there is when we asked participants what 
their sales projections were for 2010 and 2011. That’s why you see them increasing. They said, and that’s not me, they 
said 13 percent in 2010 and 9 percent increase in 2011. Those are pretty interesting results in terms of sales growth. 

Since then we’ve been able to get information from LIMRA and Q1 2010 was phenomenal. Sales were through the roof 
and they reported a 22 percent sales increase quarter to quarter. It looks like if everything goes according to plan—again, 
I said I don’t have a crystal ball—the 13 percent, even if we have a slowdown throughout the year, is achievable because 
we started very strong in the year. People ask me, why is term here flat or decreasing and we see the increase in level and 
permanent. For those of you not familiar with the terminology: level is level premium to age 65, 75; permanent would 
be level premium to age 100 or 105 depending on whether it’s whole life or CI, depending on how you define your 
ultimate.  

Well, I’ve said we’ve been through a financial crisis and throughout that time we were able to surprisingly see a lot of 
large cases on the individual life side being placed. It appears that advisors and clients that were investing a lot of money 
and time in the money products when the financial crisis hit, they turned around and they went from the safe side. 
Insurance has always been deemed as a safe place to put your money. The reason we see an increase there on level and 
permanent I think is also coming from the fact that those products have ROP plans. You don’t have that much ROP on 
term but you do have it on T-75, T-100. When you’re in a financial crisis and you’re seeing that insurance companies 
are able to insure you for CI and if everything doesn’t work, you’re going get your premium back. If you’re taking a 
spreadsheet and doing an internal rate of return on it, it’s a pretty good investment. And that money being paid out is 
tax free. So that probably created some incentive even though the ROP feature is not cheap and CI is not a cheap 
product to start with. If you look at it people flew away from investment products, money products at that time and they 
park their money into insurance products and that’s probably one of the reasons we saw more growth on the T-75 and 
T-100; it’s coming from the ROP.  

Next slide, and I love that slide. There’s only four numbers coming from an actuary; it’s not bad. I love that slide because 
I’m showing individual life plan and critical resolve there and I want to contrast something. We asked insurance 
companies to give us the data for what we consider an active advisor. And what is an active advisor? It is an advisor that
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 sold one policy for your company in the entire last year. We know that some insurance companies have contracts with 
advisors but the advisor has not placed any application with that insurance company. So the denominator there is 
actually active advisors. They sold at least one policy. And we asked them, out of those active advisors, how many was the 
percentage of them that contribute to 75 percent of your premium. We can see it on life, 18 percent of the active 
advisors contributed to 75 percent of the new business premium. On CI, 27 percent. So we’re a lot more concentrated or 
a lot more dependent on a few advisors. The active advisors are separated, it’s not the same denominator. There’s the 
denominator for life and there’s denominator for CI. There’s, I think, a third or 25 percent of the active advisors on life 
that are selling CI.  

It’s not the same scale but if we look at it, we’re extremely leveraged there. A quarter of our people are selling 75 percent 
of the product. What’s very interesting for me is, we ask them how many are placing 12 policies a year, at least one a 
month? Eighteen percent of the active advisors are generating at least 12 policies for the insurance company on the life 
side. Six percent on CI. If we’re able to get that six percent and double it to 12 percent, the effect that it will have, our 
market will grow substantially and it will reduce that 27 percent, so we’ll be more spread. So it’s going to be more viable 
over the long term. That speaks to trying to find ways for the advisor to be able to sell the product, to try to alleviate 
some of their concerns and increase awareness of the consumer and the advisors. Those numbers speak that there’s 
tremendous opportunities in that sense.  

I was presenting with Mark Halperin in Florida about a year ago. Mark Halperin is a very, very successful CI producer. 
You’ve probably heard his spot on 680News [Toronto] saying, “CI is the way to go, come on, sell the product and it’s a 
great opportunity.” Anyway, he’s a very interesting fellow. When I was speaking with him and was presenting those 
slides from our prior survey, he was blown away because, if we look at it, 56 percent of the policies are issued standard 
without an exclusion, 10 percent are issued substandard with an exclusion, 4 percent that would have some types of 
exclusion. If you sum all of that, it’s 70 percent of the policy or the applications that are sent to the head office are 
placed.  

Guess what was his reaction: “Fred, we should send those slides to the market because the perception out there is that 
you’re only accepting 40 percent of the applications we send over.” Said, “This is news to me.” Said, “This is great.” In 
comparison, life insurance, all those categories, sum up to 79 percent. Seventy-nine percent for life and you don’t hear 
that many complaints. Seventy percent for CI and the perception out there is, “Well, there’s no point in sending 
applications because they’re going to decline it.” I think, again, it speaks to the fact that raising awareness, educating our 
advisors, will really go a long way in trying to keep that growth momentum going on CI. And it came from a very good 
advisor that’s been in the market for many years and has been successful. It was very powerful to me that someone like 
him also had the misconception about those cases.  

And the other aspect, for all of you in the business, well, when we look at those numbers, not taken, decline, or 
postponed, or closed as incomplete. Well, those will happen no matter what. There’s always going to be applications 
where people are not in good health and there’s a reason they’re trying so seek insurance and it’s living benefits again—
they only think about living benefits when they need it. Unfortunately, most of the time, it’s too late. But if we can work 
on the not-taken . . . Yes? 

U-M: (off mic) Sorry, do you have the life number for the 56 percent with you?  

Speaker Jacques: I do have the life number: 71 percent. On not taken, eight percent on CI, seven on life. Well, advisors 
are going to try to shop the case to many places. We’ve worked out that case through underwriting. Obviously we spend 
a lot of resources underwriting and all that, that’s a huge wastage. You’ve invested a lot of money, you’ve made the offer, 
didn’t go anywhere. Close out as incomplete, same category there. They submitted an app and suddenly you look at it 
and it says some of the answers were not fully completed on the app so you went back and you asked for more 
information. Never got a call back, so then you have to close it at the end of that time. You already had an underwriter 
having some touch, you spent money there. There’s still a lot of wastage here. We could save expenses if we’re able to 
work on education and that would be an interesting point to look at. And it gets to one of the comments that Bob made: 
maybe a change into the distribution system on the underwriting could alleviate some of that stuff. There’s a lot of 
discussion in the market with having some type of simplified underwriting, some type of automated underwriting, 
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workflow, and trying to shrink the delivery time. If we’re able to shrink the delivery time from the app coming to the 
door to the policy being issued, the not taken should decline because stuff is moving faster. Close out because incomplete 
should decline because if you have an E-app, you’re not going to accept the app until it’s complete. So that should also 
help in reducing the cost of it. 

One slide here, critical illness claim. Well, no surprises there: cancer still the number one at 68 percent, heart attack, 
stroke are following with 13 and five. Then you have MS, coronary bypass with three and four. Then other conditions, 
seven. So those are claims paid since inception. No big surprises, everyone expects cancer to be up there. Overall as the 
block ages, obviously we’ll have the other conditions growing because we’ll start seeing some paralyses, we’ll start seeing 
some Alzheimer and Parkinson’s moving into the aging block. No surprises. Do I have any concerns with that? No. 
There’s one subset of cancer that I’m keeping my eye on that we’ve not seen enough to make me worry but enough for 
me to identify it and keep an eye on it—it’s thyroid cancer. We’re starting to see a lot more of these and a lot of the 
thyroid cancers that we’re seeing are not really . . . a big proportion of them are not life-threatening. Obviously there are 
some that are. But that’s something that I’m looking at.  

The last slide from the survey, is your product priced for profitability? Some of you that are familiar with that slide, 
we’ve been asking that question on CI and life surveys since almost day one. The results that are coming out of our CI 
survey this year are not that different than the prior year but they still puzzle me. We asked the insurance company, “In 
your honest opinion is your product priced profitably?” And they had the choice of answering yes or no. And we split the 
answer between term level and permanent. So the purple line saying, well, actually the real numbers are 44 percent, 31 
percent, and 36 percent. Who said, “Yeah, our product is priced profitably.” Then we turned around and said, “OK”—
to the same people—“Is your competitor product priced profitably?” And somehow a lot more people think that their 
competitors are able to achieve something they’re not able to do. And that really, really speaks to the fact that people 
think it’s always greener to someone else. “I don’t know, I’m not able to make it work but apparently company ABC is 
able to do it.” At least that’s the perception. So it’s really interesting. And what’s interesting is if we look at life, those two 
bar graphs, there’s some differences but they’re much closer. If you look at UL level COI no-one is able to make money 
out of it, so it’s not a big surprise. But if you look at your own and the competition, they’re fairly similar. So people have 
a better grasp of what’s going on, on life. It seems that CI, it’s still a new product and people have some misconception 
of it. 

Someone asked me about the benchmark definition. Actually, I have an update on benchmark definitions. The CLHIA 
[Canadian Life and Health Insurance Association] has taken over the benchmark definitions that became effective in 
2008. Since then there has been one definition that has been under review. It’s a Parkinson’s definition. There has been a 
proposed definition sent by the CLHIA that insurance companies have been asked to comment on. Right now they’re 
still analysing the results and seeing if they’re going to recommend the change to the definition or not. To date it has 
been two years in the process of the benchmark definition and only one definition has been looked at. We’ll see where 
it’s going to lead us. I think changes will happen but it’s not going to be over the next few weeks. There’s still a lot of 
discussion around that. And the point of the benchmark definition is to remove the two out of six ADL’s as a benefit 
trigger in the Parkinson’s definition.  

Underwriting and claims. I’ve touched on it on the CI survey. Underwriting; a lot of companies are trying to speed up 
the time to issue. So that’s really where the focus is in the industry. Claims: people ask me if I’m worried. No, I’m not 
worried. I’m looking at it and it seems to be developing as expected in terms of incidences. Obviously there is always 
fluctuation when you have limited data and we saw it even on the life side, if you’re trying to develop a table and you 
have some limited data at some places, you have to expect some fluctuation, but overall I’m comfortable where the 
incidences are coming out at the moment.  

CIA experience committee. For some of you who are attending Emile’s presentation, he’s going to talk about it a bit 
more. I’m on that committee. We’re trying to develop an industry table and it’s not an easy task. We’ve been at it for a 
long time and you have to keep in mind that CI, we have to look at 26 benefit triggers. It’s not that on mortality, you 
die or you’re alive. On CI . . . well, you’ve got a CI and it’s one of these conditions so it’s a very complex product. It’s 
very complex to put the table together and there’s been a lot of effort and we’re getting close to being able to provide a 
report to the market. And I’m going to let Emile commit to a date because I don’t want to commit to a date.  
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The one thing here that I want to point out: there’s always a LIMRA study living benefit group that a bunch of people 
from the insurance industry. So, if you’re not part of those discussions, I encourage you to attend one of those meetings, 
it’s always interesting to see what’s going on in the development of living benefits. I’ve discussed about the sales but they 
also did a consumer attitude survey that was presented at the most recent living benefit seminar and that really speaks to 
the fact that people are afraid of retirement, they are afraid of benefit and for some of you who were in to the group 
discussion this morning, what’s happening after age 65, the medical cost, the delisting, and all that stuff; it seems that 
there’s a concern about it. But we’ve seen the LTC data, people are concerned but they’re not ready yet to make the 
jump and ensure that their future is secure. They’re still relying on the government a bit. But at least what I saw out of 
there that’s positive is that there’s a concern out there and that proves that the need is there. We may have to work a bit 
harder for the next few years but we’ll most likely be able to reap the benefit because the market appears to be ready now 
to be on the cuff of looking at those products and embracing them.  

ROP. I said ROPs are a very solid selling feature on CI. It’s there, it’s there to stay for the moment, and I qualify it for 
the moment because at this time, it talks to the next point, taxation of CI is not clear. There hasn’t been a clear ruling on 
what is taxable and what is not taxable on CI. So far the insurance industry is deeming and assuming that it’s non-
taxable, nor the CI benefit, the ROP benefit, any type of benefit coming out of CI. Is it going to stay like that forever? I 
don’t know, I don’t work at CRA. But obviously some of what one advisor told me, if we had a clear understanding of 
the taxation of the product, that would remove some concern that I have selling the product because I don’t want to sell 
a product under some basis to one of my clients to find out a few years later that the concept that I’ve developed and the 
analysis I did on that plan has to be redone totally. So, that’s definitely one of the aspects that they’re looking at. Some 
companies are using a lot of sales concepts in terms of using the ROP. Like having some split dollar, and there’s ways to 
stretch the limit of what is written, because not everything is written in the income tax act. So stretch the limit there and 
we’ll see how the government will react to it. When I started in the industry people were talking about taxation of UL. 
We’re in 2010 and it hasn’t been resolved yet. Who knows what’s going to happen. Hopefully it’s going to happen 
before I retire, but who knows? 

The last one, capital changes. There’s been discussion to change the C2 component of CI to adopt an approach that is 
similar to what life is doing. So that will create some changes in the capital side. For the preliminary numbers that I’ve 
seen, some companies will have a reduction of capital, some other companies will have an increase in capital. But at this 
time it’s only been a proposal, I don’t think they’ve made it further than that and having many, many discussions around 
that. So, I don’t know the shape or form it will take but the intent is to look at something that’s more in line with a life 
approach. Any questions on CI? Nope? All right. 

And lastly LTC. I mentioned the sales. Sales were not great last year. However, as I said, the consumer awareness based 
on the data done by LIMRA and some other reports that I’ve seen, people are realizing that there’s a need for a the 
product and it’s going to definitely take off at one point in time. If it doesn’t, I’ll be out of a job soon. If you haven’t 
bought your LTC plan, people, go and buy it. I want a job, I want to work past 65, or at least that’s what my wife wants 
me to do. She doesn’t want me in the house bitching about stuff. 

Some of the reason why we saw growth initiative in the second portion of 2009 is that some companies came out with a 
concept DI to LTC. Well, at that time if some policy holder bought a DI policy, you’re giving them an opportunity to 
convert that DI policy at a later point in time for an LTC product. Well, some of you will say, “Oh, that’s great, Fred, 
but they’re not going to buy a DI now to convert it.” No, you’re absolutely right, so that’s not how or why the sales went 
up. One of the reasons I think the sales went up is it created a buzz in the industry, it created something for the advisors 
to talk about or to talk to the advisor about so that they had to look, “Oh, what is that new feature? LTC? OK, I should 
look at LTC a bit more.” The more noises we create in the industry, it seems the advisors are picking up on it. And we 
may interest them in that DI to LTC. Sales coming from those concepts will only occur in five, six, 10 years from now. 
But the noise it’s generating, it’s creating more awareness and awareness is good in terms of those products.  

There’s also been a long-term care conference that was done by Munich Re in the fall. It was a conference done for 
advisors to equip them, to make them comfortable in understanding the product and make them more comfortable in 
selling the product, understanding the underwriting process, understanding what are the product differences, 
understanding how to approach someone across the kitchen table. Obviously it’s not easy to talk to someone but you do 
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realize that you’re going die some day and you need insurance. But people realized that they will die someday, so that’s 
fine. Saying to someone, do you realize that you may need a diaper in the future and you need LTC, you’re going to go 
to a facility care or you’re going to lose some of your ADL’s, you’re going to be cognitively impaired. People are in 
denial, they don’t want to hear that stuff. It’s going to happen to them but they don’t want to hear about it. That’s why 
giving them the tools, arming them with information to be able to pitch that product properly is why it’s really helpful. 
That created some noise there because it was very well received. Insurance companies told us that after the conferences 
they saw a significant increase in applications coming through the door. We’re doing it again in September so hopefully 
we’re going to be able to keep the fire going on that side. 

I’ve mentioned over my presentation there is consumer advisor acceptance of LTC, but people in Canada are still in 
denial, they think the government will be there to pay for all their long-term care needs. Well, big surprise, they will pay 
for some of your needs but that’s probably not how you want to finish your life. Into a facility ward with a lot of people 
around you. Baby boomers are used to having the best of the best throughout their lives, that’s not where they want to 
end up. Relying on the government for that, it’s a bit of a risky proposition. Using private insurance for it is definitely 
the way to go but how do we make them realize that? It’s through, again, a lot of discussion.  

USA LTC annuity. That’s a combo product that’s happening in the U.S. and a lot of people in the U.S. are very excited 
by that combo product and it arose from a change in the Pension Protection Act where in the U.S. you can use some of 
the money that you have from an annuity and buy LTC with it with the tax preferential treatment . . . That’s what really 
helped the U.S. sales. People say that in the U.S. it’s been extremely popular, for two reasons: the LTC is tax qualified so 
you have preferred tax treatment; and also the government in the U.S. embrace the LTC product by offering it to all 
federal employees. Obviously when you see your government embracing it and saying, “Well, I’m going to make 
available an LTC plan to all my federal employees,” it’s a good sign, it’s a good recognition that the product is serving a 
purpose. We haven’t seen that here in Canada and because of our health care—we all know volatile discussion around 
health care is in Canada—politicians have been shying away from it. 

Last point, lobbying and tax preferred status. That is definitely something that the advisors, CALU [Conference for 
Advanced Life Underwriting], some people in the insurance industry are really actively looking at and trying to get our 
government to embrace the approach that the U.S. has done. So again, hopefully it is going to get done before I retire 
but it may take a while, especially when you’re dealing with politicians. And one of the hurdles we see with combo 
products, especially here in Canada, is really taxation. If you’re going to bundle something that’s really defined as life 
being tax exempt, through the MTAR and all those regulations but you do have a tax exempt status with an LTC that 
falls under the A&S category that through the interpretation is, some of it, tax exempt. When you combine them 
together, okay, what’s happening in terms of taxation purpose? And that is really the unclear situation that people are 
saying may impair the evolution of combo plans here in Canada.  

And that’s it for me. Questions? Comments to either me or Marc-André? Yes, Bob? 

Bob Lau: (off mic) This is for Marc-André (??)(86:55) . . . (on mic) It has to do with the new 97–04 table. When do you 
think reinsurers are going to be using it as their base table for reinsurance purposes?  

Speaker Jacques: It all depends on you, Bob.  

Speaker Belzil: I actually talked to a client recently and they said that they were too late in the process because they’re 
already at quote time, but the next time they’d like to see a quote on 97–04. For comparison purposes it’s 
understandable that companies will want to, at least for the next rounds, to have an 86–92. My take on it is that we 
would like to move eventually to 97–04 just because I think it’s going to be a better match with your profitability and 
the reinsurer’s point of views of profitability. In the meantime I think there’s going to be a transition period, I don’t 
know how long that’s going to be but maybe, a few months to a year.  

Speaker Jacques: Yeah, if I may add to that, I think it’s going to all rely on the Canadian market’s acceptance of those 
tables and I don’t remember, someone made a comment there but if I can draw before about using a lower percentage of 
the table, you’re starting to lose a bit of credibility. Well, DI at the moment is still priced under CIDA table which is a 
1985 table based on 1970s experience. This is the most recent one. What, five years ago in the U.S. they came out with
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 the IDEC table that was most recent data. And in the U.S. there has been a lot of discussion on the IDEC development, 
the adoption of it, and hasn’t gone anywhere. So hopefully we’ll be able to sort out some of the questions that we have 
on the new CIA table and we will adopt them a lot faster than my experience on the living benefits plan. But it’s going to 
take some time and it’s all going to depend on what the client wants to have in terms of reinsurance purposes. We’ve 
done some work, I’m sure you did some work as well at RGA and we’re gearing up for it. John?  

John Dark: Actually, my question is more for the people in the audience then it is for either of you and it’s around 
something that we’re noticing in the critical illness world. I work for Co-operators, we have the career shop, so I 
understand that they’d be different then what a lot of other people do. We have one of these programs where, if they 
qualify for the two, I think, or maybe three better classes of our preferred mortality, they’re made an offer for critical 
illness. And, we thought we were doing fairly well with it but sometimes it goes up and down; 6.5, 7 percent take-up 
rate, we felt pretty good about that. But then when we examined the data what we found is it’s really very binary. We 
have agents who’ve had 10, 15 offers and no acceptance and a bunch of agents who’ve had one or two offers and 100 
percent acceptance. There doesn’t seem to be anybody in the middle. And I don’t know whether this is consumer apathy 
or the agent apathy or whatever it is, I just wondered if anyone else with one of those programs has similar type 
experience. We really don’t understand it and we don’t quite know what to do about it.  

Speaker Jacques: Anyone have any comments on that? I can give you my opinion on it. It talks to the fact, like I’ve said 
before, advisors that have embraced CI are selling at capacity. They are selling, they cannot sell . . . Mark Halperin 
cannot sell more policies. He’s hiring people because he cannot keep up with the demand. So people that have embraced 
CI, they’re making a good living and they’re selling a lot. And then you have on the other side, people that haven’t 
embraced CI. So, even though you will give them 100 chances, if they don’t want to present it, and they haven’t been 
comfortable with the product presenting it to their client, you can do as much as you want in head office, they’re not 
going to sell it. And that’s what we have to change. It’s not the people that are selling at capacity that have embraced 
their product that we need to whip, it’s the other crowd, to get more people more comfortable with the product. And 
that’s where the sales are going to go up and everyone will benefit from it.  

So if there are no other questions, thank you very much for attending this session. Thank you very much Marc-André for 
your presentation on life products. And I hope you have a very nice time in Vancouver and enjoy your coffee break. 
Thanks. 

[End of recording] 


