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REPORT OF THE DIRECT RESPONSE 
PERSISTENCY AND MORTALITY TASK FORCE 1 

MORTALITY AND PERSISTENCY EXPERIENCE 
OF DIRECT MARKETED LIFE AND 

SUPPLEMENTAL HEALTH CONTRACTS 
BETWEEN 1990 AND 1992 

1. IN'I-RODUCT~ON 

This report presents complete results t?;om the study undertaken during 
1993 and 1994 by the Direct Response Persistency and Mortality Task 
Force. The task force was assembled to study mortality and persistency 
experience of direc~ marketed life and supplemental health contracts. In this 
report, data for direct response products a~:e presented in three categories: 
(1) Persistency experience on life and supplemental health products 
(2) Mortality experience on underwritten term products 
(3) Mortality experience on guaranteed iSSLle, graded death benefit products. 

A. Background  

The period of stu@ covered policy exposures between 1990 and 1992, 
although one company's data that covered 1989-1991 were included in the 
study. The data were separated by product type, as defined in the next sec- 
tion, and also by a number of additional categories as follows: 
o Policy Duration. For persistency, durations 1 through 5 were obtained 

separately and durations 6 through 10 were combined, as were durations 
11+. For mortality, durations 1 through 10 were obtained separately and 
duratons 11+ were combined. 

o Distribution Method. Solicitation conducted using various combinations 
of television, mail, and telephone. 

e Bill ing Method. Whether the product is billed directly, through credit card 
following telemarket solicitation, through credit card following other so- 
licitation, or though another automated device such as pro-authorized 
checks. 

~Ed Mohoric (Chairperson), Warren Cohen, Dick DL~.tton, Kim Johnson, Robert Makohoniuk, Carl 
Meier, Mike Shmnrak, Harvey Waite, Doug Wolfe, and Pare Leonard (SOA star0. 
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o <v;oe q/,,S#c:,"/:et (/b~" D;u'e,';'/r;;7~s' /<Y O~{!,,9: 
- -  Broad. Product of~ri  :as to tee ge sara] population or a segment of  the 

o-~q~-a <~oouia ton ,,~ o~gn as !su~'chased lists or television, 
newspaper, ete.~ without eke beneqt of third-party organizational 
sponsorship. 

- Cut-ren~ Customers. P:o <'e o~'[brings to the carrier's existing customer 
bass. "?his c r e t e>e :  base t-n~y :ave been obtained through direct re- 
sponse o.; traditio-~U ~ge ~ch.,' dist'ibution channels. This category does 
not htdude no:-[~sura ee ~":,sto~qers~ such as retail customers of  a 
parent company. 
A£f~nity. T~nfrd-ea,-tv spo~sc-ship o? ~roduct offerings, Jncluding but 
not limited to prolte:~sio~ai associations, credit unions, financial insti- 
tutfons~ re~ai] stores, oii companies (crcdk cmds), alumni groups, and 
unions, in the data rattiest, aSinity group was split into weak and 
st:-o~g the diP;bronco being ~at  the sponsorship had resulted in (or 
would iikeiy -es~!!t h~ u~o~ maturation) member participation rates of  
greater than or less ti:an i()'~<~. 1: the data <eceived, only groups in the 
less-than-t0% catego:T w e e  obtained. 

o Polio'>" S/z¢. Policies ....e~e g;'ouped into k~Jtfai ;r~ce amount categories of  
less than S25,000~ S25:,300 39%99% and SiO0,00O+. 

o Age. Products -were g,'ouped i-:to five-year age group[rigs (18-34 for issue 
~5/ .  ages ~dlldgr q ~ 

o Ce;m~en 
o O)vdus'w~'/i/vg Aiv~'oeec,./< £;ef!ned i:', Section [ i ,  Mortality Experience f'or 

Underwritten Products. 
Based on the sparsity o£ t :e  £ata i.: some cells, we believed it would not 

be approp;late to try to s~lit ~e  data into nany categories. As such, the data 
are split only by criteria ~hat ,,/e i!~oL~ght would give credible results a.nd/or 
that present neccssa 7y distinctions ibr persistency and mortality analysis. For 
mo~alit},,, ;:esuks a~Te :-eported based on actual-to-expected (A/E) ratios rather 
than absolute q,.'s. 

B. ?rcod~zc~ 7)#~es' 

The products iv. ti~is study ~:~-e spii~ {~to Jive b~-oacl categories with sample 
subcategorics iu the mbb  below, 70,7 the mo~'tality results only the life prod- 
ucts are reviewed. 
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Gzneral Category Abbreviation I Plan 

Life Products 

Term ART/Ren Term Annual renewable term and other renewable 
term 

Dec Term Decreasing term 
GDB Term Graded-death-benefit whole life 

Whole Life WL Whole life (level benefit) 
GDB WL Graded-death-benefit whole life 

A&H Products 

Indemnity HIP Hospital indemnity (all causes) 
HAP Hospital indemnity (accident only) 
Cancer (Tancer indemnity 

Accident ADB/AD&D Accidental death benefit/accidental death 
and dismemberment 

Travel ACC Travel accident 

Medicare Supplement Med Supp Medicare supplement 

C. Contributors 

Questionnaires were sent to 26 companies believed or known to have 
direct response business. Nine companies responded with contributions to 
either the persistency or mortality study or both. These companies were: 
o Allstate Life Insurance Company 
® American National (Garden State) Life Insurance Company 
® Colonial Penn Life Insurance Company 
• Mutual of Omaha Insurance Company 
® National Liberty/National Home Life Insurance Company 
• North American Life Insurance Company 
® Provident Mutual (Continental American) Life Insurance Company 
o Union Fidelity Life Insurance Company 
e USAA Life Insurance Company. 
In addition, two companies that were unable to complete the requisite forms 
for the study sent collaborative data from their own persistency or mortality 
systems for use in reviewing reasonableness of results. However, these data 
were in such a form that they could not be directly included in this study. 

II. PERSISTENCY EXPERIENCE 

The analysis presents true persistency--as distinguished from lapse-- 
results, because we have analyzed total termination rates. These termination 
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ra tes  i nc lude  deadts ,  e×p i ; i es ,  end c o n v e r s i o n s .  :S-iven the i b r m  in w h i c h  
• c . . . . . .  : r -  - ' . . . .  ~ " " R e r s i s t e r ! c y  iiilOr.tl]a[;u~ vdas  @%,a i a ~ i e  !rol~,l i]n8: ~',/%, coHtribLi%tng c o t Y t p a n i e s ;  

the  T a s k  F o r e s  b e l i e v e d  ti~at the r e sponses  and  data  w e n d  be  too  l im i t ed  i f  

an a t t e m p t  ,:,.ere m a d e  ~:o 4<~ a t rue exposure ca l cu i a t ion  and  analys is ,  i t  w a s  

b e l i e v e d ' "  ~ , and " ' . . . . .  d-la~ e x © i r i e s  COFivers :o ' s s  v / e r e  78.1riy S i f t f a i l  ~eJat!\, 'e %0 t] le  o v e F -  

aii ana lys i s  and  . . . .  ~4 ~.- s~£;: },,' {g~o ̀ '~, The  user  m u s t  r e c o g n i z e  that  dea ths  

a r e  m c l u a e a  in  ti~e 3 e r s ~ s t e n c w  aTmb/S:S a n d -  sicoui,c~ n o t  be  i g n o r e £  

~ . c ~  . . . . . .  CLlFacIonsl H l ! o r i n a t i o n  o11 a Der-DOl iCy-  

" " _ . . . . . . . . . . . . . . . .  s~..~-~,-~ m ..... a m o u n t  w e r e  p o l i c i e s  m e x p o s e c i - t o 4 s n s e  bas i s .  T i l e  b°{ i?/ ............ ~ ;~" a " ~  

', ( ~i~ ~ o  ° ' ~ P ~ r s t  CLL . i a~ IOT i~  t h e  L ] I N l a /  e x -  ~ 0 r c e  a t  t h e  ~ ' -  ' e f  .g 

o o s u r e  is  de f i nec :  as o ~,/~-~,'- £ ) r  v,.,isics, t h e  m-st" " ~u,i" Y are,tad" A ' p r e m i u m  w a s  

o a i d  a n d  n o t  ~ ' :-~4".~ ~,4.~ . . . . . .  n o t - a ~ < e ~ s  e x c l u d e d  }%ore t h i s  z a L o r  : i i @ F c i o r e , ,  . . . . .  a r e  . 

s t u d y .  . . . . . . . .  " ease (  - • v .  ~ .......... ~ s . . . . .  are on  ~onc~es  % r  wn~cn the  i e t h  m o n t h  

1-~ -~; . . . .  ~aid.  "- '*~-~"'-- the  e a N y  m o n t h s  ~ t e rmina t i ons ,  data 

~or the  /]rst i ! r e e  n-ton~Ds v,.'ore seTDar~vi;eb.,~ iden t i f ied  v,ls1~ere =nossib}e as a 

subse t  ~.-r . . . . . . . . . .  the  f i r s t -year  ocrs is~encv,  i t  is ~'ecog~Jxe4 "-'~ma[* noda~r ~ ~ d i s t inc t ions  

i q n . i s t  ~ ~ ' "  " : ~ -- ' " " " 13~c , ~ 0 S i S L G C i O O  i l l  T O w : C Y , ' U ]  '~ t ] 3  a r t , ' ,  t h r e e  . . . . .  4 ,~ u re.t?, mS r e s L i ] t s .  

~ , ~ . ~ c ;  :.ca!sense 30o!~c~es are  so ld  w k h  a ~ d e v i a t e d  

premium'*: .  . . . .  :~:ac is, ;-t~,vj are s o k l  vJ~ere iris first m o n t h %  ( s o m e t i m e s  longer )  

p r e m f u m  }s ~,~;*~,.:. g b ' ~  ;v,~-., o /  leas a rate subs tan t i a l ly  l o w e r  than  la ter  . . . . . . . . . .  j 

" c ...... s, . . . . . . . . . . . . . .  both :@rst-year and  the  first th ree  rates,  suc[] as <~ . JZor : : ~  . . . . .  , -J~;r ,~ ' " the 

QOZIP. L7077 t w e l v e  or  three  mon ths ,  r e spec -  n i c e n e  p e r s i s t e n c y  : " ' r q s : e s e ~ t s  

t i r e } v ,  am%er the fi;:st 6:i7 p r e n : i u m  is s a id .  No  a t t emp t  was  m a d e  to cap tu re  

the  ]aose experTcnce  hser!~a % mete r /ege*- red  to as no t - t akens )  b e t w e e n  issue  

and  n,,:: ~'-; o f  "..' ;'L:ii . . . . . . . . . . .  ~ : : e ~ :  N'~t :~:en:~m it: ::he case  o f  d e \ q a t e d  p r emi t :ms .  

in a ..[%v.' :~s~c:h~ *~r.~c,~,,~<' corneal?ice, w e r e  ::n,:<u~e-~'-: to erovKie'  - data  in the exac t  

f o r m  reques ted ,  h~ these  i~s tanees  v>.,'e diseu.ssed ;:he da ta  w i t h  the  r e s p o n d i n g  

c o m p a n y  and t r ied to 4 < - ~ : ~  ~ ::.,'bother '.":"<- data  c o u l d  be  m a d e  mean ingRf l .  

F o r  e x a m p l e ,  ~,~:~ contpan:/_ ~ cou ld  :s~~-, ':4~'. ~ ..... ~oersis~encv, da ta  ['or .durations. 3- 

5 c o : n b i n e d  ~n.,.',~ :',, n: t i s  case  :,,,,',.. / : . . , : ~ / i  the  data  by  3 and  pu t  one - th i rd  

in ....... " ~  ~ . . . . .  _ re : re  " d u r a t i o n  5 .  S i m -  Om~.LIu,:  3. o n e - t i i r t f  iT; d:tN:at:0i l  ? L ! > d  t h e  l as t  " :- ~ :n  

,o . : .  2, one  c o m p a n y  kep t  its . ....... r~.:'"<'+_<~ !:: c iecenma,  age  g r o u p i n g s ,  so b e f o r e  

s u b r i t ~ i n g  the  data, ~k . . . . .  ?:---~ . . . .  4: ..:<:~/ :he da ta  in h a l f  to fit the  e u i n -  

q u e n n : a l  age  grou:,?s t*~-, e;.(amo,e~ ~c; all age  g roup  ~-0 .~-P ::he a s s u m p t i o n  

was  m a d e  that  h a l f  the e x p o s u r e  and :air the  la:ases fit in to  the  z:O-S4 g roup  

and the  o the r  h a i l  fit into the  4-5--4.9 ~ro::n% 

] : igure  i s u m m a r i z e s  :?ers is tencv e x p e r i e n c e  for  tent~ p roduc t s .  A R T /  

r e n e w a b l e  t e r m  inc ludes  any tern:  p r o d u c t  w h o s e  p r e m i u m  e i the r  c h a n g e s  

an,-uaJ:v_~ :, , .~.y o-,,, change<o ~ :/c<:u'~-'+c~% . T E o  c h a n g e  m a y  be determined.  by  the  
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attained age or by duration such as five- or ten-year banded term or step- 
rated term. This also includes any select and ultimate term or revertible term. 
The duration for this product is measured from the original issue date, not 
the renewal date. 

FIGURE 1 

PERSISTENCY EXPERIENCE FOR TERM PRODUCTS 

l 

Persistency 
7kRT! Ren Term 
Dec Term ..... 
GDB Term 

ToUd Term 

Li,,~ FEx~o~ 
%.RT/Rea Term 
~e, Term 
3DB T e ~  

"total Term 

2 $ 4 
~ DURA"rN~ N 

E A.RlTRenTer~ ~ ~¢Te~m ~ CDBTerm 

1st 3 too. 1 2 .3 4 / $ 6-113 11+ 
75.4% 75.~/o 80.9% 81.7% 8Z8%1 g3.7% n/a ~/a 
~u% 75.7% 71.7% n/~ 80+4% 84.8% 88.5% 93.~.41 

77.2% 59.1% 7 7 . 8 9 4  $3.~% g4.,~A gS.(P,4 ~,]a n,% 
75.8% 73.2% 77,4% g2.6% g2.574 84.5% 88.5% 93.~.4 

Is~ 3 too. 1 2 3 4 5 6.-10 1I+ ' 
49,778 107,332 91,9951 " 91,632 t01,538! 96,211 ~ e  ~/a 

n/a 19,283 60,357 m'u 129,220 40,266 1~,917 45,970 
14,408 |7,443 33,245 78,705 117,630 123,217 ~/a n/a 
6.4,186 144,058 185,597 170,337 348,388 259,694 100,9!7 45,9'70 

Decreasing term includes any term product whose face amount decreases 
by predefined amounts. This would include, but not be limited to, mortgage 
term. The premium for decreasing term may or rnay not be level. 

GDB term is a term product that for the first few years has a limited death 
benefit feature such as return of  premium, accident only, or low face amount. 
The premium may be level or increasing; the face amount may be level or 
may  decrease. 
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Both the ART/renewable term ~md the GDB term fellow what many 
would consider a normal pattern of  increasing persistency with policy du- 
ration. Persistency bvNs  ~:re often in thee !ow- to mid-80%;s from duration 
3 forward. The guarantoed :.ssue i!Di3 ten-n, howeveL has an initial persist- 
ency that is much lower i~ ~soiiey yeast ~ than the underwritten ART/renew- 
able terns: 59. ~ °,,4 compared t~: 75°/4 "espectively. Dam after duration 5 were 
unavailable !%r both o£ these N'oduc:s. 

For decreasing tern% there is a Sip in persistency between policy years ] 
and 2. This may be a reaction to the decreasing benefits; however, the exact 
ievN of  decrease and pattern of  decrease that underlie these products are 
unclear. Also, the ~rst-year exnosure ibr ~Jecreasing term was much smaller 
than the second-year exposur< and this drop may reflect different groups in 
the study, in later duration< the policy pers[stenq/rates continue to improve, 
moving weiI into the 90%+ range by duration i t. 

For the AhtT/rencwabie term there is an apparent inconsistency between 
the first three months ~ ~esuks and the l~rst-year result. The exposure for the 
full first-year duration is more titan double the data captured for the first 
three mo~ths. This implies that there is some nonhomogeneity of  experience 
among the . . . . .  ;v ,,~ .- COl!l[ zoh~O~ S. 

Figure 2 summarizes persiKency exoerbnce  ibr whole life products. GDB 
whole :ii6e is a guaranteed issue whole life product that in the first few 
durations has a limited death benefit feature such as remm of premium, 
accident on!y, or l o w  f%ce arnount. 

The whole life category includes any other form of  pemqanent insurance. 
No interest-sensitive iiffe was included in ti~e study. There was not a signi~C 
leant amount of  e:aposurc in the whoie ]fib category, which is indicative of  
the smali amounts of  whob  ]h% business issued via direct mail. No duration 
1 e×perienee was available 2)r whole life. 

The GDB !ifb results persist s! ighiy better than the whole iife results 
through duration 4. For dtrations 5 and above, both products level out in 
the low 90%%. :~ou:~ . . . .  these xoducts  nave~ an average issue age above 60. 
Therefore, mortality should be considered a substantial component piece of  
the overall persistency. 
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FIGURE 2 

PERSISTENCY EXPERIENCE FOP. V¢'HOLE LiFE PRODUCTS 

,Pers~tency 
~¢L 
3DB WL 

Total WL 

Lives :Exposed 
WI_, 
3DB WL 

Total WL 

~ U C Y  Dtr~ATIO N 

I Whole ~f~ 1 ~  GDB Whole Ufe 

1st 3 too. ! ! 2 3 4 5 6-10 1~+ 

83.6% 73.~,~ g6.3% 89,'FA 92.5% 91.5% 91.3% 9].3°A 
83.6% 73.g% 85.9% 89.5~ 92.3% 91.4% 91.6% 91.3% 

[, , ,  , ! 
Ist 3 too. ! 1 2 3 4 $ 6-]0 11+ 

n/a i n/a 33,468: ~7.,5061" 17 ,026  16 ,396  229,4922 n/a 
220,493! 277,177 220,844: 160,557 225,417 130,335 467,885 307,4~ 
220,493 277/,177 254,312 178,063 242,443 146,721 697,377 ' '307,4~ 
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s.~. o; , ,~,~ r e x p e r i e n c e  ::'g,~ ]< ' " . . . .  ,x , , , s  . . . .  } i:</ :ossue . . . . . .  e o n c a m e : ~  m ~ g u r e  3.  T h i s  i n f o r -  

~ k . , l * q J { i S ~ o  "i*)C ] i  ~@i' i '~ '  }] ]3(  %z./i'~£'~iC l ; ] e  K q s t ' . £ a ~ . q e e o  S O  caution must "be 
u s e d  i n  i n t e r m e t i n e  ~ho : ,sst  !tq. S i g m - c s  4 a n t  5 s c p a r a t e  e x p e r i e n c e  i n t o  t h a t  

for t e r m  a n d  for > / h o ] e  if '?< .... --  .. . . . . .  ,~..~* ", . . . .  ~ .j. T~c_ ~e r s [ s t encv .  g e n e r a l l y  i n c r e a s e s  
. . . .  iF] <2 ¢ ~  w k h  i n c r e a s i n g  a g e  £or o e t h  ~ , , , :Se  '~ a n d  : e n x .  W e  ~ a g a i n  t h a t  d e a t h s  

a r e  n o t  s e p a r a t e c  ~:rom itu~ses a n d  c o n s i s t  oP a s ~ g n l r t c a m ,  b u t  u n d e f i n e d ,  

p o t i o n  o l  ~,v.~hmhe~tO:S ac  the  o ¢'.~r } t e e s .  

29%% 

i:i£}URX 3 

P I { R S I S ' ,  {N( 'Y J{>,.PHRIP\R': i{ HY ] S S J K  / \ G I ;  F O R  L I F E  P R O D U C T S  

f,o% 

40%1 :- 
• 2 2 

_ Pe~is t~ ,cV I 1st 3 :no. 
~¢-~4 I s5.5% 

I 

~L~X,;':-;i?~2. __  
2 

]- 

,4 

8 
i?O Z,!}C Y !iS, U2MJZiO N 

N :.s-m: ~£i 5s-49 
%,7,i '~ C~-S ~77 5S-79 

? ; ; s ' ~,',~ ¢ 5 i ~qo~ ._ ] - T g T - -  
<'v ~ ~ ~z-.>%i-;----==7!5z.g%i 9 3 . 3 % T - - - 7 ~ - - -  o .~ -Y.~, 63.~% ! 7; .  !% { _ ~. , 

s5-49 i ss .2% 7~..z~,s; ts .s~q ~ i  7~.7~i 7a6o/o] ~e..~,s! 9s.S% 
i- ~ J~ ' - '> ;  ~ ' q  ., ] o z .  ~'~ " o z  ~ y< t ?LO% I 82.3%i 85.~% , .%.2% i, 85.4%[ 9~.6%[ nYa 

" - 0 o a I o 

I ToaXaa~S as.7% 7s.a%~ ;0. ;% ss.s%i ;4.7%1 ~ , . 0 % ! 7 - - } T ~ - - g ~  

i - .  - = - - - = - -  = - - -  
zT;  6 1 V i  

35.de i 3.~e<0 ~;-~::,~oaa5 , a . / m  -,:,,4 >v i o,d. : - . |  60,62@ 5t,5~9 ! 36,770 I 
;7-F776< 
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FIGURE 4 

PERSISTENCY EXPERIENCE BY ISSUE AGE FOR TERM PRODUCTS 

7. t 
70%~-~ ~ - -  

I 2 3 4 5 6-10 

UC¥ DUI~TIO N 

[ i  1~-.34 E 35-49 
50..64 [ ~  65-79 

Persistency 1st 3 too. 1 2 3 [ 4 5 6-10 
18-34 85.5% 67.3% ~ 63,8% 70.1% 74.5% 52.8% 93,3% 
35-.49 86.2% 74.7% 73,9% 77.6% 78.7% 78.6% 89.9% 
5064 83,8°A 77.3% 80,0*/e 83.5% 82,3% 84.9% rda 
65-79 78,5% 60.8% 79.6% 84.5% 84,7% 84.4% 89.5% 

Total 84,9% 72.4% 73.1% 78.5% 80.4% 81.1% 91.2% 

iLives Exposed 1st 3 too. 1 2 .... 3 ,! 4 5 6-J0 
18-34 19,410 47,617 43,118 45,120] 49,538 11,981 17,085 

74,590 77 ,294 60,620 27,130 35-49 30,569 74,756 69,094 ' 61,66i 
50-64 16,8811 30,494 40,413 151,114 96,220 n/a 
65-79 5,258 6,318 10,864 24,1501 35,21)0 34,817 809 

" Total 72,117 159,185 163,489 205,521 313,146 203,638 45,024 
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l?igure 5 sun:mar:zes persistency experfenee %r A&H indemnity products. 
HIP products inciude any product !br whici: the primary benefit is a daily 
indemnity bene~t ~%r hosp:taiization. The HAP products have the variation 
tha-: the hospitaiizatio:~ must be due ~e a:: accident. Cancer products provide 
scheduied indemnity benefits o::]y t:pon cancer incidence. These indemnity 
benefits consist of hospitalization benefits, surgical schedules, radiation, and 
simiiar scheduled benefits. 
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100% + 

FIGURE 6 

PERSISTENCY EXPERIENCE FOR A & H  INDEMNITY PRODUCTS 

~ %  

80% 

70% 

60e.( 

Se"/ 

4 0 %  

• I "  

1 2 3 4 $ 6-10 11+ 

P e r s ~ c y  l~t3 too. ~ 2 I 3 4 5 6..t0 ..... 11+ ] 
73.2% 44.5% 6ZO"~ I 70.9% 76.3% 78.3~.4i . '..'80.~/o ~/a I 

tAP 82.2% ~ .7% n/a ; ~ n/a n/a ! .... n/a ~e  I 
2ancer u/a n/a n/a i ~¢a n/a 8g.2% ' g9.4% 89.5% i 

Total.Indemnity 80.27.~ 53.1% 62.~.~ 70,9% 76 .3" /0  8 0 . ~  81.7% 89.55°..4] 

i Lives Exposed 1st 3too. 1 2 3 4 5 6-10 11+ 
~n' 76,89~ 126,454 79,063.,  6;',348 .105,345 94,3m 7 ~ a 4 S  a/a 1 
~ a ,  2+2,~ I ~ , m  ~a ~'~ ~ ~ I ~ ~ .  i 
2ance~r n/a I n/a ~ / a  n/a n/a 32,943 "121,250 256,140 

Total. Indemnity 338,9(~ ! 433,565 79,063 62.348 !05,345 12'7~45 829,395 256,140' 

In the experience reviewed, about half of the HIP and HAP policy-owners 
lapse during policy year 1. HAP fares significantly better with duration 1 
persistency rates of 56.7% than HIP, at 44.5%. The average premium on the 
HAP product is typically significantly lower than that of a HIP product and 
may have some bearing on the results. Unfortunately, no HAP experience 
was available after the first duration. 

The HIP persistency rises slowly from the first-year result, but still reaches 
only 80.4% in policy year 6-10. 

Cancer experience was available only for older business--durations 5+. 
Persistency rates in these policy years are slightly less than 90% and appear 
to have a stable pattern by duration. 
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Figu,  e- 7 summar izes  ~?ersistenc,/ ex:)erience= . ~o~ ~ - A8c74~. acc ident  products .  
Travel  acc ident  incLtdes combinaAons  o f  pians ghat p rov ide  coverage  l~r 
motor  vehicie/"oedestrian acc ident  and c o m m o n  carrier.  Some  cove rage  rnay 
be il ~ for . ava 'a~,~ otl~er ;~--~-~,~;~ but  a,: a lower  benefi t  leve!. The acc identa l  

~"" t a t  - ' ad  acc identa l  causes.  deatE produc t  p rov ides  oe~e~ s pr!~t, mr~iy cover  
There  may.. be an e lement  o f  ext:"a benefits  ,~ror~" examnle.~ . three t imes  for 
c o m m o n  eau'~er) in tins catchier",,,_ o ~. ~rocmc;.s ~ " v.,~:n'" and without  d i s m e m b e r m e n t  
b e n e m s  are combined .  

~ : IGURh  7 

]~i RSIS[EN( "T ~)(Pl{i(i] N( [. i,')R i\~L.[] A( ' (  II)HNT ~i<ODUCTS 

~ .... • ~ i ~  - 

iF3 LSC!7 D D ' r ' ~ O I ~  

Signif icant iy  more  e×posu: 'o wa~, ava i lab le  %r  travel  acc ident  than for 
ADB.  Because  o f  this, compara t ive  aza lys i s  be tween  these products  should  
not  be drawn fq-om this study. 

A D B  coverage  shows somewha t  {reproved pers i s tency  by  durat ion begin-  
ning in durat ion 33 (the krst  ava i !abie  year).  
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Travel accident experience by duration is complete and shows a contin- 
uing increasing persistency pattern, beginning at 52.6% in policy year l and 
rising to 91.6% by policy years 11+. 

Figure 8 summarizes persistency experience for Medicare Supplement 
products. This category includes broad ra~lges of Medicare Supplement pol- 
icies, from minimal benefits to substantial benefits. 

100% 

FIGURE 8 

PERSISTENCY EXPERIENCE FOR A & H  MEDICARE SUPPLEMENT PRODUCTS 

70% / ~  
~ %  

~ %  
2 

Pm~, ,, 1st 3 too. 1 
Med Supp ~ '  I " n/a" 

Lives Exposed, 1 
M~:l Supp n/a n/a 

3 4 S ~10 
1"~ LICY ~INA'~O N 

l ~ d  S~spp 

" 2  3 4 I 5 ....... 6 
69.6% 70,6% 74.3%[ .. 711% 

6g, J57 95,535 133,114~ 104,739 3: 

11£ ' 

6 - i o  I n+ 
761% I n/a 

..333,765 .. ~/~ 

Of all the products in the study, Medicare Supplement consistently has 
the lowest persistency in the later durations. All in all, the Medicare Sup- 
plement persistency is relatively flat, although it does continually improve 
from duration 2 at 69.6% through durations 6-10 at 76.1%. 

While other products in this study may include some level of rate in- 
creases embedded in the analysis that are not identified separately, Medicare 
Supplement lines are usually managed to have frequent rate increases--often 
annual. This product has also tended to be very rate-competitive, with 
policy-owners frequently shopping rates. In addition, with the average age 
of this product being well over 65, mortality will factor in as a significant 
componem of the lapsation. 
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FoHov,,,ing are additiona! figures on persistency and A&H products show- 
ing disti;nctions by m~rke< by distribution method, by billing method, and 
by issue age. ~. a?i of these the A&H Nodc~cts are aggregated -For credibi!ity 
purposes and to protec'_ indk,,id~m] co:upa~:y experience. 

h~ Figure 9, '<bich sho>/5; peIsi>;tencj by market, ~:current customers" 
persistc,~cy is notbeabiy poe:ca tim> Jsat tier either broad market or affinity 
groups. This fs CC~T[ra%,,' to popNa," bdie£ Part of  thfs is a function of the 
product tmdeiving :~,,~ curt'e<{ cL[stonse: ~csua~,"'" '~ ' > / i ch  is mostly HIP and 
Medicare Supplement, bo¢}2 of which }'trove worse oersistency than accident 
products. 

2©@% i 

F 'S2£Rii 9 

P I ~ R S ] S I [  N{ ~ T££Xi:! R, Ii N(  I HY £\ / ] / \RKIiY F O R  /:k~.i]{ P R O D U C T S  

. . . .  i 

5 4 

R C., 271C 7 ©U P~: 22: © PT 

]',J~2~ - r/eah 

M+ 

[2~2 B-oad ~ .2. : :  C:~sao::ze::c 

ed 
" - - ' r T - ~ - 7 7  

~LL~TCi~ ~ Ct~s[org~ 

I Tomi A & ~  

~roai 
',Cth'-rent Cus tomer  

~A£mdbd - weak  
I Total A&N I 
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Figure 10 shows persistency by distribution method. Mail/phone persist- 
ency :means the initial direct contact was by phone. This could be from toll- 
free (800) calls (inbound) in response to a television advm~isement or direct 
solicitation (outbound). The solicitation/application is by mail. Mail/mail 
means the initial contact and solicitation are by mail. This may be a one- 
step or two-step process. The mail/phone category is predominantly travel 
accident business. 

FIGURE 10 

PERSISTENCY EXPERIENCE BY DISTRIBUTION [VIETtlOD I:()l.~ A~:~H i>RODUCTS 

1 ~'/o- 

60%- 

5 0 %  

! 2 3 4 5 

POLICY DURATION 

i Mail/Mill ~ Mzfl/l?hone ~ Curg Cust/M~ 

' v e ~ t ~ ,  ... . . . .  ~ . m 3 m o .  ' i ]i 2 . . . .  1 3 . . . . . . .  + ' ~ I 
Mail/Mail 85.7% 56.2% 78.2% 82.ff% 83.8% 87 4% ! 
Marl/Phone 65.7°/.0 4613%'!  66.2% 78.2% 79.5% j 88.6%! 
Current Customers/Mail n/a 67.5°~] 79.5% 80.8% 79.7%[ 84.4%i 
i Total A&H 72.6% 53:6% 76.2% 8i .~A 83~5%1 87.4% I 

"i , Lives Exposed ,, l s t3mo.  1 . . . . .  I 2 , 3 4 5 ...... 
MaiYMail , 199,542 773,745[ 546,844 567,598 655,426 i 617,558 
MaiL/Phone 376,797 383,626i 122,152 57,090 3t,966! ....... 306' 
Current Customers/Mail n/a 59,319 i 34,906 22,859 12,5161 4,166 

576,339 1,216,690[ 703,902 647,547 . 699,908 t 622,630 Total A&H 
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Figure i~ whic!: sum;na:izes persist@r_c)' by billing n!ethod~ shows d~s- 
tinct variations by bi]iing me,hods.; is hc o~%ry ddra@ons, but much con- 
verging by d u r a t b n  d- and iase-, in  &:ddk]on~ '.e]cmarketed di£Nerences on 

credil card bi]],ing s l o w  subs anth~ d£!-%%resces is the first th ree durations. 
Most hea!th Nro~iucts &:e broadly 7epresented ~%cross the billing categories. 
The credit card-te!emarke~ed is doisinnted by h e  "!ow-premium" product 
t)/'pes---/,~D Ditravei accide"~t/Z.,':.P. 
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Figure 12, which summarizes persistency by age, shows that age differ- 
ences are not pronounced, except for "the first three durations under age 34 
and the first two durations for ages 35-49. This effect is observed in all 
products. 

100% 

FIGURE 12 

PERSISTENCY EXPERIENCE BY ISSUE AGE FOR A&H PRODUCTS 
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20%! ~ ' ~ - ~  
1 2 

t~ersistency ] i s t  3 too. 
18-34 I 75.5'% 
35.-49 ] 77.0% 
50..64 : 79.5% 

i 

65-79 80.9% 
gO+ '83.4% 

Total A&H 77.9°,4 

Lives Exposed ls t3  too. 
18.-34 
35...49 
5O-64 
65-79 39,386 
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' Total A&I-I '373.7'83 
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128,416 
122,128 

i I '220,i20 
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.,78311,174,322 
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PO LtCY 

a8-34 
INl 6s-79 ISS3 
1 2 
38.1% ' 6o.9% 
45.8% ] 68.8% 
53.0°.4 75.1% 
58.3% 75.4% 
56-8% 1 67.9°.4 
48.6% 71.7°/0 

I 
1 ~ 2 

68,389 
358,347 108,729 
329,338 123,006 

184,424 
10,022 

494,569 

il/ 
4 $ 
DURATIO N 

3~-49 
8~,+ 

3 
63.8% 72.4% 
71.6% 
71.8% 
78.0°.4 
66.9°.4,6 71.8% 
76.0% 

6.-10 

m ~0-64 

11+ 

4 5 6-10 11+ 
84.9% 83.1% 92.5% 

'77.~A 84.9% 83.1% 92.3% 
77.6%! 78.9% 78.8% 90.4% 
79.2% 81.2% 80.8% 86.1% 

71.8% 71.2% 69.4% 
'78.1% 80.4% 80.8% 89.2% 

3 4 ~ 5 6-10 IX+ 
9,634 17,.5051 '1,572 148,352 tl,494 

19,299 38,12112! !,258 221,467 50,05g 
20,941 43,805! 35,263 260,413 i 122,917 

199,834".'249,379:216,007 676,606! 68,580 
13,126 20,243 15,235 37,371! 6,440 

262,834 369,013 269,335 1,344,208 259,489 

III. MORTALITY EXPERIENCE FOR UNDERWRITTEN LIFE PRODUCTS 

This analysis developed q / s  using the number of  actual deaths in a duration 
divided by life-years exposed, Life-years exposed is the number of  years 
exposed to death in a given duration. Life-years exposed is adjusted 
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for partiai ]apse years. U),a~ is i2 ~br example° a ]apse occurs after three 
months into a dur.atio;% ti~is v.:ouXi be counted as 0.25 year exposed. ~f a 
death occurs durhag the d~ratio ~ the policy is given a Full ),ear exposure to 
death. Data were 7equested on this basis, bnt contributions were not checked 
for consistency ,,,,,,, :z . . . .  oc~n : o . 7 nereforc, there is a possibility of  some 
inco~sTstenc)/off rest: is. 

~..e~c.~ were mcast~ro(,! per.i- n aooso[ute terms (deaths and exposures) and 
as /t/E ratios. For the -esu ts sho>,.n here, ~%xpected" is treated in one or" 
two alternative ways: 
o 1975-80 Select and Ultimate Tabie, ~tge last birthday, male and female 
o i975-80 Ultimate "Fable, age 7ast bh'thday, male and female. 

We have si:own comparisons to both expected tables to aid in analysis. 
The standa::d deviatfo~ fs estimated by using the traditional mortality table 
construction approach ':~ and is computed by dividing the A/S ratio by the 
square root of  the number oF" actual deatSs. Two standard deviations are 
used to estimate 95% confidcnec using a normai distribution. 

L~ u_sing ¢~'" " " ~ .... s{a ~c~a~c de~,,b/_io~L note Cigar the figures shown measure 95% 
confidence relative to the :uadcr ying expected table, i f  a dif~)srent (for ex- 
ample, higher) expected tabie were tsed, the standard deviation would be 
dii~f~erent (lower) relative to that tab!e, but the variation in expected deaths 
will remain the same. 

We have oresented mo~laiity experience on underwritten business divided 
. . . . . .  ' - '~  ", ,">>'<~ methodology: rote two 0roac~ cs_tego:xes o: ~.._,e. ~,.~:,..~e 
o A o];!iceztio~ :;'£D i£,;//:,~c-u./>. Th:~s inc!t~des policies for which a company, 

using its normal undcrwriting gu~idelines, wi!i [ol]ow up some or all ap- 
plicatio:~s wit]: a request ib7 M B  at:d/or APS and/or paramedical and/or 
medical testing. As v/fii be ~vident in reviewing the results, this category 
encompasses a wide range off p~'ocedures From little lbllow-up to "full" 
underwri t ing;  thus the nsortaiity resuits vary greatly. There is wide vari- 
ance in acceptance criteria Lised by individual companies under direct 
response business, and therefb:~c we nqust emnhasize greatly the need for 
caution in interpreting the resuits. 

o ApSic.,:d/o~ ©/s/),. T~*.]s includes poiicies tier which one or m o r e  health 
questions are asked on t::sc agpiieatio~s and the policy is accepted or de- 
clined on rise basis oF t : e  sttestions asked. No additional [ollow-up is 
periSormed at the company level. 

::'Batten, 'Aobcrt. Mo;' la/i tv T,,U,Ue O,v>'/iwc/io;.,. ] ngJcwood C]iFI~, N..L: Prenticc Hall, 1978, 223. 
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The applications were not studied for similarity or distinctions by com- 
pany. For the application only business, a typical direct response two- to 
three-question accept/reject application is believed to be used normally, 
although the exact questions and the number of %ub-questions" varies by 
company. For the '~with follow-up" business, it is believed the application 
ranges from a similar two- to three-question application to in-depth appli- 
cations that more closely resemble the questions asked on agent nonmedical 
applications. 

To improve statistical validity, it was necessary to combine the male and 
female data along with several issue age av~d durational cells. Therefore, less 
detailed results are shown in these tables. The expected %'s were calculated 
at the individual cell (gender, specific duration, mid-point of 5-year age 
band) and then combined for presentation. 

For the ultimate durations, only male data were available. Durations 1 l+ 
were chosen to represent ultimate rather than the typical actuarial use of 
durations 16+, because the Task Force be]:ieved any selection effects on this 
type of business would generally be worn off after ten durations. 

Only term insurance was included in ~he analysis. Some whole life data 
were collected but were not credible and were left out of the study to prevent 
distortion. 

Data were collected and analyzed on a per-life basis only, not per unit. 
The age for expected calculations was estimated as the central age of each 
cell, except that the central ages for cells; 18-34 and 80+ were assumed to 
be 30 and 82, respectively. 

As with the persistency analysis, companies were not always able to pro- 
vide data in the exact form requested. One company was able to supp!y data 
only in a non-sex-distinct form. The company had stated that 80% of its 
business was male, so for measuring expected ratios, we split the business 
into 80% male and 20% female at each age. To the degree that this varies 
by age, this could cause some distortion in the analysis. Similarly, one com- 
pany kept its records in decennial age groupings; before submitting its data, 
the company divided the data in half to :fit the quinquennial age groups (for 
example, for age group 40-49, the assumption was made that half of the 
exposure and half the deaths fit into the 40-44 group and the other half fit 
into the 45-49 group). None of the data have been smoothed. 
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A. 5~.ur4maO, q/'/;dorm'iiO; 221e)e,-,!esTce.)%r fi%s'Uic~tio:,7 with Follow-up 
$%des'wriHsvg B~,~sii~e<%" 

Tab]e 1. samnnarizes .2he -~ ' ~  <,' " wltx~" ~- " m o  . . . .  ~£v ex>ene,ace %~- application ml,ow- 
up underwrking business. Resuks %r duratio,s ! - ! 0  are shown by three 
broad age groupings and combined. As s~:ated above, resuks are shown rel- 
ative to both the 1975-80 Basic SeJecl and Ultimate Table and to the Ul- 
timate Table. Only maie/2zn:sle combined results are shown because of  the 
lack o£ credibie £ema]e da~a. 

T/ tBLE 1 

[Vk)I{TAI.'NY KXi~EI£[{~N( I FOR /"N~I){ [( ' \ i 'ON-%IH-720[.l .OW-UP UNDERVxZRFNNG ~!USINESS 

. 'OR PVi,'\L:iS .\>.:D ~-IFvTAld'S COMI3TNH'J 

[ i i%-Ycars 
DuralioN I%q~l:scd 

I 68,099 
2 52.510 
I 2 !20,609 
3 5 147281 
6-10 171858 

1--10 

./\c tn I 
l)calhs 

26 
28 
52. 

[41 
300 

197% /98(3 1975 1980 ! 

SNcci and UkhnNe I%hlc 1 Ultimate Tab]e 

,'\,[£ j 2 Standard / AlE 2 Standard 
Raio I i).v, iatiotns .[ Ratio Deviations 

Isstc \go g 34 

67.4% 9~ ,o ,  
85.3 32.9 
76.0 ] 20.9 

122.4 j 20.6 
15r... ] !7.8 

38.2% 15.1% 
53.2 20.3 
44.7 12.3 
92.2 15.6 

138.6 16.0 

4.39,248 - . . .  ' ' 7 / "  z()~ 130 % [ I1., 101.3% 9.1% 

l~suc ,\go 36 ~9 

I 76,]55 38 1 55.1% T I8.0% 25.6% 8.4-% 
2 62.908 d3 i 53.0 ]6.-! 31.2 9.6 
{- 2 139,064 8',) 54.3 ! 2.1 28.3 6.3 
3-5  2(12:290 434 J l 0.4 I 10.6 83.2 8.0 
6-10 i42,732 d.7d I04.2 I 9.6 89.6 8.2 

I - i0 484,086 98S 99. _7% j_ o.~ _~O,/o 74.1% 4.7% 

isstlc Age 50 74. 

i 
2 
1--2 
3-5  
6-10  

1-10 

17,363 
i3.096 
30,459 
26,529 

7,626 

64,6!4 

3i; 
A~J. 

ki 
169 
52 

q - -  
30i 

85.9% 
92.6 
89.5 
20.3 
74.4 

i0t).4% 

28.6% 26.0% 8.7% 
27.9 35.6 I0.7 
20.0 30.4 6.8 
i8.5 60.3 9.3 
20.6 46.3 i2.8 

ii  .6% 46.0% 5.3% 

1 
2 
1-2 
3-5  
6-10 

1- I0  

All \gcs 

i2Q5.~- i 1 ~4 71.S 13.5 36.6 6.9 
290, i31 : 213 ] 69.5 !).5 32.1 4.4 
376,099 743 i4/7 8.4 77.9 5.7 

[ 3 2 ' . , 7 ! 5  826 I I14.~ 8.0 96.3 6.7 

[ 9R7 o,:,-<,°'~ ! ,782 ,r i 06.4% I 5.0% .I i2.d/o 3.4.% 



DIRECT RESPONSE PERSISTENCY AND MORTALITY 143 

Table 2 shows the ultimate results, combined for durations 11 +, generally 
by five-year attained age groupings. Note that Table 2 shows male lives 
only, whereas Table 1 is male/female combined. Table t is approximately 
80% male. There was not enough credible female experience to be included 
for durations 11÷. 

TABLE 2 

MORTALITY EXPERIENCE FOR APPLICATION-WITH-FOLLOW-UP UNDERWRITING BUSINESS 
FOR MALES ONLY 

ULTIMATE (DURATION 11 +)  

LiE-Years 
Attained Age Exposed Actual Dea~s 

18--34 87,653 103 
35--39 50,998 84 
40-44 37,748 134- 
45-49 42,588 201 

35-49 131,334 419 

50-54 
55-59 
60--64 
65-69 
70-74 
75 79 
80+ 

24,880 
21,168 
20,790 
17,726 
14,469 
10,479 
5,389 

200 
265 

44- 
568 
646 
702 
526 

50--80+ 114,901 3,35! 

All Ages 333,888 3,873 

1975-198(1 Ultimate Table 

2 Standard 
A/E Ratio Deviations 

1 0 4 . 0 %  2 0 . 5 %  
124.8 27.2 
180.2 31.1 
137.6 19.4 

145.6% 14.2% 

140.5% 19.9% 
134.9 16.6 
139.4 13.2 
128.9 10.8 
112 .2  8.8 
106.4 8.0 
99.4 8.7 

117.I% 4.0% 

119.2% 3.8% 

Overall, A/E ratios are high relative to recent reported experience for 
standard nonmedical individually underwritten insurance. The overall ratio 
relative to the 1975-80 Basic Select and Ultimate Table for durations 1-I0 
combined was 106.4%. The ratio for ultimate durations (11+) relative to the 
1975-80 Ultimate Table was 119.2%. Detailed durational experience was 
not captured for the end of the normal Select Table (durations 11-15), so 
that there is a bit of a discontinuity measuring between these two numbers. 

Comparable ratios to the 1975-80 Select and Ultimate Table for standard 
nonmedical individually underwritten policies as reported in the 1991-92 
TSA Reports' are 86.5% (between 1987 and 1988 anniversaries) for the select 
period (policy years 1-15) and 101.0% (between 1983 and 1988 anniver- 
saries) for the ultimate durations. 
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Additiona] analysis showed that [nc~_ividual company experience varies 
greatly within the agg~ega~e~-~ " ~mj~,"," n ~o, data reported in Table i._ We note that 
oniy four companies eontrib~ted data to this segment. In addition to Table 
!, which aggregates rose,its, v,,,e aisc measured the range of  results relative 
to expected with either the highes~ or iowcst contributed results removed. I f  
the company with the worst expe~'ienee i~esuits is removed,  the resulting 
A/iE Select and U!timate ratio decreases fi, om i©d.4% to 5 i .4% (with two 
standard deviations, 4..5%). if  the company contributing the best results is 
removed, the resulting A/E Select anci Ultimate ratio increases ftcorn i06.4% 
to 167.4% ~v,,i*i~ two stm~cia-c c~evmuans, v.2y0). \ ,  . . . .  

While we expected a range of mortality results by company, the very 
broad range of  repoi~ed ~_~,,~ ........ ~:~4,~ y is tin'eater than was anticipated by the task 
force. Specific data we?e not available to determine the reasons ~or this 
dif~rentia] but may inei~de: 
c Broad differences h~ amount o£ z~derwriting follow-up, which ranges 

l%om M~B only to APS ~o f \ f i  medical. 
o Dif~brences in the underlying groups by company. Both strong affinity 

groups and broad market solicitation are i!nc]uded in this analysis. 
o Different levels of  resoense rates and marketing effectiveness, which lead 

to di!~fierent levels of  a?~tiselectiom 
e Product variations including smoke~" and nonsmoker pro&rot splits. 
o Variations in average size, i~?din~ io more or" to iess affluent groups. 
o Variations in persistency, resulth~g in additional antiselection by duration. 
o Variations in the unde~:v,'rhing q.uestions fn the application, particularly 

with regard to AIDS. Because the observed period is 1990 1992 anni- 
versaries, durations 5-9 include issues fiom i984 through 1985. This was 
a period in which significant AiDS antiselection occurred prior to inn- 
provement  of  underwriting standards to eliminate H[V/AIDS applicants. 
By duration, Table I shows a sharp increase in A/E ratios ~cr most ages 

in duration 3. Compared to the Select and Ultimate Table, the ratios are 
69.5% fo~" durations i -2 ,  i 14.7% !<o~: durations 3--5, and i I4.8% for dura- 
tions • ~ '" " ~ " " v v ' e a t - o ± i  o a t [ e r n .  o - ~ .  Thls is not a normal seiect.:on . . . . . .  , "" The task force 
speculates that the mortality ;:esuhs during these first two years are aided 
greatly by recision of  contested claims, i~eginning in duration 3, the ability 
to deny c]aims is removed because of  expiry of  the incontestible clause, and 
at this time some antise!ection is evidenced. We note only that paid deaths 
were collected in the survey. Data on deaths that were rescinded were not 
collected, so this hypothesis was not verified. 
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The pattern of increase by duration, particularly at the end of the second 
year, was less pronounced in the company contribming favorable A/E re- 
sults. We understand that this company had a nonsmoker/smoker distinct 
rating, a larger average size policy, and more complete underwriting follow- 
up procedures. Durational results with the data of this company removed 
are summarized below: 

Ratio to I975 80 Select and Ultimate 

Duration All Contributors Best Removed 

1--2 6 9 . 5 %  9 3 . 7 %  
3--5 1 14.7 181.9 

6--10 114.8 185.0 

The total A/E ratio for durations 11+ as shown in Table 2 is 119.2%. This 
is reasonably in line with the experience shown for durations 6-10. Note 
that the durational results can be distor~ed because of differences in the 
relative proportion of exposures by contributing companies between the se- 
lect and the ultimate portions of this study. 

Overall results by age for the entire select period showed the best exper- 
ience for age 35-4.9 and the worst experience for the youngest ages. We 
note again that patterns of results by age and by duration have been affected 
by the relative proportion of exposures by contributing companies. The high- 
est ratios during the ultimate period were for attained ages 4ff44, while the 
more favorable experience was under age 35 and over age 69. It is difficult 
to evaluate the extent to which results by age are affected by AIDS claims. 

B. Summary of Mortality Experience.for Application-Only Business 

Table 3 shows results for the business underwritten by application only 
on an accept/reject basis. Four companies also contributed to this portion of 
the study, but note that the exposure here is only 4% of the exposure for 
the prior, "with follow-up" analysis. There are only 322 total deaths, so that 
there is significantly less credibility to these data. Standard deviations show 
significantly wider ranges here than for the application with follow-up cat- 
egory. The select experience for application only presented in the same form 
as in Table 1. Data beyond duration 10 were not available. 
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TABLE 3 

iViORTAI.I I 'Y ~Xi'f£RiT{NCI2 I:OR / \PPL1C/ \ I  I o N - O N L Y  UNDFd~Vv'RI'i"ING B U S I N E S S  

[.OR i\"i,X[.l{S A N D  [rlEM.,XL/{S C ( ) M 3 t N I [ D  

[ 2 
3 5 
6 1 0  
I 1 0  

1 
2 
I 2 
3 5 
6 1 0  
I-dO 

]iXu ation 

197~ i9S() Select 
and Ukitn~tt.: Table 

.i{c-N cat~ Actual 

[ xp{>cd Dcatl'ts 

0 
O 
0 
0 

!0.328 
10,328 

(i 
1) 
0 
0 

33 
33 

2,(126 i 3 
2,38(I i6 
4,406 ~c~ 
8,37{! d4 
8591 55 

] 

1975- 1980 
Ultimate Table 

7 
,\'[2 | 2 Standa]d A/E 2 Standard 

l,Latk~ l)cvialions Ratio Deviations 

]:qS[IC A!.£C ',~ 34 

318.8% ] 1 i .0% 

318.8% i 11.0% 
issue .'\gu 35 -19 

7] 6.5% 397.5% 
5£5.2 272.6 
610.7 225.8 
282.5 85.2 
205.~; 55.5 
272.0% 48.1% 

294.3% 102.5% 
294.3% 102.5% 

320.1% 
310.1 
314.5 
206.7 
190.9 

177.6% 
155.1 
116.8 
62.3 
51.5 

21S75 [ i28 215.8% 38.2% 

l 1.542 
2 809 
1 2 2,351 
3- 5 4,200 
6 10 2,789 
] l 0 9,340 

Issue Age 50 74 

33 
38 
71 
5! 
39 

I5i 

492.6% 
1,480.2 

766.3 
241.0 
i62/. 
295.7% 

!71.5% 
480.3 
18i.9 
67.5 
52.0 
46.6% 

155.3% 
581.0 
255.5 
119.1 

i 120.6 

I 156.4% I 

54.1% 
188.5 
60.6 
33.3 
38.6 
24.6% 

All Ages 

! 
2 
1 2 
3 5  
6 ] 0  
I- i0 

3,568 46 
3, i 89 54 
6,757 ! 00 

1Z578 95 
21,708 127 
4-1,043 322 

540.4% i 159.3% 
98!.5 267.1 
7!3.6 i 142.7 
258.6 53.1 
2O7.8 36.9 
287.9% I 32. [ % 

I81.7% 53.6% 
461.6 125.6 
270.2 54.0 
148.2 30.4 
175.5 31.1 
185.6% 20.7% 

T h e  ove ra ] i  A / Z  ra t io  w a s  v e r y  h i g h ,  c o m p a r e d  to  e x p e r i e n c e  r e p o r t e d  % r  

s t a n d a r d  n o n m e d i c a !  a n d  i n d i v i d u a ] l y  u n d e r w r i t t e n  i n s u r a n c e  a n d  a l so  c o m -  

pared, to t he  52rect  r e s p o n s e  e x p e r i e n c e  o n  a p p l i c a t i o n  w i t h  f o l l o w - u p  u n -  

c i e r w n t m ~ .  A / E  r a t i o s  a re  g e n e r a n y  m g h e r  in  al l  a g e s  a n d  d u r a t i o n s  a n d  

s h o w  a s l o p e  t h a t  is : ;acre t y p i c a l  o f  g u a r a n t e e d  i s s u e  b u s i n e s s •  O v e r a l l  t he  

e x p e r i e n c e  w a s  2 8 8 %  0£ the  1 9 7 5 - 8 0  Se !ec t  a n d  U l t k n a t e  T a b i e .  T h e  r a t i o s  

d id  no~: s h o w  a s i g n i f i c a ? t  v a r i a t i o n  o f  r e s u l t s  b y  age ,  b u t  a g a i n  w e  c a u t i o n  

t h a t  the  e x p o s u r e s  w e r e  l im i t ed .  
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The high A/E ratios indicate that the "no follow-up" business has been 
subject to significant antiselection, at least for the companies contributing to 
our study. The impact of AIDS is once again not explicitly known. 

iV. MORTALITY EXPERIENCE FOR GUARANTEED ISSUE LIFE PRODUCTS 

The analysis approach to guaranteed issue products was the same as that 
for underwritten products. For guaranteed issue products, the expected table 
used is the U.S. Life 1979-81 Male/FemaIe White Table. 

The products presented here are all graded death benefit products, which 
have the shared characteristics of a limited-death-benefit feature in the first 
few durations (usually two to three). During this period, the death benefit 
may be a return-of-premium or a pro-determined low face amount. For ac- 
cidental death, the full face amount is often paid. The term product may be 
level or increasing premium and also may be level or decreasing face 
amount. 

As with underwritten mortality, data were collected and analyzed on a 
per-life basis only, not per unit. The age for expected calculations was es- 
timated as the central age of each cell, except that the central ages for cells 
18-34 and 80+ were assumed to be 30 and 82, respectively. 

As with the persistency analysis, companies were not always able to pro- 
vide data in the exact form requested. One company was able to supply data 
only in a non-sex-distinct form. The company had stated that 80% of its 
business was male, so for measuring expected ratios, we split the business 
into 80% male and 20% female at each age. To the degree that this varies 
by age, this could cause some distortion in the analysis. Similarly, one com- 
pany kept its records in decennial age gro'apings; before submitting its data, 
the company divided the data in half to fit the quinquennial age groups (for 
example, for age group 40-49, the assumption was made that half of the 
exposure and half the deaths fit into the 40-44 group and the other half fit 
into the 45-49 group). None of the data has been smoothed. 

Data were not analyzed separately for individual contributing company. 
Unlike the underwritten term data, no significant skewing by company 
seemed to be present in the underlying results. 
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Table 5 presents the same information in more detail: life-years exposed, 
actual deaths, and standard deviations as well as A/E ratios. For cells in 
which experience is limited, we have shown A/E ratios of  zero. In measuring 
aggregate ratios across ages or across durations, note that omitted cells can 
affect these comparisons. For instance, in Table 4, for most age bands, the 
male and female A/E ratios are similar. However, at ages 55-59 ,  the male 
ratio is noticeably higher than the female ratio. However, tbr this age group, 
only the first five durations of  male experience are presented; therefore the 
difference is due more to duration weighting than to sex differences. 

Overall, A/E ratios are greater than 100% at all ages and durations except 
for a few later durations above age 75. The ratios show very little difference 
by sex but do show a generally declining pattern as age increases and as 
duration increases. 

TABLE 5 

MORTALITY t~XPERIENCE FOR GUARANTEED ISSUE GIG'KDED-DEAFH-BENEFIT 

V~THOLF, LIFE PRODUCTS 

Duration 

i 
2 
3 
4 
5 
6 
7 
8 
9 

10 

All  Durations 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

All Durations 

Male Female 

Life-Years Actual A/E 2 Standard Life-Years Actual AlE  2 Standard 
Exposed Deaths Ratio Deviations Exposed Deaths Ratio Deviations 

Ages 45-49 

2,306 23 1.940 80.92% 871 4 1.640 164.02% 
1,846 [ 53 5.011 37.65 1,657 22 4.283 182.62 
1,764 [ 32 2.809 99.83 2,264 20 2.576 115.20 
1,916 33 2.415 84.49 2,373 12 1.345 77.66 
1,845 52 3.613 00.52 2,135 19 2.171 99.61 
1,585 33 2.449 85.28 1,988 27 3.038 116.95 
1,395 29 2.226 82.66 1,618 20 2.533 I13.28 
1,061 24 2.203 89.92 1,293 23 3.344 139.44 
1,159 31 2.378 85.40 1,151 18 2.701 127.32 

0 0 0.000 0.00 _ 1,276 17 2.121 102.91 

14,878 309 2.760 31.40% 16,625 182 2.551 37.81% 

Ages 50 54 

6,119 
5,581 
4,650 
5,310 
5,469 
4,467 
4,041 
3,623 
3,747 

0 

43,006 

118 2.269 41.77% 6,957 99 3.184 
140 2.686 45.40 6,540 89 2.789 
118 2.478 45.56 5,196 68 2.448 
156 2.617 41.86 5,599 93 2.859 
172 2.568 39.13 5,846 105 2.851 
136 2.275 39.02 5,294 86 2.385 
138 2.333 39.71 4,476 90 2.710 
127 2.184 38.76 3,785 57 1.857 
152 2.302 i 37.35 3,375 48 1.600 

0 0.000 0.00 3,156 53 1.722 

1,258 2.411 13.59% 50,223 787 2.455 

63.99% 
59.12 
59.52 
59.39 
55.74 
51.45 
57.13 
49.19 
46.18 
47.32 

17.51% 
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21}1 ~13~l 
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2 S t m d a r d  

D c v i a t i o n s  

37.71% 
39.37 
36.68 
32.40 
29.65 
29.84 
30.32 
31.61 
32.42 
30.73 

! 0.34% 

23.(}5% 
23.57 
23.64 
21.48 
I9.31 
i9.34 
19.6I 
19.48 
19.05 
18.64 

I 6.53% I 
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TABLE 5--Continued 

Duration 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

All Durations 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

All Durations 

1 
2 
3 
4 
5 
6 
7 
8 
9 

I0 

All Durations 

Male Female 

Life-Years Actual A/E 2 Standard Life-Years Actual A/E 2 Standard 
Exposed Deaths Ratio Deviations Exposed Deaths Ratio Deviations 

Ages 65-69 

14,183 
11,707 

8,370 
9,050 
9,328 
6,478 
5,621 
5,054 
4,336 
3,678 

77,804 

9,359 
7,136 
4,700 
4,856 
4,856 
2,764 
2,332 
2,098 
1,763 
1,425 

41,290 

212 
1,214 

651 
624 
573 
272 
215 
202 
175 
129 

4,267 

710 1.556 11.68% 11,826 296 1.569 18.24% 
664 1.623 12.60 12,770 355 1.598 16.96 
513 1.610 14.22 I1,322 356 1.650 17.49 
535 1.424 12.32 12,577 418 1.590 15.55 
598 1.419 11.61 13,168 419 1.388 13.56 
391 1.232 12.46 10,220 338 1.314 14.29 
352 1.183 12.61 8,955 285 1.153 13.66 
344 1.193 12.87 7,844 283 1.192 14.17 
297 1.114 12.93 6,333 205 0.976 13.64 
295 1.208 14.06 5,213 191 1.007 14.58 

4,698 1.384 4.04% 100,227 3,147 1.349 4.81% 

Ages 7 0 ~ 4  

578 1.260 10.48% 8,901 306 i.366 15.62% 
468 1.239 11.45 9,693 355 1.327 14.09 
322 1.200 13.38 8,003 317 1.307 14.69 
338 1.131 12.31 8,373 348 1.253 13.44 
376 1.165 12.02 8,150 355 1.197 12.71 
248 1.250 15.87 5,065 232 1.141 14.98 
189 1.044 15.19 4,351 236 1.214 15.81 
186 1.056 15.49 3,808 203 1.067 14.98 
152 0.948 15.37 3,275 169 0.923 14.20 
143 1.015 16.98 2,700 138 0.819 13.95 

2,999 1.161 4.24% 62,318 2,658 1.183 4.59% 

Ages 75-79 

21 1.380 60.21% t,546 58 0.934 24.54% 
79 0.838 18.86 1,533 74 1.081 25.12 
55 1.006 127.14 1,17i 62 1.060 26.93 
56 0.986 126.36 1,233 65 0.943 23.40 
43 0.759 23.15 1,225 62 0.811 20.61 
20 0.685 30.64 714 46 0.927 27.34 
26 1.041 40.84 595 44 0.959 28.91 
24 0.949 38.73 514 33 0.752 26.18 
26 1.100 i 43.14 421 33 0.828 28.84 
15 0.797 41.15 343 29 0.806 29.93 

365 0.914 9.57% 9,294 506 0.921 8.19% 
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Table 6 shows results 7or durations ] i+ by five-year attained age groups. 
In eonqparing the A/E results from 7able 4, there is a sharp discontinuity 
between duration i0 and the durations ! i +  business. The level o f  homo- 
geneity of  data is unclear at these durations; it is possibIe that later durations 
represent a distinct c!ass of  business ~hat is either not included or is a lesser 
por~don of total exposure of earlier durations. We note that the exposure at 
duration i0 is 36,459, w,i~ereas :~he exposure for alt durations i 1+ is only 
94,441. 

TABLE 6 

iX/IORTALITY ,~XPERiENCE i~OR (}UARANTEED iSSUE GRADED-DEATH-BENEFIT 
\7vqIOLE ~F'E ~RODCCTS DURATION 1 ] + 

Ailained Age 

55 59 
50-64. 
55-69 

AI1 Ages 

"vlale [ Female 

Lifb-Years [ Actual A/E 2 Standard Litb-"/ears Actual AlE 2 Standard 
Exposed l Deaths Ratio Dsviations Exposed Deaths i Ra t io  Deviations 

7,870 375 3.561 36.78% 13,305 318 3.510 39.36% 
13,409 718 2.527 18.86 20,895 605 2.714 22.06 
i5,282 94-0 1.91i i2.47 23,680 841 2.227 15.36 

36,56] 2,0333 1 2.307 ]0.23% I 57,880 1,764 I 2.552 12.15 

Tables 7 and g show resuks ~%r business that could be identified as either 
curt'end: customer or affinity. Separate broad market business was not ava i l  
able for the GBWL product. The total affinity exposure is 115,383 lives, 
which is 16% of  the total GBWL exposure. The total cm~rent customer ex- 
posure is 78,049, which is i i% of  the total GBWL exposure. The A/E ratios 
for the affinity markets are iower than those for the current customer busi- 
ness. As wkh the general pattern of  ra;ios grading down with attained age 
and duration, this difference is more noticeable at ~:he younger ages and at 
the early durations. Reasons for difi~rences in afSnity and current customer 
markets cannot readiIy be deter.mined because of  the different mixes of  busi- 
ness provided by eon<ribWoing companies. Potential reasons for the differ- 
ences rnay include: 
o Response rates (both gross m~d net) rnay have been better for affinity 

markets, which wou!d rec{~zce the impact of  antiseIection. 
o Lapse rates may be better 7or affinity n'mrkets. This would contribute to 

a !ess antiselective group over time. 
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® The underlying mortality may be better for the names solicited in the 
affinity market because the nature o f  the affinity may limit the proportion 
of  very poor risks in the exposure. The current customer lists are more 
likely to have come from a broad marke't base such as a television/news~ 
paper source. 

TABLE 7 

~IORTAL[TY EXPERIENCE FOR WHOLE LIFE PRODUCTS FOR CURRENT CUSTOMERS 

55-59 60-64 65-69 70+ All Ages 

Duration Exp. A/E Exp. AJE Exp. [ AdE Exp. A/E Exp. A/E 
Males 

1 ~,,08 ~! 2.897 2,857 2.445 3 ,124-1.900 ~ [ ~ i  1.323 10,069 1.886 
2.605 2,87~ 2.103 3,5430 1.865 1.352 10,67~ 1.797 2 

3 0 0.000 0 0.000 3,71~ 0.000 2,04~ 0.000 9'652 0.000 
4 0 0.000 3,895 1.885 1.427 1.075 1.432 

0.000 0.000 0.000 0.000 0.000 5 
Tota l  3,902 2.740 9,626 2.263 10,379 1.848 6,485 1.220 30,392 1.745 

Females 

1 2,526 2.325 3,912 1.797 4,541 1.602 
2 2,661 2.077 4,336 1.866 5,371 1.594 
3 0 0.000 0 0.000 0 0.000 
4 0 0.000 4,620 1.922 5,353 1.512 
5 0 0.000 0 0.000 0 0.000 
Tota l  5,187 2.192 12,868 1.956 15,265 1.673 

Males and Females Corabined 

1 4,409 2.665 6,769 2.180 7,665 1.775 
2 4,680 2.393 7,210 2.001 8,914 1.749 
3 0 0.000 0 0.000 0 0.000 
4 0 0.000 8,515 1.899 9,064 1.463 
5 0 0.000 0 0.000 0 0,000 
Tota l  9,089 2.519 22,494 2.141 25,643 1.774 

4,857 1.302 15,836 1.529 
5,357 1 .321  17,725 1.530 

0 0.000 0 0.000 
4,123 1.130 14,096 1.415 

0 0.000 0 0.000 
14,337 t.239 47,657 1.519 

7,062 1 .311 25,905 
7,592 1.334 28,396 

0 0.000 0 
6,169 1.104 23,748 

0 0.000 0 
20,823 1.230 78,049 

1.717 
1.666 
0.000 
1.425 
0.000 
1.638 
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']'ABLE 8 

N'iORTAI.ITY EXPER!ENCF. FOR Vv~HOLE ~IF[ ~, PRODIJCTS FOR AFFINITY CUSTOMERS 

55 59 J 60 (6..! 65 69 I_ 70= AII Ages 

Dura:ion Exp. A/E S Exp A/E Exp. ] A.,E I Exp. A/E Exp. A/E 

Males 

7- 5 759 2.050 8 ,338  i.834 9, i93 1328 5.968 1 .200  29,258 !.456 
2 31712 i.675 41936 i.452 5,227 1 .363 31294 1 .101 17 ,169  1.328 
3 " 0 0.000 31052 i.481 2,979 1.353 2,116 1.235 8,146 1.409 
4 2 278 1.761 ~919 i.543 2,809 1.325 1,372 1.164 91370 1.386 
5 0 0.000 0 0.000 0 0.000 2 ,141  1.049 2,141 2.060 
Totai 11,749 2.128 i9,237 i.773 20,207 I .A.54 14,891 1 .153  66 ,085  1.4.49 

Fcnna[cs 

i.209 5 ,205  1 .277 3 ,581 1 . 1 7 5  18,952 
1.I53 4.,178 1 .279 2 ,921  1 .035  14,91~ 
0.000 0.000 0 0.000 
1.655 3,97~ }.4.82 2.188 1 .163  13,340 
0.000 0.000 21093 1.058 2,093 
1.772 13,362 1.862 10,784 1 .132  49,298 

Males and Females Combined 

1.678 14,398 1 .317 9,549 1 .194  48,210 
1.362 9 ,406  1 .339 6 ,215  1 .079  32,082 
1.935 2,979 1.894. 2,116 1.236 8,146 
1.589 6 ,786  1 .390 3,560 1.!64 22,710 
0.000 0 0.000 4,234 1.052 4,234 

I 
1.744 33,569! 1.557 25,675 1 .146 115,383 

I 
2 
3 
4 
5 
Total 

4,664 1.637 5,502 I 
1.893 3155~ 0.000 4,25~ 

3,12~ 0.0001726 4,048 

I1,351 2.047 13.802 I 

I !0,423 1.930 13,840 
2 7,271 !.746 9,i90 
3 0 0 .000  3,052 
4 5,406 1.746 6,957 
5 0 0.000 0 
Total 23,100 2.10i 33,039 

1.267 
1.231 
0.000 
1.443 
2.368 
1.524 

1.410 
1.298 
1.659 
1.410 
2.170 
1.472 

N o  a t t emp t  was  m a d e  to c o m p a r e  these  resu]ts  to any  o t h e r  TSA Reports 
data. T h e  g u a r a n t e e d  iss~e bus ine s s  is s i gn i f i can t iy  d i f f e r en t  Prom a n y  un-  

derwrkten eus_ness previously p~:@iishe,4, in the TSi  Reports'. 
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B. Summary of Mortality Experience for Graded Benefit Term Life 
Products 

Table 9 summarizes the A/E ratios for the GBTL product for each of the 
first five durations, each age group, and males, females and combined. Table 
10 presents the same information in more detail: life-years exposed, actual 
deaths, and standard deviations as well as the A/E ratios. For cells in which 
experience is limited, we have shown A/E ratios of zero. 

TABLE 9 

ACTUAL-TO-EXPECTED RATIOS FOR GUARANTEED ISSUE GRADED-DEATH-BENEFIT 
TERM PRODUCTS 

A/E Ratios 

. .  Duration 50-54 55-59 60 64 I 65 69 70-..74 All Ages 

Males 

1 0.000 2.971 2.309 1.827 0.000 2.218 
2 2.887 2.825 2.256 1.859 0.000 2.184 
3 3.392 2.515 2.200 1.845 1.838 2.120 
4 3.306 2.425 1.906 1.512 1.459 1.861 
5 2.547 2.458 1.887 1.517 1.429 1.823 
6 2.472 0.000 0.000 1.451 1.180 1.512 

All Durations 2.782 2.506 1.984 1.583 1.394 1.851 

Females 

1 0.000 0.000 2.559 2.420 0.000 2.478 
2 3.895 3.595 2.884 1.885 0.000 2.611 
3 3.403 3.426 2.514 1.970 1.614 2.311 
4 3.904 2.608 2.538 1.851 1.458 2.142 
5 3.038 2.333 2.098 1.754 1.506 1.932 
6 2.551 2.267 1.890 1.526 1.266 1.736 

All Durations 3. I 18 2.522 2.222 1.768 1.424 1.990 

Males and Females Cambined 

1 
2 
3 
4 
5 
6 

All Durat ions  

0.000 
3.224 
3.395 
3.49I 
2.703 
2.498 

2.890 

2.971 
3,058 
2.776 
2,482 
2.417 
2.267 

2.512 

2.385 
2.438 
2.284 
2.087 
1.950 
1.890 

2.072 

2.004 0.000 
1.866 0.000 
1.880 1.751 
1.623 1.459 
1.602 1.462 
1.479 1.216 

1.645 1.406 

2.284 
2.308 
2.176 
1.953 
1.861 
1.627 

1.902 
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TABLE 10 

b,,~()RTALFI'Y ~'XPER/I{NCE POR GUARANTI£i{D iSSUE GRADED-DILB,.II-I-BENI£F/T TERM PRODUCTS 

All Durations 

t Male t_ Female 
Life Yc~:s &cmal ,~,[ 2 Standax] l.ilb-Yclrs Actual A,/£ 2 Standard 

D;~ration Exposed Deaths Ratio I)cviatkms Exposed Deaths Ratio Deviations 

Ages 50 54 

0 0 0.000 ] 0.00% 0 0 0.000 0.00% 
126i 34. 2.887 9 9 . 0 2  1,210 23 3.895 162.44 
2,813 98 3.392 i 68.53 2,486 [ 45 [ 3.403 101.44 
6,452 240 52.306 [ 42.69 5,618 I 127 [ 3.904 I 69.29 
8,256 258 2.547 ] 31.7l 7,5<-7 I 144 ] 3.038 I 50.64 

43.75 7,952 263 2 . 4 7 2  [ _ _ _ . ~ _ _ _ _ ~ ~ _ _ _ _ Z ~ _ _ _ n l _ _  

96 734 893 9 78v I ]8 69(98 47~ ~ 4 , 6 8 9  I 475 3.118 28.61% 

I 
2 
3 
4 
5 
6 

All Durations 

1 
2 
3 
4 12,113 
5 13,835 
6 

All Durations -37 , I42  

&gcs 555 59 

78 2.825 43 
!88 2.515 

I 8,705 I 372 1 2.4-25 25.15 [ 7,721 [ i79 I 2.608 I 

27, 32 !  ,2!1 2.506 i 
\gcs (}0 5d 

2,023 99 2.309 46.42% 1,758 48 2.559 73.87% 
2,4-88 I30 2.256 39.57 2,029 68 2.88.4. 69.95 
"-o,683 371 2.200 22.85 4,866 15.4- 2.514 40.51 

632 1.906 !5.!6 9,859 340 2.538 27.52 
775 1.887 13.56 11,934 368 2.098 21.87 

0 0 _ G.0(10 0.00 1 !,347 342 1.890 20.44 

1.984 8.86% I 41,793 1,320 2.222 12.23% 2,007 

A~ss 65 69 

0.00% 
109.65 
67.52 
38.98 
30.90 
29.03 

t7.87% 

1 1,905 
2 216~7 
3 5,770 
4 9~121 
5 9,007 
6 6,919 

All Durations 35,369 

]12 !.827 
!72 i.859 
405 !.845 
572 1.5i2 
617 i .5i7 
4-92 i.45i 

2,370 !.583 

1 (1 0 0.000 0.00% 
2 0 0 0.000 0.00 
3 i,221 128 i.838 , 
4 3,0I 1 270 !.4.59 
5 3,9i9 372 1.4.29 I 4 . 8 2  
6 3~.4.11 289 i.180 i 13.88 
All Durations I1,562 1,059 1.39.4. ] 8.56% i5,052 

i 34.53% r ~ i 1,632 I 63 2.420 60.98% 
28.35 2,043 I 67 1.885 46.05 
18.33 4,524 170 1.970 30.23 
12.64 8,804 341 1.851 20.05 
12.2i 9,893 398 1.754- 17.58 
13.08 I _ _ ~ _  319 1.526 t7.09 
6.50% 1 3 5 2 / 1 2 1  1,358 1.768 9.60% 

Ages 70 74 

0 0 
0 0 

32.49 1 A74 72 
17.75 3,911 189 

5,202 285 
4,465 227 

0.000 0.00% 
0.000 0.00 
1.614 38.04 
1.458 21.21 
1.506 17.85 
1.266 I6.8I 

773 I 1.424 10.25% 
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The A/E ratios for the GBTL product are generally higher at all ages and 
durations than those for the GBWL product. This may be indicative of mar- 
ket differences or additional antiselection from the term product, which gen- 
erally has a lower unit premium than the GBWL product. In addition (as 
shown earlier in this report), the persistency for the GBTL product is sig- 
nificantly worse than the persistency for the comparable GBWL product. As 
with the GBWL product, the A/E mortality ratios decrease with both in- 
creasing age and increasing duration. 

Table 11 summarizes the GBTL products for broad market and Table 12 
shows the GBTL results for the affinity market. While the affinity market 
exposure is relatively small, only 8,462 lives, the results show mortality 
ratios not too dissimilar from those of the whole life affinity group and 
significantly better results than the total GBTL line. The broad market ratios, 
which include 144,845 lives exposed (50% of the total exposure for this 
product) show results substantially higher than the affinity market and some- 
what higher than the aggregate market. We note that the remaining differ- 
ence between the exposures in Table 11 and 12 and those underlying Table 
9 (288,327 lives exposed) are caused by data included in the total that were 
not specifically identified and separable by market. 

An explanation for the differences in mortality by market is again not 
readily discemible but may be due to the same reasons stated above. 

C. Interpretation of Results 

In using the analyses in this report, it must be recognized that the data 
supplied are far from homogeneous. Wkhin the product groupings shown, 
there are some very disparate product types. In addition, different submitting 
companies have different levels of affinity, billing methods, market types, 
and other factors that cause individual subsets of  these data to have different 
lapsation than the aggregate. Companies entering and exiting business lines 
may have provided data for a few durations only. This can cause changes 
in the overall experience due to different weightings across durations. In 
addition, lapse conservation methods vary by company and also over time. 
This will have an effect on overall persistency and possibly on mortality. 

Direct response products often use upgrades or add-ons after the initial 
issue, and we believe that these affect persistency and mortality. After much 
discussion, the Task Force concluded that useful information could not fea- 
sibly be obtained on upgrades. The impact of upgrade riders and the diffi- 
culty in capturing information were part of the rationale for doing the study 
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TABLE 11 

MORTALITY EXPERIEN(?E FOR GUARANTEED ISSUE GRADED-DEATIt-t~,EN[zFII" TERM PRODUCTS 
FOR THE BROAD MARKET 

55 59 --]_ 60 64 65 69 [ 70+ All Ages 

LxP I _A/E l E x p . -  t Aqi E x p . [  A/E d Exp. I .... A/E . . . .  Exp. _.[ A/E 

1 
2 
3 
4 
5 
Total 

1 
2 
3 
4 
5 
Total 

A/E 

o oooo o - T S ~ - ]  
530 3.030 894 4..126 / 

1,594 4.093 2,713 I 2.526 ] 
4,553 3.456 5,791 [ 2.323 [ 
6,858 2662 8413 2"53~ l - -  

13,535 I_ 3.083 I 1 7 ~ - - - ] - 2 . 5 3 0  1 

o -5.d~- ] o 
o o.ooo / 832 

1,457 4.515 | 2,229 
3,965 4.574 / 5,414 
6,278 3.044 | 8,313 

11,700 3.707 16,788 

2 53 
3 3 , 0 5 1 [  
4 I 8,5181 

Total 

0.000 0 
3.030 1,726 
4.229 4,942 
3.802 11,205 
2.784 16,726 
3.276 34,599 

Males 

0 0.000 
1,196 2.383 
3,915 2.349 
8,037 1.990 

ti,161 1.890 
24,309 2.009 

FemMcs 

oooo 
0.000 

/ 3 , 1 0 4  I 1.973 
/ 5 , 3 4 6 1  1.569 
[ _ . . ~ _ _ [  1.601 

15,077 : ,v.  t 1.658 

- - - - V  

2,297 ] 
6,803 1 

14,906 / 
I 21,004 ! 

0.000 [ 0 [ 0.000 0 
4.050 1 101 3.830 984- 
3.872 / 21888 [ 3.025 2,329 
2.846 / 6,869 / 2.571 5,692 

9 843 2.381 [ , ~_ / 2.156 7,923 
2.770 E 20,]01 -7 2 . 4 7 6  [ 16,928 

Males and Femalcs Combined 

0.000 0.000 0 
4.101 2.840 984 
2.921 2.531 5,433 
2.491 2.163 11,038 
2.483 1.971 14,550 
2.608 2.148 32,005 

0.000 0 
2.395 0 
2.297 0 
1.957 3,317 
1.772 4,679 
1.926 7,996 

0.000 0 0.000 
0.000 2,620 2.952 
0.000 11,326 2.319 
0.000 23,727 2.017 
0.000 33,059 1.984 
0.000 70,732 2.071 

0.000 " 2 9 1 ~  - 0.000 
0.000 3.179 
0.000 8;903 F 2.962 
1.8-83 25 257 ] 2.230 
1 . 4 8 0 1 3 7 ; 0 3 6  I 1.942 
1.483 _I-- - - - - -~3-~ 2.174 

0 0.000 
5,537 3.052 

20,229 2.499 
48,984 2.102 
70,095 1.967 

0.000 0 0.000 
2.395 0 i 0.000 
2.061 0 0.000 
1.705 3,317 1.483 
1.665 4,679 i 1.480 
1.755 7,996 /.483 144,845 2.112 



TABLE 12 

MORTALITY EXPERIENCE FOR GUARANTEED ISSUE GRADED-DEATH-BENEFIT TERM PRODUCTS 
FOR TIlE AFFINITY MARKET 

Duration 

1 
2 
3 
4 
5 
Total 

50-54 

Exp. A/E 

0 0.000 
0 0.000 
0 0.000 

8~ 1.071 
0.000 

83 1.071 

1 i 0.000 2 0 0.000 
3 18 0.000 
4 0.000 
5 0 0.000 
Total 187 0.000 

55-59 

Exp. ArE 

1,259 
409 

0 
78 
0 

1,746 

2.137 
1.169 
0.000 
2.910 
0.000 
1.942 

6064 [ 65--69 

Exp. 1 A/E Exp. J 

Males 

1,213 - ~ . 2 8 4  1,133 1.536 
352 } 1.595 400 1.860 
125 ] 0.634 139 1.324 
76 ] 1.442 75 1.607 
0 ] 0.000 0 0.000 

1,766 ] 1.305 1,747 1.598 

70+ All Ages 

A/E Exp. ] AlE Exp. ,ME 

0 
0 
0 

72 
0 

72 

0.000 
0.000 
0.000 
0.678 
0.000 
/I.678 

3,605 
1,161 

264 
384 

0 
5,414--- 

1.582 
1.636 
1.066 
1.342 
0.000 
1.537 

1 0 0.000 
2 0 0.000 
3 187 0.000 
4 83 1.071 
5 0 0.000 

Total 270 0.519 

Females 

0 
285 
136 

0 
0 

421 

1,259 
694 
136 
78 

0 

2,167 

0.000 
3.310 
4.533 
0.000 
0.000 

3.729 

2.137 
1.728 
4.533 
2.910 
0.000 
2.151 

83O i.242 786 
221 0.389 246 
115 2.763 129 

0.000 0 
0.000 0 

1,166 1.243 1,16t 
Males and Females Combined 

2,043 1.273 1,919 
573 1.306 ~ 646 
240 1.304 268 

76 1.442 75 
0 0.000 0 

2,93:~ 1.289 2,908 

1.196 
1.635 
2.032 
0.000 
0.000 
1.401 

1.449 
1.807 
1.549 
1.607 
0.000 

0 
0 

113 
0 
0 

113 

0 
0 

113 
72 
0 

0.000 
0.000 
0.292 
0.000 
0.000 
0.292 

0.000 
0.000 
0.292 
0.678 
0.000 

1.549 185 0.510 

1,616 
752 

0 

3,048 

5,221 
1,913 

944 
384 

0 

8,462 

1.215 
1.674 
1.591 
0.000 
0.000 

1 A08 

i .504 
1.645 
1.343 
1.342 
0.000 
1.506 
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on a per-policy basis, rather than a ~'ace amount basis. The durational per- 
sistency is based on the initial issue dace of  a policy. I f  a rider is added in 
subsequent durations, this rider is not separately identified for the study. 
However, an add-on policy issued to an existing customer is treated as a 
separate policy and a new issue. 

in summary, the res~alts contained in this study are based on combinations 
of  heterogeneous data. Any i:.~.dividtml company's  results may vary over a 
great range. These results may not be representative o f  experience for other 
companies during the same exposure period and should be used only with 
caution m attempting to ~redict :ru-ure ex'oerience. 
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