
�%QR[TKIJV l ����� 5QEKGV[ QH #EVWCTKGU

0QVG� 6JG EJCTVU TGHGTTGF VQ KP VJG VGZV ECP DG HQWPF CV VJG GPF QH VJG OCPWUETKRV�

4'%14&��8QNWOG�����0Q����

%QNQTCFQ�5RTKPIU�/GGVKPI

,WPG���ä��������

5GUUKQP���2&

/CPCIKPI�.QPI�6GTO�%CTG�2GTUKUVGPE[�4KUM

6TCEM�� *GCNVJ
-G[�YQTFU� .QPI�6GTO�%CTG�2TQFWEVU��4KUM�%NCUUKHKECVKQP

/QFGTCVQT� )#4;�.��%14.+55
2CPGNKUVU� 2#64+%+#�,��(#;

2'));�.��*#75'4
4GEQTFGT� )#4;�.��%14.+55

5RGCMGTU�YKNN�EQOOGPV�QP���
���HKPFKPIU�HTQO�VJG�51#�.QPI�6GTO�%CTG�4GRQTV��
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���UVGRU�VCMGP�VQ�CHHGEV�RGTUKUVGPE[�TGUWNVU�

/T��)CT[�.��%QTNKUU���6JKU�KU�VJG�VJKTF�QH�HKXG�UGUUKQPU�VJCV�CTG�DGKPI�JGNF�QP�VJG�VQRKE
QH�NQPI�VGTO�ECTG�CV�VJKU�%QNQTCFQ�5RTKPIU�TGIKQPCN�OGGVKPI���6JKU�RCTVKEWNCT�UGUUKQP
KU�QP�OCPCIKPI�VJG�NQPI�VGTO�ECTG�RGTUKUVGPE[�TKUM���6JGTG�YKNN�DG�VJTGG�RTGUGPVGTU�
6JG�HKTUV�YKNN�DG�2CVTKEKC�(C[���5JGçU�C�OGODGT�QH�VJG�51#�.QPI�6GTO�%CTG
'ZRGTKGPEG�%QOOKVVGG���5JG�YKNN�DG�TGRQTVKPI�QP�RGTUKUVGPE[�KPHQTOCVKQP�HTQO�VJCV
GHHQTV���+�YKNN�DG�VJG�UGEQPF�RTGUGPVGT��CPF�CO�CNUQ�C�OGODGT�QH�VJG�51#�.QPI�
6GTO�%CTG�'ZRGTKGPEG�%QOOKVVGG���6JGP�YG�HKPKUJ�WR�YKVJ�2GII[�*CWUGT�YJQ�YCU
C�OGODGT�QH�VJG�51#�.QPI�6GTO�%CTG�8CNWCVKQP�6CUM�(QTEG�

/U��2CVTKEKC�,��(C[���6JG�51#�.QPI�6GTO�%CTG�'ZRGTKGPEG�%QOOKVVGG�RWDNKUJGF�CP
+PVGTEQORCP[�5VWF[�KP�,CPWCT[��������6JKU�UVWF[�GZCOKPGF�FCVC�HTQO�VJG�����ä��
GZRGTKGPEG�RGTKQF���6JG�EQOOKVVGG�CUMGF�HQT�WRFCVGF�GZRGTKGPEG�HQT�����ä�����9G
JCXG�TGEGKXGF�UQOG�WRFCVGU��UQ�YG�YKNN�FKUEWUU�VJG�KPVGTKO�TGUWNVU�HTQO�VJGUG�FCVC�
6JKU�WRFCVG�KPENWFGU�GZRGTKGPEG�HQT�KUUWG�[GCTU�����ä����YJKEJ�TGRTGUGPVU�VJG
GZRGTKGPEG�RGTKQF�QH�����ä�����9G�JCF�C�JKIJ�QH�QXGT���������GZRQUWTGU�HQT�VJG
�����RGTKQF�CPF�LWUV�WPFGT���������HQT������

.CRUGU�KP�DQVJ�UVWFKGU�YGTG�FGHKPGF�CU�VGTOKPCVKQP�QVJGT�VJCP�FGCVJ���6JGTG�YGTG
FCVC�EQFGU�VJCV�EQWNF�KPFKECVG�VGTOKPCVKQP�HQT�PQPRC[OGPV�QH�RTGOKWO��GZRKTCVKQP
QH�C�DGPGHKV�RGTKQF��FGCVJ��VGTOKPCVKQP�QH�VJG�ITQWR��EQPXGTUKQPU��WRITCFGU�CPF�UQ
QP���#NN�QH�VJGUG�EQFGU��YKVJ�VJG�GZEGRVKQP�QH�FGCVJ�YGTG�EQPUKFGTGF�C�NCRUG�
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6JG�VCDNGU�VJCV�HQNNQY�KPENWFG�FCVC�D[�KUUWG�[GCT��D[�KUUWG�CIG��D[�GNKOKPCVKQP
RGTKQF�CPF�D[�IGPFGT���(QT�GCEJ�VCDNG�VJG�FCVC�JCU�DGGP�ITQWRGF�D[�UKZ�FWTCVKQPU�
&WTCVKQP�QPG�NCRUGU�YGTG�FGHKPGF�CU�CP[�VGTOKPCVKQP�QEEWTTKPI�KP�VJG��UV�VQ�VJG
��VJ�OQPVJ�CHVGT�KUUWG��FWTCVKQP�VYQ��VJGTGHQTG��YQWNF�DG�VGTOKPCVKQPU�KP�VJG���VJ
VQ�VJG���VJ�OQPVJ�CHVGT�KUUWG�

6JG�����ä���UVWF[�KPENWFGU�FCVC�HTQO����FKHHGTGPV�EQORCPKGU�KPENWFKPI�DQVJ�ITQWR
CPF�KPFKXKFWCN�YTKVGTU���5KZ�QH�VJGUG�EQORCPKGU�YJKEJ�EQPVTKDWVGF�FCVC�JCXG�PQV
RTQXKFGF�CP[�WRFCVGF�GZRGTKGPEG���6JWU��VJG�FCVC�VJCV�YCU�EQPVTKDWVGF�HQT�VJG
����ä���UVWF[�JCU�DGGP�KPENWFGF�KP�QPN[�VJG�HKTUV�HQWT�FWTCVKQPU�QH�VJKU�UVWF[���1H
VJG�TGOCKPKPI�GKIJV�EQORCPKGU�KPENWFGF��VJTGG�CTG�DTCPF�PGY�EQPVTKDWVQTU���6JG
TGOCKPKPI�HKXG�EQORCPKGU�KPENWFGF�RTQXKFGF�WRFCVGU�VQ�VJGKT�FCVC�YJKEJ�YCU
UWDOKVVGF�HQT�VJG�����ä���UVWF[�

#NN�QH�VJKU�FCVC�YCU�CEEGRVGF�KP�C�TCY��WPGFKVGF�UVCVG���6JG�EQOOKVVGG�FKF�PQV
CVVGORV�VQ�OCMG�CP[�EQTTGEVKQPU���+P�OQUV�ECUGU��TGUWNVU�CRRGCT�TGCUQPCDNG�
JQYGXGT��VJGTG�YCU�QPG�UGV�QH�FCVC�UKIPKHKECPVN[�JKIJGT�VJCP�CP[�QVJGT�UGV��GURGEKCNN[
KP�VJG�HKHVJ�CPF�UKZVJ�FWTCVKQPU���6JGUG�FCVC�YGTG�GZENWFGF�HTQO�VJG�����ä���UVWF[
RTGUGPVGF�JGTG���6JG�EQOOKVVGG�YKNN�FKUEWUU�VJGUG�TGUWNVU�YKVJ�VJG�EQPVTKDWVQT�VQ
XGTKH[�VJCV�VJG�FCVC�JCXG�DGGP�KPVGTRTGVGF�EQTTGEVN[�CPF�CTG�CRRTQRTKCVG�VQ�KPENWFG�KP
VJG�HKPCN�UVWF[���#PQVJGT�RQKPV�QH�ECWVKQP�KU�VJCV�FCVC�JCXG�DGGP�CIITGICVGF�HTQO
OCP[�FKHHGTGPV�EQORCPKGU�YKVJ�FKHHGTGPV�FKUVTKDWVKQP�OGVJQFU��FKHHGTGPV�RTQFWEVU�
FKHHGTGPV�RTKEKPI�NGXGNU��CPF�FKHHGTGPV�VCTIGV�OCTMGVU���#P[�QPG�QH�VJGUG�HCEVQTU�PGGFU
VQ�DG�EQPUKFGTGF�YJGP�FGVGTOKPKPI�YJGVJGT�VJG�FCVC�CTG�CRRTQRTKCVG�HQT�[QWT
EQORCP[���#FFKVKQPCNN[��FGRGPFKPI�QP�JQY�VJG�FCVC�CTG�EQFGF��OQTVCNKV[�EQWNF
WPKPVGPVKQPCNN[�DG�KPENWFGF�

6CDNG���EQORCTGU�VJG�CXGTCIG�NCRUG�TCVG�D[�FWTCVKQP�DGVYGGP�VJG�VYQ�UVWFKGU�
#XGTCIG�NCRUG�TCVGU�JCXG�FGETGCUGF�CV�GCEJ�FWTCVKQP�YKVJ�C�VQVCN�FGETGCUG�QH�����

HTQO�����VQ��������KPFKECVKPI�VJCV�GZRGTKGPEG�JCU�DGGP�KORTQXKPI���*QYGXGT��VJG
����ä���UVWF[�KPENWFGU�C�UNKIJVN[�FKHHGTGPV�OKZ�QH�EQORCPKGU��VJCV�OC[�CEEQWPV�HQT
C�RQTVKQP��DWV�PQV�CNN��QH�VJKU�FGETGCUG���+P�RCTVKEWNCT��VJG�GZENWUKQP�QH�VJG�FCVC�UGV
FKUEWUUGF�RTGXKQWUN[�CEEQWPVU�HQT�VJG�OCLQTKV[�QH�VJG�FGETGCUG�KP�FWTCVKQP�HQWT�
#FFKVKQPCNN[��VJG�VTGPF�QH�FGETGCUKPI�NCRUG�TCVGU�YKVJ�KPETGCUKPI�FWTCVKQP�ENGCTN[
EQPVKPWGU�CPF�KU�GXGP�OQTG�RTQPQWPEGF�KP�VJG�OQTG�TGEGPV�UVWF[�
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TABLE 1
COMPARISON OF AVERAGE LAPSE RATES

Duration
1984–91

Study
1986–93

Study Difference
1
2
3
4
5
6

Total

17.4%
12.9
12.5
14.1

-
-

15.0%

15.5%
11.3
10.1
9.1
8.3
6.0

12.5%

    -1.9%
-1.6
-2.5
-5.0
-
-

-2.5%

%JCTVU���CPF���CTG�ITCRJU�QH�VJG�FCVC�HTQO�6CDNG�����%JCTV���TGRTGUGPVU�VJG�����ä��
UVWF[���%JCTV���KU�VJG�PGYGT�����ä���UVWF[���6JG�EGPVGT�NKPG�KP�DQVJ�ITCRJU

KPFKECVGF�D[�VJG�USWCTG�RQKPVU��KU�VJG�CXGTCIG�NCRUG�TCVGU��#ICKP��VJG�VTGPF�QH
FGETGCUKPI�NCRUG�TCVGU�YKVJ�KPETGCUKPI�FWTCVKQPU�KU�ENGCTN[�KNNWUVTCVGF���6JG�DQVVQO
CPF�VQR�NKPG�TGRTGUGPV�VJG�HKTUV�CPF�VJKTF�SWCTVKNG�
OCTMGF�D[�FKCOQPF�CPF�VTKCPIWNCT
RQKPVU�TGURGEVKXGN[����6JG�HKTUV�SWCTVKNG�KU�FGHKPGF�UWEJ�VJCV�����QH�VJG�EQORCPKGU�KP
VJG�UVWF[�JCF�TGUWNVU�NQYGT�VJCP�VJGKT�CXGTCIG�NCRUG�TCVG�CPF�����QH�VJG�EQORCPKGU
JCF�TGUWNVU�JKIJGT���6JG�VJKTF�SWCTVKNG�KU�FGHKPGF�CU�VJG�RQKPV�YJGTG�����QH�VJG
EQORCPKGU�JCF�NCRUG�TCVGU�JKIJGT�VJCP�VJG�CXGTCIG���6JG�FKHHGTGPEGU�DGVYGGP�VJGUG
NKPGU�CTG�RTGVV[�UKIPKHKECPV�FGOQPUVTCVKPI�VJCV�VJGTG�KU�C�NQV�QH�EQORCP[�VQ�EQORCP[
XCTKCVKQP�DGVYGGP�VJG�NCRUG�TCVGU���1PG�ENCTKHKECVKQP�KU�GXGT[�EGNN�KPENWFGF�KP�VJG
UVWF[�JCF�VQ�JCXG�CV�NGCUV�������GZRQUWTGU���6JKU�OKPKOK\GU�VJG�FKUVQTVKQP�FWG�VQ
FCVC�YKVJ�NKVVNG�ETGFKDKNKV[�

%JCTV���KNNWUVTCVGU�VJG�NCRUG�TCVGU�D[�KUUWG�[GCT�CPF�QPN[�KPENWFGU�TGUWNVU�HTQO�VJG
����ä���UVWF[���%NGCTN[��NCRUG�TCVGU�JCXG�EQPUKUVGPVN[�FGETGCUGF�YKVJ�GCEJ�PGY
KUUWG�[GCT���6JKU�KU�OQUV�NKMGN[�VJG�TGUWNVU�QH�TGRNCEGOGPV�QH�QNFGT�RQNKEKGU��WRITCFGU
QT�EQPXGTUKQPU���6JG�OCTMGV�EQPVKPWGU�VQ�FGXGNQR�PGY�HGCVWTGU�CPF�RQNKEKGU�PQV
KPENWFGF�KP�QNFGT�RQNKEKGU�KPFWEKPI�NCRUCVKQP�

%JCTVU���CPF���KNNWUVTCVG�NCRUG�TCVGU�D[�KUUWG�CIG���6JGUG�ITCRJU�FGOQPUVTCVG�VJCV
NCRUG�TCVGU�CTG�FKTGEVN[�EQTTGNCVGF�YKVJ�KUUWG�CIG�

$QVJ�UVWFKGU�CTG�EQPUKUVGPV�CPF�FGETGCUG�D[�FWTCVKQP�CV�GXGT[�KUUWG�CIG�CU�YGNN�
#NUQ�PQVG�VJCV�VJG�NCRUG�TCVGU�UVCTV�VQ�EQNNCRUG�YKVJ�KPETGCUGF�FWTCVKQPU���6JKU�OC[�DG
VJG�UVCTV�QH�C�VTGPF��UQ�YG�YKNN�PGGF�VQ�OQPKVQT�HWVWTG�TGUWNVU���+V�OC[�KPFKECVG�VJCV
CHVGT�UQOG�UGNGEV�RGTKQF��NCRUG�TCVGU�CTG�KPFGRGPFGPV�QH�KUUWG�CIG�QT�UQOG�QVJGT
HCEVQTU�

(TQO�VJG�(NQQT���2CV��CTG�VJGTG�CP[�TGUWNVU�HQT�WPFGT�����NKMG���ä���QT�YCU�VJGTG�PQV
GPQWIJ�GZRQUWTG!
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/U��(C[���6JGTG�CTG�PQV�OCP[�EQORCPKGU�YKVJ�GPQWIJ�FCVC�KP�VJGUG�EGNNU���6CDNG��
EQORCTGU�NCRUG�TCVGU�D[�FKHHGTGPV�GNKOKPCVKQP�RGTKQFU���6JG�FCVC�JCXG�DGGP�ITQWRGF
KPVQ�VJTGG�ECVGIQTKGU��\GTQ�FC[U����ä���FC[�GNKOKPCVKQP�RGTKQFU��CPF����FC[
GNKOKPCVKQP�RGTKQFU�

TABLE 2
COMPARISON OF LAPSE RATES BY ELIMINATION PERIOD

Duration 1984–91 1986–93 Difference

0 Days

1
2
3
4
5
6

27.4%
19.8
19.3
20.1
–
–

25.6%
17.6
15.3
14.7
12.7
7.6

 -1.8%
 -2.2
 -4.0
 -5.4

–
–

Total 23.5% 20.0%  -3.5%

15–45 Days

1
2
3
4
5
6

  15.1%
12.2

 13.1
13.9
–
–

14.2%
11.0
10.6
9.7
9.6
6.8

-0.9%
-1.2
-2.5

 -4.2
–
–

Total 13.8%       12.1%        -1.7%

60+ Days

1
2
3
4
5
6

 12.8%
9.5
8.9

10.9
–
–

12.0%
8.9
7.6
7.1
7.0
7.2

 -0.8%
-0.6

 -1.3
 -3.8

–
–

Total  11.0%         9.6%        -1.4%

(QT�GXGT[�GNKOKPCVKQP�RGTKQF��VJG�CXGTCIG�NCRUG�TCVG�JCU�FGETGCUGF�CP[YJGTG�HTQO
���VQ������.CRUG�TCVGU�HQT�VJG�\GTQ�FC[�GNKOKPCVKQP�RGTKQF�CTGC�OWEJ�JKIJGT�VJCP
HQT�GNKOKPCVKQP�RGTKQFU�QH����QT�OQTG�FC[U���6JKU�UKIPKHKECPV�FKHHGTGPEG�D[
GNKOKPCVKQP�RGTKQFU�KNNWUVTCVGU�VJG�GHHGEVU�QH�FKHHGTGPV�NCRUG�TCVGU���%QORCPKGU�PGGF�VQ
VCMG�VJGUG�HCEVQTU�KPVQ�EQPUKFGTCVKQP�YJGP�EQORCTKPI�RWDNKUJGF�NCRUG�TCVGU�VQ�VJGKT
GZRGTKGPEG�
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(TQO�VJG�(NQQT���&Q�[QW�VJKPM�VJKU�KU�OQTG�C�HCEVQT�QH�FKUVTKDWVKQP�D[�EQORCPKGU�KP
VJG�UVWF[�CU�QRRQUGF�VQ�JKIJGT�NCRUG�TCVGU�YKVJ�VJG�\GTQ�FC[!��&Q�[QW�JCXG�CP
QRKPKQP�CU�VQ�YJ[�VJG�\GTQ�FC[�KU�JKIJGT!

/U��(C[���6JG�FKHHGTGPEG�KP�NCRUG�TCVGU�DGVYGGP�VJG�\GTQ�FC[�GNKOKPCVKQP�RGTKQF�CPF
VJG�QVJGTU�KU�UQ�FTCOCVKE��+�VJKPM�KV�KU�UKIPKHKECPV�CPF�PQV�UQNGN[�FWG�VQ�EQORCP[
XCTKCVKQP�

(TQO�VJG�(NQQT���+�OGCPV�YKVJKP�GCEJ�EQORCP[��FQ�[QW�VJKPM�VJKU�KU�EQPUKUVGPV!

/U��(C[���9G�JCXG�NQQMGF�CV�VJKU��CPF�KV�CRRGCTU�VQ�DG�EQPUKUVGPV�PQV�QPN[�CETQUU�VJG
KPFWUVT[��DWV�YKVJKP�GCEJ�EQORCP[�VJCV�OCTMGVU�FKHHGTGPV�GNKOKPCVKQP�RGTKQFU�
%JCTVU���CPF���FKURNC[�ITCRJKECNN[�VJG�KPHQTOCVKQP�HTQO�6CDNG�����6JG�ECVGIQTKGU�JCF
VQ�DG�TGXKUGF�UNKIJVN[�DGVYGGP�UVWFKGU�FWG�VQ�VJG�CFFKVKQP�QH�C����FC[�GNKOKPCVKQP
RGTKQF�RQNKE[�KP�VJG�����ä���UVWF[���.CRUG�TCVGU�VGPF�VQ�FGETGCUG�YKVJ�KPETGCUKPI
NGPIVJ�QH�GNKOKPCVKQP�RGTKQF���6JG���ä���FC[�RGTKQF�CPF�VJG����FC[�RGTKQF�CTG
XGT[�ENQUG�YJKNG�VJG�\GTQ�FC[�RGTKQF�KU�UKIPKHKECPVN[�JKIJGT���6JG�VTGPF�QH�FGETGCUKPI
NCRUG�TCVGU�D[�FWTCVKQP�KU�CNUQ�CRRCTGPV���1H�RCTVKEWNCT�PQVG��VJG�NCRUG�TCVGU�KP�VJG
����ä���UVWF[�DGIKP�VQ�EQPXGTIG�CV�VJG�UKZVJ�FWTCVKQP��CICKP�KPFKECVKPI�VJCV�CU�VKOG
RCUUGU��KV�CRRGCTU�VJCV�KPFKXKFWCN�HCEVQTU�UVCTV�VQ�JCXG�C�UOCNN�KORCEV�QP�NCRUG�TCVGU�

(KPCNN[��6CDNG���EQORCTGU�NCRUG�TCVGU�D[�IGPFGT���+P�VJG�����ä���UVWF[��VJG�NCRUG
TCVGU�FKHHGTGF�D[�������YKVJ�HGOCNG�NCRUGU�JKIJGT�CV���������+P�VJG�����ä���UVWF[�
HGOCNG�TCVGU�EQPVKPWGF�VQ�DG�JKIJGT�D[������CV���������$QVJ�UGVU�QH�NCRUG�TCVGU�JCXG
FGETGCUGF�UKPEG�VJG�RTKQT�UVWF[�
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TABLE 3
COMPARISON OF LAPSE RATES BY SEX

Duration 1984–91 1986–93 Difference

Males

1
2
3
4
5
6

17.8%
13.3
12.8
14.4
–
–

14.9%
10.7
9.4
8.7
7.9
6.5

 -2.9%
 -2.6
 -3.4
 -5.7

–
–

Total 13.1% 11.9%  -1.2%

Females

1
2
3
4
5
6

16.8%
12.3
11.9
13.7
–
–

15.8%
11.5
10.2
9.4
9.0
7.4

 -1.0%
- 0.8
- 1.7
- 4.3

–
–

Total 15.4% 12.7%  -2.7%

+P�EQPENWUKQP��VJG�GZRGTKGPEG�EQOOKVVGG�KU�RWTUKPI�FCVC�HTQO�VJQUG�EQORCPKGU�VJCV
JCFPçV�WRFCVGF�VJGKT�RTGXKQWU�FCVC���1PEG�VJCV�FCVC�KU�CXCKNCDNG��VJG�HKPCN�TGRQTV�ECP
DG�RWDNKUJGF�

(TQO�VJG�(NQQT���(QT�VJG�EQORCPKGU�VJCV�KPENWFGF�TGRNCEGOGPV�CEVKXKV[��CTG�VJQUG
HKIWTGF�CU�NCRUGU!

/U��(C[���+V�FGRGPFU�QP�JQY�VJG�KPFKXKFWCN�EQORCPKGU�JCXG�EQFGF�KV���+H�VJG[çXG
EQFGF�KV�CU�C�VGTOKPCVKQP��VJGP�KV�KU�EQPUKFGTGF�C�NCRUG�KP�VJG�UVWF[���6JGTG�KUPçV�C
UGRCTCVG�EQFG�HQT�TGRNCEGOGPVU�UQ�VJGTG�OC[�PQV�DG�EQPUKUVGPE[�CU�VQ�JQY�VJG[�CTG
EQFGF���6JCV�EQWNF�DG�YJ[�VJG�QPG�EQORCP[�JCF�XGT[�JKIJ�NCRUG�TCVGU�

/T��%QTNKUU���/[�RTGUGPVCVKQP�YKNN�FKUEWUU�CEVWCN�RGTUKUVGPE[�TGUWNVU�HTQO�VYQ
UVTGUUGF�DNQEMU�QH�NQPI�VGTO�ECTG�DWUKPGUU�CFOKPKUVGTGF�D[�O[�HKTOçU�VJKTF�RCTV[
CFOKPKUVTCVQT�

6JG�HKTUV�EQORCP[�YCU�C�NKHG�CPF�JGCNVJ�QTICPK\CVKQP�VJCV�JCF�UQNF�C�UK\CDNG�COQWPV
QH�NQPI�VGTO�ECTG�DWUKPGUU�KP�QPG�RCTVKEWNCT�UVCVG���+V�CNUQ�JCF�UQNF�C�PWODGT�QH�QVJGT
NKHG�CPF�JGCNVJ�RTQFWEVU���6JG�EQORCP[�FGEKFGF�KV�FKF�PQV�YCPV�VQ�DG�KP�VJG�NQPI�
VGTO�ECTG�DWUKPGUU�CP[�NQPIGT�DGECWUG�QH�WPHCXQTCDNG�ENCKO�GZRGTKGPEG���+V�HKNGF�HQT
C������TCVG�KPETGCUG�YJKEJ�YCU�KORNGOGPVGF�LWUV�CU�YG�VQQM�QXGT�VJG
CFOKPKUVTCVKQP���$TQMGTU�HQT�VJKU�EQORCP[�UVKNN�YGTG�RCKF�VJGKT�EQORGPUCVKQP�HQT�CP[
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QPIQKPI�DWUKPGUU�VJCV�FKF�TGPGY���6JGP�VJG[�VWTPGF�KV�QXGT�VQ�WU�CU�VJG
CFOKPKUVTCVQT���9JGPGXGT�[QW�JCXG�C�EJCPIG�QH�CFOKPKUVTCVQTU��C�EJCPIG�KP
RGTUKUVGPE[�KU�VQ�DG�GZRGEVGF���2GQRNG�IGV�EQPEGTPGF�YJGP�VJGTG�KU�C�EJCPIG�

6JG�UGEQPF�EQORCP[�YCU�C�JGCNVJ�QPN[�EQORCP[�VJCV�UQNF�C�XCTKGV[�QH�KPFKXKFWCN
RTQFWEVU��DWV�OQUVN[�UGPKQT�RTQFWEVU�NKMG�/GFKECTG�UWRRNGOGPV�CPF�NQPI�VGTO�ECTG�
6JKU�EQORCP[��CNUQ�JCF�RQQT�ENCKO�GZRGTKGPEG��CPF�CDQWV�C�[GCT�RTKQT�VQ�QWT
KPXQNXGOGPV��JCF�DGGP�RWVVKPI���ä����TCVG�KPETGCUGU�KPVQ�GHHGEV���6JGP�VJG[�YGTG
RWV�WPFGT�UVCVG�LWTKUFKEVKQP�CPF�YGTG�FGENCTGF�KPUQNXGPV���6JG�0CVKQPCN�)WCTCPVGG
#UUQEKCVKQP�UGNGEVGF�QWT�VJKTF�RCTV[�CFOKPKUVTCVQT�VQ�OCPCIG�VJG�DWUKPGUU�QP�VJGKT
DGJCNH���4CVG�KPETGCUGU�EQPVKPWGF�HQT�CNOQUV�QPG�[GCT�WPFGT�QWT�CFOKPKUVTCVKQP�CU
VJG�RTGXKQWUN[�CRRTQXGF�KPETGCUGU�DGECOG�FWG���6JG�)WCTCPVGG�#UUQEKCVKQP
FGVGTOKPGF�VJCV�VJGTG�YQWNF�DG�PQ�DTQMGTUç�EQORGPUCVKQP�RC[CDNG�HQT�VJG�DWUKPGUU
VJCV�UVC[U�QP�VJG�DQQMU�

+çF�NKMG�VQ�IKXG�CP�QXGTXKGY�QH�VJG�VYQ�ECUG�UVWFKGU���1PG�JCU�C������TCVG�KPETGCUG
CPF�DTQMGTU�DGKPI�RCKF�EQOOKUUKQPU���6JG�QVJGT�JCU�C���ä����TCVG�KPETGCUG�HQT�CP
KPUQNXGPV�EQORCP[�YJGTG�VJG�DTQMGTU�CTG�PQV�DGKPI�RCKF�EQORGPUCVKQP���+�NQQM�CV
VJG�NGXGN�QH�UVTGUU�QH�VJGUG�VYQ�DNQEMU�CU�DGKPI�IGPGTCNN[�CDQWV�GSWCN���+çXG
EQODKPGF�VJGKT�GZRGTKGPEG�VQ�UJCTG�YKVJ�[QW���6JG�TGUWNVU�QP�������RQNKE[JQNFGTU
YGTG�HQNNQYGF�QXGT�C�HQWT�[GCT�RGTKQF�QH�VKOG�

$GHQTG�UJQYKPI�[QW�UQOG�PWODGTU��+�LWUV�YCPV�VQ�OCMG�C�HGY�EQOOGPVU�CDQWV
EJCPIGU�QH�CFOKPKUVTCVQTU���+V�FQGUPçV�OCVVGT�YJGVJGT�KVçU�KPVGTPCN�VQ�C�EQORCP[�QT
GZVGTPCN�VQ�CPQVJGT�QTICPK\CVKQP���%GTVCKP�VJKPIU�JCRRGP�YJGP�DWUKPGUU�KU�VWTPGF
QXGT���9G�JCXG�VQNN�HTGG�VGNGRJQPG�NKPGU�VJCV�EQOG�FKTGEVN[�KPVQ�QWT�ENCKO
FGRCTVOGPV��WPFGTYTKVKPI�CTGC��CPF�DKNNKPI�CPF�EQNNGEVKQP�WPKV�CU�UQQP�CU�VJG
CPPQWPEGOGPV�IQGU�QWV�VJCV�C�PGY�CFOKPKUVTCVQT�KU�IQKPI�VQ�DG�VCMKPI�QXGT�

9G�JCXG�C�NQV�QH�RQNKE[JQNFGTU�VJCV�CTG����CPF����[GCTU�QNF��YJQ�JCXG�VKOG�VQ�TGCF
VJGUG�NGVVGTU���6JG[�JCXG�VKOG�VQ�OCMG�VGNGRJQPG�ECNNU�GURGEKCNN[�VQ�VQNN�HTGG
PWODGTU��CPF�VJG[�FQ���6JG�OCKP�QDLGEVKXG�DGJKPF�VJG�ECNNU��YJGVJGT�VJG[�CTG�QP
ENCKO�QT�PQV�QP�ENCKO�KU�VQ�UGG�YJGVJGT�VJGTG�TGCNN[�KU�UQOGDQF[�CV�VJG�QVJGT�GPF�QH
VJCV�VQNN�HTGG�PWODGT���9G�CNYC[U�URGPF�C�ITGCV�COQWPV�QH�VKOG�CUUWTKPI�RGQRNG�VJCV
YG�CTG�VJGTG��TGCF[�VQ�JGNR��CPF�VJCV�VJG�QTICPK\CVKQP�DGJKPF�VJGKT�RQNKE[�KU
TGRWVCDNG�CPF�YKNN�JQPQT�VJGKT�ENCKO���5GEQPFCT[�VQ�CUUWTCPEG��YG�OC[�CPUYGT
UQOG�SWGUVKQPU�CDQWV�VJG�EQXGTCIGU�VJCV�VJG[�FQ�JCXG���5QOG�RGQRNG�JCXG�GXGP
HQTIQVVGP�VJCV�VJG[�JCF�RWTEJCUGF�UQOGVJKPI�ECNNGF�NQPI�VGTO�ECTG�KPUWTCPEG���6JG[
MPQY�VJG[çTG�RC[KPI�RTGOKWOU��DWV�VJG[�FQPçV�CNYC[U�MPQY�GZCEVN[�YJCV�RTQVGEVKQP
VJG[�CTG�RC[KPI�HQT�
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#U�+�UJCTG�C�HGY�VCDNGU�CDQWV�VJG�GZRGTKGPEG�QH�VJGUG�VYQ�DNQEMU��MGGR�KP�OKPF�VJG
PWODGTU�HTQO�2CVçU�RTGUGPVCVKQP���5JG�RQKPVGF�QWV�JQY�VJG�NCRUG�GZRGTKGPEG
EQNNCRUGU�QXGT�VKOG��FGETGCUKPI�D[�FWTCVKQP�VQ�C�NQYGT�CPF�CDQWV�GSWCN�NGXGN�
TGICTFNGUU�QH�C�XCTKGV[�QH�VJKPIU���5JG�CNUQ�FGOQPUVTCVGF�C�FKHHGTGPEG�D[�KUUWG�CIG��C
FKHHGTGPEG�D[�GNKOKPCVKQP�RGTKQF��CPF�C�FKHHGTGPEG�D[�IGPFGT�

(QT�VJGUG�UVTGUUGF�DNQEMU�QH�DWUKPGUU��VJG�PGY�CFOKPKUVTCVQT�ECOG�KP�CV�XCTKQWU
RQNKE[�FWTCVKQPU�DWV�CNYC[U�CHVGT�VJG�HKTUV�RQNKE[�[GCT���6CDNG���KPFKECVGU�VJG�NCRUG
TCVGU�D[�RQNKE[�FWTCVKQP���.CRUGU�CTG�GZVTGOGN[�JKIJ�CV�����KP�RQNKE[�[GCT�VYQ�
.CRUGU�FGETGCUG�UVGCFKN[�CU�VJG�RQNKE[�CIGU��GXGP�CHVGT�VGP�[GCTU���#HVGT����[GCTU��VJG
GZRGTKGPEG�DGEQOGU�OQTG�UKOKNCT�VQ�HKTUV�CPF�UGEQPF�RQNKE[�FWTCVKQP�TGUWNVU
V[RKECNN[�UGGP���6JG�KPVGTGUVKPI�QDUGTXCVKQP�KU�VJCV�VJG�NQPIGT�C�RGTUQP�JCU�C�RQNKE[�
HQT�YJCVGXGT�VJG�TGCUQP��VJG[�FQ�KPETGCUKPIN[�VGPF�VQ�JQNF�QPVQ�VJGKT�RQNKE[
TGICTFNGUU�QH�TCVG�KPETGCUGU�QT�EJCPIGU�KP�CFOKPKUVTCVQTU�

TABLE 4
STRESSED LAPSATION
BY POLICY DURATION
Duration Lapse Rate

1
2
3
4
5
6
7
8
9
10
11
12
13

—
   73%

49
42
37
35
34
30
30
26
21
21
15

6CDNG���RTGUGPVU�NCRUG�TCVGU�D[�IGPFGT�VQ�FGVGTOKPG�YJGVJGT�VJGTG�KU�CP[�FKHHGTGPEG
DGVYGGP�OCNGU�CPF�HGOCNGU���6JGTG�KU�C�FKHHGTGPEG���/CNG�RQNKE[JQNFGTU�VGPF�VQ
NCRUG�OQTG�HTGSWGPVN[�VJCP�HGOCNGU���+�DGNKGXG�UQOGVJKPI�JCRRGPU�JGTG�VJCV�YG�CNN
YQWNF�RTQDCDN[�CPVKEKRCVG�YQWNF�JCRRGP���#U�RQNKE[�FWTCVKQP�IGVU�NQPIGT��VJG
RTQRQTVKQP�QH�HGOCNGU�EQXGTGF�KPETGCUGU�FWG�VQ�FGCVJU�COQPIUV�VJG�OCNGU���6JCV
V[RKECNN[�NGCXGU�VJG�HGOCNG�DGJKPF���6JGTG�UGGOU�VQ�DG�C�RTGVV[�EQPUKUVGPV�RCVVGTP�
9QOGP�EQPVKPWG�VQ�RC[�DGVVGT��CPF�KP�C�TGNCVKXG�UGPUG��CPF�NQPIGT�VJCP�OCNG
EQWPVGTRCTVU�

6CDNG���RTGUGPVU�NCRUG�TCVGU�D[�KUUWG�CIG�ITQWRKPI���+P�2GII[çU�RTGUGPVCVKQP��[QW�YKNN
UGG�UQOG�EQOOGPVU�CDQWV�FKHHGTGPEGU�D[�KUUWG�CIG�CTQWPF�VJG�UCOG�EGPVTCN�CIGU�QH
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��������CPF������/QUV�QH�VJG�GZRGTKGPEG�YCU�QP�KUUWG�CIGU�QXGT������2GQRNG�YJQ
RWTEJCUG�CV�[QWPIGT�CIGU�FQ�JCXG�UOCNNGT�NCRUGU�CPF�VJWU�ITGCVGT�RGTUKUVGPE[���2CV
UJQYGF�[QW�VJCV�UCOG�RJGPQOGPQP�HTQO�VJG�+PVGTEQORCP[�5VWF[���6JG�ITGCVGUV
NCRUG�ENGCTN[�QEEWTU�CV�VJG�QNFGT�CIGU�

TABLE 5
STRESSED LAPSATION

BY GENDER
Duration Male Female

1
2
3
4
5
6
7
8
9

10
11
12
13

—
76%
51
39
41
42
36
31
33
25
17
0
0

—
72%
48
44
35
33
33
29
26
24
23
22
0

TABLE 6
STRESSED LAPSATION BY ISSUE AGE

Duration Total 57 67 77

1
2
3
4
5
6
7
8
9

10
11
12
13

—
73%
49
42
37
35
34
30
30
26
21
21
15

—
100%
29
38
20
28
8

67
0
0

67
—
—

—
63%
54
37
30
30
29
24
31
13
0

17
22

—
75%
50
51
41
41
37
34
30
37
25
21
12

6CDNG���UJQYU�VJG�TGUWNVU�D[�GNKOKPCVKQP�RGTKQF���6JG�HKTUV�+PVGTEQORCP[�5VWF[
TGNGCUGF�KP�,CPWCT[������CPF�VJG�OQTG�TGEGPV�TGUWNVU�RTGUGPVGF�D[�2CV�XGTKH[�C
FKHHGTGPEG�D[�GNKOKPCVKQP�RGTKQF�

4GICTFNGUU�QH�OQTDKFKV[��OQTVCNKV[��QT�RGTUKUVGPE[��VJG�YQTUG�NCRUG�GZRGTKGPEG�KU
HQWPF�EQPVKPWCNN[�KP�RQNKEKGU�UQNF�YKVJ�PQ�GNKOKPCVKQP�RGTKQF���6JKU�UVTGUUGF�DNQEM
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EQPVKPWGU�VQ�UJQY�IGPGTCNN[�NQYGT�NCRUCVKQP�HQT�CNN�QVJGT�GNKOKPCVKQP�RGTKQF�RNCPU
DWV�PQV�D[�OWEJ�

TABLE 7
STRESSED LAPSATION

BY ELIMINATION PERIOD
Duration 0 Day All Others

1
2
3
4
5
6
7
8
9
10
11
12
13

—
74%
49
42
36
36
33
30
30
27
21
21
15

—
70%
47
42
36
31
37
28
28
0

—
—
—

1WT�DGUV�IWGUU��NQQMKPI�CV�VJG�FCVC�HTQO�CNN�VJG�UVWFKGU��KU�VJCV�\GTQ�FC[�GNKOKPCVKQP
DWUKPGUU�KU�JGCXKN[�UQNF�D[�UGPKQT�URGEKCNKUVU�CPF�UGPKQT�DTQMGTU�CPF�NGUU�D[�ECTGGT
CIGPVU���6JG�VYQ�DNQEMU�+�CO�FKUEWUUKPI�YGTG�UQNF�D[�DTQMGTU���/C[DG�VJG�TGUWNVU�HQT
VJKU�DNQEM�CTG�ENQUGT�DGECWUG�VJG�XCTKCDNG�D[�UCNGU�HQTEG�OC[�DG�GNKOKPCVGF�KP�VJKU
UVWF[�

6CDNG���RTGUGPVU�C�PGY�UNCPV�EQORCTKPI�PQPUVTGUUGF�GZRGTKGPEG�YKVJ�UVTGUUGF
GZRGTKGPEG���+V�UJQYU�VJG�NCRUG�GZRGTKGPEG�D[�KUUWG�[GCT�QH�UCNGU�HQT�PQPUVTGUUGF
DWUKPGUU�KP�QWT�HKNGU�EQORCTGF�VQ�VJG�UVTGUUGF�DNQEM�YG�JCXG�DGGP�FKUEWUUKPI�

TABLE 8
NONSTRESSED LAPSATION

BY POLICY DURATION & ISSUE YEAR
Duration 1986–90 1991– 94 Stressed

1
2
3
4
5
6
7
8
9

         28%
19
14
12
13
11
11
6
4

        15%
9

10
11

 —
—
—
—
—

—
      73%

49
42
37
35
34
30
30

4GOGODGT�HTQO�2CVçU�RTGUGPVCVKQP�JQY�HQT�GCEJ�[GCT�ENQUGT�VQ�VJG�RTGUGPV�FC[��VJG
JKIJGT�VJG�RGTUKUVGPE[�GZRGTKGPEG�IGVU���(QT�RTGUGPVCVKQP��YG�UGRCTCVGF�VJG
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GZRGTKGPEG�KPVQ�VYQ�UGIOGPVU���1PG�UGIOGPV�KU�HQT�KUUWG�[GCTU�HTQO������VQ������
FWTKPI�YJKEJ�VJGTG�YCU�C�RTGRQPFGTCPEG�QH�RQNKE[�KUUWGU�CPF�C�NQV�QH�EJCPIGU�KP
RTQFWEV�QHHGTKPIU�D[�PGY�ECTTKGTU���6JG�UGEQPF�UGIOGPV�KU�HTQO������VQ������YJGTG
YG�CTG�KPVQ�VJG�OQTG�OQFGTP�GTC�QH�RTQFWEVU���9JCV�+�YCPVGF�VQ�FGOQPUVTCVG�YCU
VJG�TGUWNVU�HQT�UQOG�DWUKPGUU�VJCV�YGçXG�VCMGP�QXGT�YJGTG�VJG�EQORCP[�OC[�JCXG
IQVVGP�QWV�QH�VJG�DWUKPGUU��DWV�VJGTG�YGTG�PQ�TCVG�KPETGCUGU�CUUQEKCVGF�YKVJ�VJG
DWUKPGUU���1P�VJG�HCT�TKIJV�JCPF�UKFG�QH�6CDNG���VJG�PWODGTU�CTG�TGRGCVGF�HQT�VJG
UVTGUUGF�DNQEMU���6JG�QVJGT�VYQ�EQNWOPU�CTG�VJG�PQPUVTGUUGF�TGUWNVU���+P�C�YC[��YG
OC[�QDVCKP�C�UGPUG�HQT�YJCV�TCVG�KPETGCUGU�FQ�VQ�C�DNQEM�QH�DWUKPGUU���+V�YQWNF
CRRGCT�VJCV�RQUUKDN[�PGY�CFOKPKUVTCVQTU�OC[�PQV�JCXG�CP�GPQTOQWU�KORCEV�QP
RGTUKUVGPE[�TGUWNVU���6JG�����ä���TGUWNVU�CTG�XGT[�UKOKNCT�VQ�VJG�TGUWNVU�VJCV�CTG
HQWPF�KP�VJG�51#�+PVGTEQORCP[�UVWF[�

/U��2GII[�.��*CWUGT���#U�)CT[�OGPVKQPGF�GCTNKGT���+�YKNN�VCNM�CDQWV�VJG�KORCEV�QH
RGTUKUVGPE[�TCVGU�QP�RTKEKPI�
VJCV�KU��JQY�FKHHGTGPV�NCRUG�TCVGU�YKNN�CHHGEV�RTGOKWO
TCVGU��CPF�KH�[QW�RTKEG�YKVJ�QPG�UGV�QH�NCRUG�TCVGU��YJCV�OKIJV�JCRRGP�KH�VJQUG�NCRUG
TCVGU�FQPçV�CEVWCNN[�OCVGTKCNK\G����6Q�UJQY�VJGUG�KORCEVU�+�RGTHQTOGF�UGXGTCN
UGPUKVKXKV[�VGUVU���(KTUV�+�VGUVGF�VJTGG�UGVU�QH�NCRUG�TCVG�UEGPCTKQU��C�JKIJ��C�OGFKWO�
CPF�C�NQY��DCUGF�QP�TGUWNVU�HTQO�VJG�+PVGTEQORCP[�5VWF[�CPF�YJCV�+�JCXG�QDUGTXGF
EQORCPKGU�WUG�KP�RTKEKPI���+�CNUQ�VGUVGF�VJG�KORCEV�QH�NCRUG�TCVGU�CUUWORVKQPU�QP
RTGOKWO�TCVGU�HQT�KPHNCVKQP�DGPGHKVU���(KPCNN[�+�VGUVGF�VQ�UGG�YJKEJ�NCRUG�TCVGU�ECWUGF
FKHHGTGPEGU���(QT�GZCORNG��FQ�FKHHGTGPEGU�QEEWT�FWG�VQ�VJG�NCRUG�TCVGU�KP�VJG�KPKVKCN
[GCTU��QT�KU�KV�DGKPI�ECWUGF�D[�VJG�WNVKOCVG�NCRUG�TCVG!

6JG�HKTUV�VGUVKPI�KU�YKVJ�VJG�JKIJ��OGFKWO��CPF�NQY�NCRUG�TCVGU���6JGUG�CUUWORVKQPU
CTG�UJQYP�KP�6CDNG�����6JG�JKIJ�UGV�QH�NCRUG�TCVGU�UVCTV�QHH�CV�����KP�VJG�HKTUV�RQNKE[
[GCT�CPF�ITCFGU�FQYP�VQ�CP�WNVKOCVG�TCVG�QH�������6JGUG�CUUWORVKQPU�TGRTGUGPV�VJG
JKIJGUV�UGV�QH�TCVGU�VJCV�+çXG�UGGP�C�EQORCP[�CEVWCNN[�WUG�KP�RTKEKPI���6JG[�OC[�PQV
DG�VJG�JKIJGUV��DWV�VJG[�YGTG�VJG�JKIJGUV�VJCV�+�JCF�HQWPF���6JG�OGFKWO�UGV�QH�NCRUG
TCVGU�CTG�EQPUKUVGPV�YKVJ�YJCV�VJG�+PVGTEQORCP[�5VWF[�RTQFWEGF���(KPCNN[��VJG�NQY
UGV�QH�NCRUG�TCVGU�YJKEJ�UVCTV�QWV�CV����CPF�ITCFG�FQYP�VQ�CP�WNVKOCVG�QH�����CTG
HCKTN[�EQPUKUVGPV�KP�VJG�GCTN[�FWTCVKQPU�YKVJ�VJG�KPVGTEQORCP[�TGUWNVU�HQT�VJG�HKTUV
SWCTVKNG�QH�EQORCPKGU��KP�VJG�OQTG�TGEGPV�UVWF[���6JG�NCRUG�TCVGU�TGRTGUGPV�RQNKE[
NCRUGU�XGTUWU�RTGOKWO�NCRUG���6JGUG�TCVGU�CTG�HQT�NCRUG�QPN[���9JGP�+�FKF�VJG
UGPUKVKXKV[�VGUVKPI��+�CFFGF�KP�FGCVJU��CPF�+�WUGF�VJG������DCUKE�VCDNG�
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TABLE 9
LAPSE RATES

Duration High Medium Low

1
2
3
4
5
6+

25%
20
17
14
13
12

14%
12
10
 8
 6
 5

9%
7
5
4
3

 3

6JG����WNVKOCVG�NCRUG�TCVG�CUUWORVKQP�KU�NQYGT�VJCP�VJG�TGUWNVU�RTQFWEGF�HTQO�VJG
HKTUV�SWCTVKNG�QH�EQORCPKGU�KP�VJG�KPVGTEQORCP[�UVWF[���*QYGXGT��VJKU�WNVKOCVG�TCVG
TGRTGUGPVU�VJG�NQYGUV�NCRUG�TCVG�VJCV�+�JCXG�UGGP�EQORCPKGU�WUKPI�KP�CEVWCN�RTCEVKEG�
(QT�UKORNKEKV[�KP�O[�VGUVKPI��+�FKF�PQV�XCT[�VJG�NCRUG�TCVG�CUUWORVKQPU�D[�KUUWG�CIG�
D[�GNKOKPCVKQP�RGTKQF��QT�D[�IGPFGT���+�YQWNFPçV�TGEQOOGPF�FQKPI�VJKU�DGECWUG�KV�KU
CRRCTGPV��HTQO�2CVçU�RTGUGPVCVKQP�QH�VJG�+PVGTEQORCP[�5VWF[�TGUWNVU�VJCV�NCRUG�TCVGU
OC[�XCT[�D[�VJQUG�XCTKCDNGU���+çNN�TGKVGTCVG�VJCV�VJGUG�CTG�VJG�NCRUG�CUUWORVKQPU�HQT�CNN
KUUWG�CIGU���6CDNG����UJQYU�YJCV�JCRRGPU�VQ�VJG�CEVWCN�RTGOKWOU���+V�UJQYU�VJCV�CV
VJG�[QWPIGUV�KUUWG�CIG��CIG�����VJG�RTGOKWO�PGGFU�VQ�DG�����JKIJGT�KH�VJG�NQYGT
UGV�QH�NCRUG�TCVGU�KU�WUGF�

TABLE 10
RATIO OF PREMIUMS

 TO MEDIUM LAPSE SCENARIO

Lapse Scenario

Issue Age High Medium Low

57
67
77

0.77
0.81
0.93

1.00
1.00
1.00

1.15
1.10
1.04

(TQO�VJG�(NQQT���9JCV�CTG�[QWT�RTKEKPI�IQCNU!

/U��*CWUGT���+�RTKEGF�HQT�C�EQPUKUVGPV�KPVGTPCN�TCVG�QH�TGVWTP���+�UJQWNF�ECXGCV�VJCV
[QW�OKIJV�PQV�IGV�VJG�UCOG�TGUWNVU�CV�[QWT�EQORCP[�WUKPI�[QWT�CUUWORVKQPU���6JG
TGUWNVU�QH�VJKU�UGPUKVKXKV[�VGUVKPI�YKNN�XCT[�EQPUKFGTCDN[�FGRGPFKPI�QP�VJG�RTQHKV
QDLGEVKXG���+H�[QWçTG�RTKEKPI�QP�C�RTGVCZ�RTQHKV�XGTUWU�CP�KPVGTPCN�TCVG�QH�TGVWTP��VJGTG
YKNN�DG�C�UKIPKHKECPV�FKHHGTGPEG�KP�TGUWNVU���(WTVJGTOQTG��KH�[QWçTG�RTKEKPI�HQT�CP
KPVGTPCN�TCVG�QH�TGVWTP��TGUWNVU�YKNN�XCT[�FGRGPFKPI�QP�UWTRNWU�TGSWKTGOGPVU�CPF
GZRGPUG�UVTWEVWTG�

+�RTKEGF�HQT�C�EQPUKUVGPV�KPVGTPCN�TCVG�QH�TGVWTP��WUKPI�KPFWUVT[�CXGTCIG�GZRGPUGU�URNKV
KPVQ�HKTUV�[GCT�CPF�TGPGYCN�GZRGPUGU���+�FKF�PQV�EJCPIG�CP[�QVJGT�CUUWORVKQPU
DGVYGGP�VJGUG�VGUVU���2GTJCRU�VJG�EQORCP[�VJCV�HKNGF�VJGKT�CEVWCTKCN�OGOQTCPFWO
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YKVJ�CP�WNVKOCVG�NCRUG�TCVG�QH������TGHNGEVGF�EWOWNCVKXG�CPVKUGNGEVKQP�KP�VJGKT
RTKEKPI�OQTDKFKV[�CUUWORVKQPU�

+P�QVJGT�YQTFU��VJG[�OC[�JCXG�CPVKEKRCVGF�VJCV�VJG�JKIJ�NGXGN�QH�NCRUGU�YQWNF�VGPF
VQ�DG�HTQO�JGCNVJKGT�RGQRNG�CPF�VJG[�YQWNF�DG�NGHV�YKVJ�CP�WNVKOCVG�OQTDKFKV[
JKIJGT�VJCP�C�EQORCP[�RTKEKPI�YKVJ�VJG�NQYGT�UGV�QH�NCRUG�TCVGU���+�FKF�PQV�CFLWUV�HQT
EWOWNCVKXG�CPVKUGNGEVKQP���6JGTGHQTG��VJGUG�TGUWNVU�OC[�DG�VJG�YQTUV�ECUG�UEGPCTKQ�QH
YJCV�JCRRGPU�KH�[QW�WUG�JKIJ�NCRUGU�DWV�FQPçV�TGEQIPK\G�CP[�EWOWNCVKXG�CPVK�
UGNGEVKQP���+H�+�JCF�TGEQIPK\GF�EWOWNCVKXG�CPVK�UGNGEVKQP��VJGUG�TCVKQU�YQWNF�DG
ENQUGT�VQ�QPG�

0GZV��TCVJGT�VJCP�ECNEWNCVG�RTGOKWO��+�VGUVGF�VJG�RTQHKVCDKNKV[�QH�VJG�RTGOKWOU
IGPGTCVGF�HTQO�VJG�JKIJ�NCRUG�UEGPCTKQ���+PKVKCNN[��+�RTKEGF�VQ�C�VCTIGV�KPVGTPCN�TCVG�QH
TGVWTP�QH�������6CDNG����UJQYU�YJCV�JCRRGPU�KH�[QW�RTKEG�YKVJ�VJG�JKIJ�NCRUGU�DWV
CEVWCN�GZRGTKGPEG�EQOGU�KP�CV�GKVJGT�VJG�OGFKWO�NGXGN�QT�VJG�NQY�NGXGN�QH�NCRUG���#U
[QW�YQWNF�GZRGEV��[QWT�RTQHKVU�CPF�KPVGTPCN�TCVGU�QH�TGVWTP�FTQR�FTCOCVKECNN[���#V�VJG
[QWPIGUV�KUUWG�CIG��KH�[QW�RTKEGF�YKVJ�VJG�JKIJ�NCRUG�TCVGU�CPF�[QW�GZRGTKGPEG�VJG
NQY�NCRUG�TCVGU��VJG�EQORCP[�YKNN�NQUG�OQPG[�QP�C�RTGVCZ�RTQHKV�DCUKU���4GUWNVU�ECP
DG�HCKTN[�UKIPKHKECPV�

TABLE 11
IMPACT ON PROFITABILITY USING HIGH LAPSE SCENARIO PREMIUMS

Internal Rates of Return–12% Target
Pretax Profit as a

Percentage of Premium
Issue Age High Medium Low High Medium Low

57
67
77

12%
12
12

6%
5
7

4%
3
5

21%
16
9

7%
2
5

(4%)
(6)
2

0GZV�+�VGUVGF�VJG�KORCEV�QH�NCRUGU�QP�RTKEKPI�HQT�C�EQORQWPF�KPHNCVKQP�DGPGHKV���+
ECNEWNCVGF�RTGOKWOU�YKVJ�C����EQORQWPF�KPHNCVKQP�DGPGHKV��EQORQWPFGF�CPPWCNN[
HQT�VJG�NKHG�QH�VJG�RQNKE[���6JGP��+�ECNEWNCVGF�VJG�TCVKQ�QH�C�DCUG�RNCP�RNWU�RTGOKWO
KPHNCVKQP�VQ�VJG�DCUG�RNCP�RTGOKWO���6JGUG�TCVKQU�CTG�UJQYP�KP�6CDNG������+�FKF�PQV
EJCPIG�CP[�QVJGT�CUUWORVKQPU���6JGTGHQTG��+�WUGF�VJG�UCOG�UGV�QH�NCRUG�TCVGU��VJG
UCOG�UGV�QH�GZRGPUG�CUUWORVKQPU�CPF�VJG�UCOG�KPVGTPCN�TCVG�QH�TGVWTP���6CDNG���
UJQYU�VJCV�CV�VJG�[QWPIGT�CIGU��VJG�NCRUG�TCVG�JCU�C�UKIPKHKECPV�KORCEV�QP�VJG
RTGOKWO�VJCVçU�TGSWKTGF�VQ�HWPF�VJG�KPHNCVKQP�DGPGHKV���6JG�FKHHGTGPEG�KUPçV�SWKVG�CU
UKIPKHKECPV�CV�KUUWG�CIG������*QYGXGT��KV�YQWNF�DG�XGT[�FCPIGTQWU�VQ�WUG�VJG�JKIJ�UGV
QH�NCRUGU�CPF�GZRGTKGPEG�VJG�NQY�UGV�QH�NCRUGU�CV�KUUWG�CIG����
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TABLE 12
5% COMPOUND INFLATION BENEFIT

PREMIUM LOADS
Issue Age High Medium Low

57
67
77

2.16
1.80
1.42

2.74
2.04
1.52

3.00
2.14
1.57

0GZV�+�FKF�UQOG�VGUVKPI�VQ�FGVGTOKPG�VJG�ECWUG�QH�VJG�NCTIG�RTGOKWO�FKHHGTGPEGU
RTQFWEGF�WPFGT�VJG�VJTGG�NCRUG�TCVG�UEGPCTKQU���#TG�VJG[�FTKXGP�D[�VJG�NCRUG�TCVGU�KP
VJG�KPKVKCN�[GCTU�QT�D[�VJG�WNVKOCVG�NCRUG�CUUWORVKQPU!��6CDNG����UJQYU�VJG�OGFKWO
UGV�QH�NCRUG�TCVGU�HQT�FWTCVKQPU�VJTGG�CPF�NCVGT��CPF�VJG�XCTKCVKQP�KP�VJG�NCRUG�TCVGU�HQT
[GCTU�QPG�CPF�VYQ���8CNWGU�CV�VJG�DQVVQO�QH�6CDNG����UJQY�VJG�RTQRQTVKQP�QH�NKXGU
GPVGTKPI�RQNKE[�[GCT�VJTGG�IKXGP�NCRUGU�KP�VJG�KPKVKCN�VYQ�[GCTU���.CRUG�TCVGU�KP�VJG
HKTUV�VYQ�RTQFWEG�C�FKHHGTGPEG�QH�����DGVYGGP�VJG�NQY�NCRUG�TCVG�UEGPCTKQ�CPF�VJG
JKIJ�NCRUG�TCVG�UEGPCTKQ���0GXGTVJGNGUU��TGUWNVU�UJQY�VJCV�VJKU�FKHHGTGPEG�FQGU�PQV
JCXG�OWEJ�QH�CP�KORCEV�QP�VJG�RTGOKWO���/[�KPKVKCN�NQY�NCRUG�TCVG�UEGPCTKQ�JCF
UVCTVGF�QHH�YKVJ�C����HKTUV�[GCT�CPF�C����UGEQPF�[GCT���+V�YQWNF�PQV�DG�TGCNKUVKE�KP
VJKU�VGUV�VQ�UVCTV�YKVJ�PKPG��UGXGP��CPF�VJGP�IQ�WR�VQ�VGP���5Q�KP�VJKU�VGUVKPI��+�WUGF
��ä���

TABLE 13
VARY LAPSE RATES IN INITIAL TWO YEARS ONLY

Duration High Medium Low

1
2
3
4
5

 6+

25%
20
10
8
6
5

14%
12
10
8
6
5

10%
10
10
8
6
5

Percentage starting
policy year 3

59% 74% 80%

6CDNG����UJQYU�VJCV�VJG�KPKVKCN�[GCT�NCRUG�TCVGU�TGCNN[�FKF�PQV�JCXG�C�DKI�KORCEV�QP
RTGOKWO���9G�OKIJV�JCXG�GZRGEVGF�VJCV�VJG�RTGOKWOU�HQT�VJG�JKIJ�NCRUG�TCVG
UEGPCTKQ�YQWNF�KPETGCUG�UKPEG�YGçXG�NQUV�C�NQV�QH�RGQRNG�CPF�OC[�PQV�DG�CDNG�VQ
TGEQWR�CU�OWEJ�QH�VJG�CESWKUKVKQP�GZRGPUG���#IG����UJQYU�C����KPETGCUG�KP�VJG
TGSWKTGF�RTGOKWO�YJKEJ�KU�JCTFN[�UKIPKHKECPV���+�YQWNF�JCXG�GZRGEVGF�KPKVKCN�[GCT
NCRUG�TCVGU�VQ�JCXG�C�DKIIGT�KORCEV�
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TABLE 14
RATIO OF PREMIUMS

Initial Two-Year Lapse Scenario

Issue Age High Medium Low

57
67
77

1.01
1.00
1.00

1.00
1.00
1.00

1.00
1.00
1.00

(KPCNN[�+�VGUVGF�YJCV�JCRRGPU�KH�+�WUG�VJG�OGFKWO�UEGPCTKQ�HQT�VJG�HKTUV�VYQ�RQNKE[
[GCTU��DWV�VJGP�XCT[�VJG�WNVKOCVG�NCRUG�TCVG���6JG�TGUWNVU�NQQM�XGT[�UKOKNCT�VQ�VJG
TGUWNVU�RTQFWEGF�D[�XCT[KPI�NCRUG�TCVGU�KP�CNN�[GCTU�
6CDNGU����CPF�����

TABLE 15
VARY LAPSE RATES IN YEARS 3 AND LATER

Duration High Medium Low

1
2
3
4
5

 6+

   14%
   12
   12
   12
   12
   12

    14%
    12
    10
      8
      6
      5

    14%
    12
      5
      4
      3
      3

TABLE 16
RATIO OF PREMIUMS

Ultimate Lapse Rate Scenario

Issue Age High Medium Low

57
67
77

0.76
0.82
0.93

1.00
1.00
1.00

1.15
1.09
1.04

+P�EQPENWUKQP��UKPEG�YG�TGCNN[�FQPçV�MPQY��CV�VJKU�RQKPV��YJCV�VJG�WNVKOCVG�NCRUG�TCVG
YKNN�DG�QP�VJGUG�RQNKEKGU�CPF�VJG�WNVKOCVG�TCVGU�JCXG�VJG�ITGCVGUV�KORCEV�QP
RTQHKVCDKNKV[��KV�UGGOU�VJGUG�CUUWORVKQPU�YCTTCPV�UGTKQWU�EQPUKFGTCVKQP�KP�RTKEKPI�
6JG�KPFWUVT[�JCU�OCFG�ITGCV�UVTKFGU�YKVJ�VJG�+PVGTEQORCP[�5VWF[���$WV��CU�2CV
OGPVKQPGF�KP�JGT�RTGUGPVCVKQP��VJGTG�CTG�UVKNN�UQOG�HCEVQTU�KP�VJG�UVWF[�VJCV�OKIJV
ECWUG�VJG�TGUWNVKPI�NCRUG�TCVGU�HTQO�VJG�UVWF[�VQ�DG�JKIJ�

(WTVJGTOQTG��GXGP�KH�YG�JCXG�C�JCPFNG�QP�VJG�NCRUG�TCVGU�KP�VJG�HKTUV�VYQ�[GCTU��UKPEG
YG�JCXG�OQTG�ETGFKDKNKV[�CPF�OQTG�GZRQUWTG�KP�VJG�HKTUV�EQWRNG�[GCTU�QH�VJG�UVWF[�
VJQUG�[GCTU�CTGPçV�JCXKPI�VJCV�ITGCV�QH�CP�KORCEV�QP�RTGOKWOU�CPF�RTQHKVCDKNKV[�CU
VJG�TCVGU�KP�WNVKOCVG�[GCTU���+�HQWPF�VJKU�UGPUKVKXKV[�VGUVKPI�XGT[�KPVGTGUVKPI�
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(TQO�VJG�(NQQT���9JCV�KU�VJG�UQWTEG�QH�[QWT�CUUWORVKQPU!

/U��*CWUGT���+�TGXKGYGF�FCVC�YG�JCF�EQNNGEVGF�KP�JQWUG�HTQO�XCTKQWU�ENKGPVU�CPF
QVJGT�CEVWCTKCN�OGOQTCPFWOU���+�VTKGF�VQ�EJQQUG�RGT�RQNKE[�GZRGPUG�CUUWORVKQPU
VJCV�YQWNF�DG�OKFFNG�QH�VJG�TQCF�

(TQO�VJG�(NQQT���9JCV�KU�[QWT�HGGNKPI�CU�VQ�VJG�KORCEV�QP�RGTUKUVGPE[�FWG�VQ
FKHHGTGPV�V[RGU�QH�PQPHQTHGKVWTG�DGPGHKVU!

/U��*CWUGT���+�JCXGPçV�FQPG�C�NQV�QH�UGPUKVKXKV[�VGUVKPI�QH�VJG�KORCEV�QH�NCRUG�TCVGU�QT
PQPHQTHGKVWTG�DGPGHKVU���6JGTG�CTG�C�EQWRNG�QH�VJKPIU�VQ�EQPUKFGT���9JGP�YG�CTG
RTKEKPI�C�PQPHQTHGKVWTG�DGPGHKV��YG�YKNN�V[RKECNN[�UNQY�FQYP�VJG�NCRUG�TCVGU�LWUV�RTKQT
VQ�YJGP�VJG�PQPHQTHGKVWTG�DGPGHKV�KU�CXCKNCDNG��CPF�VJGP�WUG�UNKIJVN[�JKIJGT�NCRUG
TCVGU�VJGTGCHVGT���+�JCXGPçV�FQPG�UGPUKVKXKV[�VGUVKPI�VQ�MPQY�KH�VJCV�YQWNF�DTKPI�VJGUG
TGUWNVU�ENQUGT�VQIGVJGT�

(TQO�VJG�(NQQT���;QW�PGGF�VQ�WUG�C�NQY�NCRUG�TCVG�KP�RTKEKPI�DGECWUG�+�ECP�UC[�HTQO
GZRGTKGPEG�KV�ECP�DG�CU�NQY�CU�����QH�VJQUG�NCRUG�TCVGU�[QWçXG�WUGF���%CP�[QW
UWIIGUV�YJCV�EQORCPKGU�FQ�VQ�DG�EQORGVKVKXG�YJGP�VJG[�JCXG�XGT[�NQY�NCRUG�TCVGU!

/U��*CWUGT���+H�[QW�YCPV�VQ�JCXG�EQORGVKVKXG�RTGOKWOU�CPF�[QW�JCXG�GZRGTKGPEGF
NQY�NCRUG�TCVGU��[QW�OC[�JCXG�VQ�GKVJGT�NQYGT�[QWT�RTQHKV�QDLGEVKXG��EWV�[QWT
GZRGPUGU��QT�TGFWEG�[QWT�OQTDKFKV[�RGTJCRU�D[�KORTQXKPI�WPFGTYTKVKPI���;QW�OWUV
KPVGTPCNN[�FGVGTOKPG�JQY�[QW�ECP�OCMG�VJG�GSWCVKQP�YQTM���#�EQWRNG�YC[U�VQ
TGFWEG�OQTDKFKV[�YQWNF�DG�VQ�OCMG�UWTG�[QW�CTG�CFLWFKECVKPI�ENCKOU�CU�YGNN�CU
RQUUKDNG�CPF�FQKPI�C�IQQF�LQD�QH�WPFGTYTKVKPI�

/T��&CXKF�9��5KODTQ���+�VJKPM�UQOG�QH�VJQUG�CUUWORVKQPU�[QWçXG�UJQYP�QP
EQORCP[�GZRGPUG�KU�KPHQTOCVKQP�VJCV�OC[�DG�IQQF�WR�VQ�FWTCVKQP�UKZ�QT�FWTCVKQP
UGXGP���+�MPQY�KP�QWT�QVJGT�NKPGU�QH�DWUKPGUU�YG�FQ�JCXG�HCKTN[�NQY�NCRUG�TCVGU��DWV
VJG[�FGHKPKVGN[�FQPçV�DQVVQO�QWV�CV�FWTCVKQP�UKZ�QT�FWTCVKQP�UGXGP���#V�QWT�EQORCP[
KV�HNCVVGPU�QWV�CTQWPF�FWTCVKQP�VGP���+çO�YQPFGTKPI�KH�EQORCPKGU�CTG�HKPFKPI�VJCV��QT
CTG�VJG[�CUUWOKPI�HCKTN[�HNCV�NCRUG�TCVGU�CHVGT�FWTCVKQP�UKZ�QT�FWTCVKQP�UGXGP!

/U��*CWUGT���9JCV�+�JCXG�UGGP�KU�VJCV�EQORCPKGU�V[RKECNN[�DQVVQO�QWV�VJG�NCRUG�TCVG�
5QOG�OKIJV�IQ�QWV�C�NKVVNG�DKV�NQPIGT�VQ�OC[DG�FWTCVKQP�VGP���6[RKECNN[�VJG�OQTVCNKV[
KU�CFFGF�VQ�VJG�NCRUG��DWV�+�JCXGPçV�UGGP�C�NQV�QH�CP[�XCTKCVKQP�KP�VJG�WNVKOCVG�NCRUG
TCVG�DG[QPF�FWTCVKQP�VGP�

/T��%QTNKUU���6JG�RTKEKPI�OGOQU�YGçXG�TGXKGYGF�HQT�TGKPUWTCPEG�RWTRQUGU�CTG�HCKTN[
EQPUKUVGPV�CPF�+�ECPçV�VJKPM�QH�QPG�VJCV�FQGUPçV�HNCVVGP�QWV�D[�FWTCVKQP�UKZ�
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/U��*CWUGT���$[�VJG�VKOG�[QWçTG�CV�VJG�VGPVJ�FWTCVKQP�YKVJ�UQOG�QH�VJGUG�RQNKEKGU�
[QW�OC[�DG�TGCF[�VQ�OCMG�CP�GZRGTKGPEG�EJCPIG���#V�VJCV�RQKPV��YJGVJGT�VJG
WNVKOCVG�UVCTVU�CV�FWTCVKQP���������QT����OC[�PQV�OCVVGT�

(TQO�VJG�(NQQT���9JGP�TGRTKEKPI��UJQWNFPçV�[QW�NQQM�CV�VJG�KORCEV�QH�YJCV�[QW
CUUWOGF�FWTKPI�QTKIKPCN�RTKEKPI!

/U��*CWUGT���0Q��+�FKFPçV�OGCP�VJCV���+�OGCPV�D[�VJG�VKOG�[QW�IGV�C�RQNKE[�VJCVçU�KP
VJG�VGPVJ�FWTCVKQP��[QW�OC[�DG�VGUVKPI�VJCV�ENCUU�QH�RQNKEKGU�VQ�OCMG�C�EJCPIG���;QW
YQWNF�DG�CV�VJG�WNVKOCVG�TCVGU���#V�FWTCVKQPU��UKZ��UGXGP��CPF�GKIJV��[QW�CTG�RTQDCDN[
IGVVKPI�ENQUG�VQ�[QWT�WNVKOCVG�TCVG�

/T��&QWINCU�5��8CP�&CO���+çXG�CNUQ�UGGP�C�DNQEM�QH�DWUKPGUU�VJCV�JCF�C�����TCVG
KPETGCUG�CPF�VJG�OQTDKFKV[�KORTQXGF�CHVGTYCTFU���+�YCUPçV�UWTG�YJ[�VJCV�QEEWTTGF�
+V�UGGOGF�CU�KH�VJGTG�YCU�C�ITGCV�FGCN�QH�CPVK�UGNGEVKQP�QTKIKPCNN[��DWV�+�FQPçV�MPQY
JQY�TGCN�KV�KU���*CXG�[QW�UGGP�QVJGT�DNQEMU�WRQP�YJKEJ�[QW�EQWNF�OCMG�UQOG
EQOOGPVU!

/T��%QTNKUU���;QWçXG�IKXGP�OG�CP�QRGPKPI�KPVQ�CP�CTGC�VJCVçU�C�NKVVNG�CYC[�HTQO�QWT
VQRKE��YJKEJ�KU�RGTUKUVGPE[���+�VJKPM�KV�FQGU�TGHNGEV�YJ[�VJGTG�ECP�DG�UQOG
KORTQXGOGPV�CHVGT�TCVG�KPETGCUGU���'XGP�YKVJQWV�TCVG�KPETGCUGU��YG�JCXG�UGGP�RQQT
DNQEMU�FGOQPUVTCVG�CP�KORTQXGOGPV�

6JG�CPUYGTU�RTQDCDN[�IGV�DCEM�VQ�VJG�RTQHKVCDKNKV[�QH�C�NQPI�VGTO�ECTG�DNQEM�QH
DWUKPGUU���6JG�HKTUV�KVGO�KU�WPFGTYTKVKPI���6JG�UGEQPF�KU�VJG�ENCKO�RTQEGUUGU�YKVJKP�C
EQORCP[���6JKTF��+�DGNKGXG�RTKEKPI�KU�CP�KORQTVCPV�CEVKXKV[�KVGO���7PFGTYTKVKPI
UGGOU�VQ�DG�UWEJ�C�MG[���9GçXG�DGGP�VJTQWIJ�CDQWV�C�VGP�[GCT�RGTKQF�QH�VKOG�KP
YJKEJ�WPFGTYTKVKPI�MPQYNGFIG�JCU�EJCPIGF�FTCOCVKECNN[�

+�VJKPM�VJCV�DNQEMU�VJCV�CTG�UJQYKPI�KORTQXGOGPV�KP�NCVGT�RQNKE[�[GCTU�CTG�C�TGUWNV�QH
QDXKQWU�CPVK�UGNGEVKQP�VJCV�VQQM�RNCEG�QTKIKPCNN[���6JG�CPVK�UGNGEVKQP�TGUWNVU�QEEWTTGF
GCTN[�CPF�JCXG�DGGP�TGEQTFGF���6JQUG�KPUWTGF�VJCV�CTG�UVKNN�EQXGTGF�CTG�TGCNN[�C�OQTG
V[RKECN�UGV�QH�RQNKE[JQNFGTU�YKVJ�C�OQTG�CXGTCIG�GZRGEVCVKQP�QH�TGUWNV���6JCVçU�YJ[�+
DGNKGXG�YG�JCXG�UGGP�ENCKO�TGUWNVU�KORTQXKPI�D[�RQNKE[�FWTCVKQP�YKVJ�QT�YKVJQWV�C
TCVG�KPETGCUG�

/U��*CWUGT���+�JCXG�JCF�C�EJCPEG�VQ�NQQM�CV�C�DNQEM�VJCV�YCU�JCXKPI�UQOG
UKIPKHKECPV�TCVG�KPETGCUGU��CPF�YG�JCF�PQV�UGGP�VJCV�RJGPQOGPQP�QEEWT���9G�UCY
GTTCVKE�GZRGTKGPEG�CHVGT�VJG�TCVG�KPETGCUGU�JCF�DGGP�IQKPI�KP�CPF�KV�NQQMGF�OQTG�NKMG
VJG�GZRGTKGPEG�YCU�YQTUGPKPI�VJCP�IGVVKPI�DGVVGT�
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/T��4QIGT�,��)CIPG���+�JCXG�C�EQWRNG�QH�SWGUVKQPU�HQT�2CV���(KTUV��YCU�VJG�GZRGTKGPEG
WUGF�HQT�VJG�UVWF[�CNN�QP�KPFKXKFWCN��QT�YCU�VJGTG�ITQWR�GZRGTKGPEG�CV�CNN�KP�VJGTG!
6JG�UGEQPF�SWGUVKQP�KU��+çXG�UGGP�UQOG�FKHHGTGPEGU�KP�QWT�GZRGTKGPEG��QP�VJG�ITQWR
UKFG���&KHHGTGPV�UVGRU�YGTG�VCMGP�VQ�EQPUGTXG�WRQP�EGUUCVKQP�QH�RTGOKWOU��VJGTG�CTG
FKHHGTGPV�UVGRU�[QW�ECP�VCMG�VQ�UGG�VJG�KPUWTGF�TGCNN[�OGCPV�VQ�FQ�VJCV��QT�YCU�KV�CP
WPKPVGPFGF�NCRUCVKQP��UWEJ�CU�JCXKPI�C�VJG�UGEQPF�RCTV[�VQ�ECNN���9CU�VJGTG�CP[
CVVGORV�VQ�NQQM�CV�FKHHGTGPEGU�DGVYGGP�VJG�UWDOKVVKPI�EQORCPKGU�QP�VJGKT�RQNKEKGU�KP
VJCV�TGICTF��QT�FQGU�CP[�QH�VJG�RCPGN�JCXG�CP[�EQOOGPVU�QP�QDUGTXGF�FKHHGTGPEGU!

/U��(C[���6JG�UVWF[�FKF�KPENWFG�DQVJ�ITQWR�CPF�KPFKXKFWCN��DWV�ENGCTN[�VJGTG�KU�OWEJ
OQTG�KPFKXKFWCN�YGKIJVKPI�VJGTG���9G�JCXGPçV�VTKGF�VQ�NQQM�CV�CP[VJKPI�KP�RCTVKEWNCT
VQ�UGG�YJCV�C�EQORCP[�OKIJV�FQ�VQ�EQPVTQN�NCRUGU�

/T��%QTNKUU���6JKU�OQTG�TGEGPV�RGTUKUVGPE[�GZRGTKGPEG�FQGU�JCXG�OQTG�ITQWR
DWUKPGUU�VJCP�VJG�NCUV�QPG�FKF���*QYGXGT��VJG�UVWF[�FCVGF�,CPWCT[������JCF�NGUU
VJCP����QH�GZRQUWTG�CU�ITQWR�DWUKPGUU���6JKU�KPHQTOCVKQP�KU�RTGFQOKPCPVN[�DCUGF
QP�KPFKXKFWCN�RQNKE[JQNFGTU�

/U��-KO�*��6KNNOCPP���+�JCXG�C�SWGUVKQP�CDQWV�VJG�GZRGTKGPEG�UVWF[���+çO
YQPFGTKPI�KH�VJGTG�YCU�C�RWTRQUG�HQT�UVWF[KPI�NCRUCVKQP���/[�HKTUV�TGCEVKQP�YCU�
YGNN��VJCV�OWUV�DG�FKHHGTGPV�HQT�GXGT[�EQORCP[���+çO�VJKPMKPI�CDQWV�WUGU�VJCV�CP
+PVGTEQORCP[�5VWF[�OC[�JCXG�CPF�YJGVJGT�VJGTG�YCU�C�URGEKHKE�RWTRQUG�KP�OKPF�HQT
UVWF[KPI�VJKU�

/T��%QTNKUU���6JGTG�YCU�C�XGT[�URGEKHKE�TGSWGUV�HTQO�UQOG�EQORCPKGU�YJQ
EQPVTKDWVGF�FCVC�VQ�VJG�UVWF[�YJKEJ�KU�IGPGTCNN[�WPTGNCVGF�VQ�YJCV�OQUV�CEVWCTKGU
FQ���6JGTG�YCU�C�NQV�QH�FGDCVG��FKUEWUUKQP��CPF�VGUVKOQP[�IQKPI�QP�CTQWPF�VJG
EQWPVT[�CPF�KP�9CUJKPIVQP�CDQWV�JQTTKDNG�NCRUG�TCVGU���6JG�UWOOCVKQP�KPFKECVGF�VJG
KPUWTCPEG�KPFWUVT[�YCU�PQV�FQKPI�KVU�LQD�YKVJ�KVU�RTQFWEVU�

6JG�QPN[�RGQRNG�YJQ�YGTG�QWV�QH�VJG�RTQEGUU�YGTG�VJG�CIGPVU�CPF�RGQRNG�YJQ�YGTG
NCRUKPI�VJGKT�RQNKEKGU�UJQTVN[�CHVGT�VJG[�IQV�VJGO�DGECWUG�VJG[�DQWIJV�VJGO�WPFGT
QWT�JKIJ�RTGUUWTG���9G�YGTG�TGSWGUVGF�VQ�UGG�KH�YG�EQWNF�RTQXKFG�KPHQTOCVKQP�VQ
UJQY�VJCV�RGQRNG�FQ�JQNF�QPVQ�VJGKT�RQNKEKGU���6JG�XCTKQWU�DTGCMQWVU�QH�KPHQTOCVKQP
YGTG�EQORNGVGF�VQ�UJQY�TGUWNVU�QXGT�VKOG�

9G�MPGY�VJCV�VJGTG�YGTG�C�PWODGT�QH�VJKPIU�IQKPI�QP�KP�VJCV�HKTUV�HKXG�[GCT�RGTKQF�
����ä�����0GY�RQNKEKGU�YGTG�EQOKPI�QWV�TGIWNCTN[��CPF�PGY�EQORCPKGU�EQOKPI
KPVQ�VJG�DWUKPGUU��UQ�VJGTG�YCU�C�NQV�QH�NCRUCVKQP�VJCV�YCU�FWG�VQ�VJG�HCEV�VJCV�PGY
CPF�DGVVGT�RTQITCOU�CPF�UVTQPIGT�EQORCPKGU�YGTG�KP�VJG�DWUKPGUU���+�VJKPM�VJG
KPHQTOCVKQP�JCU�FGOQPUVTCVGF�VJCV�VJG�KPFWUVT[�KU�EQOKPI�KPVQ�KVU�QYP�
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CHART 1
1984–91 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATE BY DURATION

CHART 2
1986–1993 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATE BY DURATION
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CHART 3
1986–1993 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATES BY ISSUE YEAR

CHART 4
1984–1991 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATE BY ISSUE AGE
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CHART 5
1986–1993 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATE BY ISSUE AGE

CHART 6
1984–1991 INTERCOMPANY EXPERIENCE STUDY

LAPSE RATE BY ELIMINATION PERIOD
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CHART 7
1986–1993 INTERCOMPANY STUDY

LAPSE RATE BY ELIMINATION PERIOD


