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Part I: Insurance Products 

General Insurance 

Short tail: insurance policies for which claims tend to be settled quickly between when the policy 

starts and when it is settled  

eg. travel insurance - pay for medical cost, lost property, flight cancellation and temporary 

accommodation) 

Long tail: insurance where the claims typically take a long time to settle between the event and the 

claim or claim and finalise (or may even take a long time to emerge in the first place) 

eg. Medical malpractice involving bodily injury which may go through the courts and the injury is 

chronic and never heals so there is a stream of income. 

Risks: volatility risk, uncertainty risk, risk of extreme events, and super-imposed inflation (affect long 

tail), model risk 

Personal Cover 

Products What does it cover Target Audience 

Home and 

contents 

Insurance / House 

owners / 

Householders 

 Cover the cost associated with 

rebuilding, repairing, replacing 

damage (branch drop down) and 

loss resulting from fire or theft 

(cash, jewellery), natural disasters 

such as storm, lightning, 

earthquake, meteorites, flood, 

household items, and some public 

liability  

 Covers you and your family 

members, but not for friends or 

visitors unless their names are on 

the policy. 

 Residual risk: pay excess under 

policy (first $1000 you pay), insurer 

fails, coverage is insufficient, find 

alternative accommodation – 

inconvenience, lost of personal 

photos. 

 May have caps for various items 

and consider paying extra 

premiums for jewellery, artworks 

or other valuable contents.  (due 

to moral hazard) 

 Lower income householder who 

cannot afford to replace their 

contents as house is typically the 

largest asset where total or near-

total loss would be devastating 

 Good for renters or home 

owners.  Renters can have low-

cost renter's insurance policies 

as the possessions are not 

covered by the landlord's 

policies. 

 In particular seniors with no 

further earnings to rebuild and 

house would be a large part of 

their wealth. 

 Cover valuable assets in their 

house. 

 Suburbs with high crime rates, 

forestry. 

 Retirees who have lost income 

producing capacity making more 

difficult to replace their largest 

assets.  They may have also 

accumulated many assets in 

their house throughout the years 

compared with someone 

younger. 

Travel insurance  Covers for medical expenses from 

personal injury or illness during 

travel , loss of goods, luggage theft 

and disruptions to travel plans. 

 Long distance travelling for 

personal or business or if you are 

unfamiliar with the country. 

 For seniors, urgent medical 

interment or flights cancelled is 
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important.  Moreover retirees 

are more likely to travel. 

 Purchase travel insurance as 

soon as paid for your trip as it 

may then cover for unused 

travel and accommodation in the 

event you must cancel your trip 

due to a covered event such as 

illness or a natural disaster. 

 Short tail 

Lenders Mortgage 

protection 

insurance (LMI) 

 On default of mortgage, the 

insurer makes up for any 

shortcoming when the property is 

sold 

 Credit risk 

 People with low capital 

purchasing a house and funded 

through mortgage by the bank.  

The bank requires it before 

signing on the mortgage. 

Consumer Credit 

Insurance 

 CCI covers your payments in the 

event of death, permanent 

disability or loss of income due to 

injury, illness or involuntary 

unemployment. 

 CCI may also include merchandise 

protection cover, which covers 

damage, loss or theft of 

merchandise purchased with the 

loan product. It can also include 

stolen credit card cover, which 

provides a lump sum benefit if 

your credit card is stolen. 

 Credit risk 

 something happens to you that 

affects your ability to meet your 

credit repayment. 

 the insurer pays the money to 

the lender, not to the consumer 

Comprehensive 

motor Insurance 

 Includes Compulsory Third Party, 

Third Party Property Insurance, 

Fire, Theft, Insurance.  Cover your 

car and property as well as others.  

Some covers extras on car such as 

alloy wheels, sunroofs and custom 

sound systems. 

 Accident risk 

 Expensive vehicle. 

 Householders with cars as CTP is 

compulsory by government 

regulations 

 Many companies offer discount 

to seniors as have generally 

better driving records and less 

exposure to risk due to less 

driving. 

Compulsory Third 

Party 

(required by law) 

 provide compensation to other 

people injured or died in a motor 

vehicle accident caused the a 

negligent driver except the driver, 

including other drivers, passengers 

(in your car and other vehicles), 

pedestrians, cyclists and 

motorcyclists and anyone hurt as a 

result of the accident.   

 CTP insurance does not cover 

damage to car or property, theft, 

vandalism, natural disaster as fire, 

 Owner of motor vehicle must 

necessarily have CPT cover in 

Australia. 
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storm, flood, earthquakes 

Strata insurance.  covers the building and common 

property and contents as defined 

on the title for the property. This 

might include common areas, 

garden equipment, wiring, lifts, 

swimming pools, car parks, walls, 

windows, gardens, ceilings and 

floors. These policies often have to 

cover common property that the 

average home policy does not. 

 exclusions: such as coverage 

against landslip or flood damage, 

or for the property’s fencing.  It is 
important to remember this type 

of insurance doesn’t cover the 
contents and personal items of 

unit holders or residents. 

 Owners of strata units 

 short tail 

Annual Multi-Trip 

travel insurance 

(AMT) 

  

Pet insurance  Cover expenses incurred from 

illness and injury of the pet. 

 Most pet insurance for dogs and 

cats with some policies for horses 

 Owners of cats and dogs looking 

for some financial protection 

against high veterinary bills. 

Boat Insurance  Covers loss, damage, theft or injury 

risks to your craft and its 

occupants, as well as any costs you 

may incur to other people or 

property through accidental 

damage 

 Most policies have geographic 

limits. 

 Boats and marine craft are 

expensive assets 

 Can have lower premiums if boat 

is lay-up for certain periods of 

the year. 

Caravan insurance  cover loss, accidental damage, 

theft and natural disaster (such as 

storm, hail and flood), and will also 

cover liability for legal expenses 

and compensation, in the case of 

an accident where you were the 

driver at fault and someone else 

was injured or suffered damage to 

their property.  CPT does not cover 

this. 

 Extended trips on caravans. 

Bicycle insurance  covers theft, accidental damage, 

damage to wheels and tyres and 

crash damage to your bike. 

 policy might also cover your bike 

when it is used internationally, in 

competition or off-road. 

 People who ride to work with an 

expensive bike, or cyclists. 

 Usually for professional cyclists 

in competitions. 

 Individual 

Personal items 

insurance 

 accidental damage, loss or theft 

away from home or at home. 

 Certain things that have a high 

individual value, such as a 
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 May have a limit for very expensive 

items. 

laptop, sporting equipment, 

camera, jewellery or art, and 

which may not be covered under 

a home and contents or travel 

insurance 

Tax Audit 

Insurance 

 Provides indemnity for accounting 

costs (such as professional fees) in 

the event of the ATO performing 

an audit of a taxpayer 

 Taxpayer looking for some 

financial protection in the case 

of an audit. 

 

Business Cover 

Products What does it cover Target Audience 

Public liability 

insurance (PL) 

 Covers the legal and medical costs 

associated with incidents that 

occur on business premises and 

property due to negligence. 

 Usually contain excess, limit under 

policy as way as per-claim limit. 

 Does not cover for hazardous or 

criminal actions. 

 Business to protect own assets if 

sued by patrons, clients, 

customers 

 In certain public events and 

facilities, it is compulsory and is 

checked though a licensing 

authority  

 If you have to visit clients. (but 

cover by firm) 

 

Professional 

indemnity 

insurance 

 Covers for liabilities (legal or 

damages payable) that may be 

incurred during one’s performance 
in services to clients (such as a 

consulting professional) where the 

client suffers a loss after following 

your professional advice or as a 

result of receiving your service. 

 Business to cover for the 

employees/Personal. 

 In the Code of Professional 

Conduct for Actuaries, a certain 

level of professional insurance is 

compulsory for those who 

provide actuarial advice (clause 

5). 

Product liability  covers for damage or injury that 

you might cause to another 

business or person by your 

product or service. 

 A manufacturer of products, sell 

or distribute, or repair products 

or import products into Australia 

which has a high probability of 

causing harm. 

Worker’s 
compensation 

(required by law) / 

Employer’s liability 

 Provides cover to workers 

suffering from illness, injury or 

disease arising from their 

employment which results in 

medical and treatment costs and 

loss of income, income 

replacement benefits. 

 Residual Risk: caps, partial 

protection of income 

 Business to cover for the 

employees which is compulsory 

to protect injured workers 

 

Business 

Interruption 

Insurance/Revenue 

insurance/ 

consequential loss 

Covers physical damage and profit lost 

(while rebuilding) to the business due 

interruptions to fire, storm, accident, 

floor, burglary, major computer 

failures or earthquake. 

Hazard risk 

Business 

Key person Compensate the financial loss  Partners of a consulting firm due 
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insurance occurring due to the death of a key 

person in the business. 

to the knowledge, skill, 

expertise. 

Sports insurance  Player accident policies cover 

amateur and professional sports 

players who may be injured while 

playing sport. The policy covers 

the players during the recognised 

competition time or during club 

approved training. Most sporting 

clubs require players to take out 

insurance policies, and the cost of 

the premium for these is covered 

at the time of player registration. 

 Prize indemnity insurance covers 

the policyholder for the value of 

an insured prize or a player bonus. 

 Cancellation insurance covers 

expenses that occur because of 

the cancellation, postponement, 

abandonment or relocation of an 

insured event, with the option to 

extend cover to include adverse 

weather. 

 cover amateur and professional 

players, clubs, groups and 

associations and organisations in 

the sports industry 

 including business insurance 

packages or sports clients, which 

reflect typical business insurance 

types, plus additional categories. 

Farm insurance  Farm, crop and livestock insurance 

usually involves a package of 

different insurance types tailored 

to cover farm businesses and 

primary producers for a range of 

events. 

 Those that need to repair or 

replace expensive farm 

equipment if damaged 

Material Damage 

Insurance 

 Business 

Medical 

malpractice 

 both legal costs and the costs of 

awarded compensation if you are 

found to have caused harm by 

committing an error, omission or 

negligent act. 

 Long tail 

 Medical indemnity insurance 

also covers you while you are 

training in a hospital, if your 

medical services to a patient 

result in a claim against the 

hospital. 

Motor bodily injury  Long tail 

Motor insurance( 

fleet) 

  Business 

 Note: already a pooling effect. 

Fire and 

ISR(Industrial 

special risks) 

 Business or shop insurance to 

cover specific risks such as 

damaged glass. 

Business 

Property and asset 

assurance 

insuring fixed assets: 

 premises (Premises- insurance - 

protect your premises against 

hazards like fire, lightning, storms, 

wind or water damage, explosions 

and vandalism), products, 

  vehicles (goods in transit 

 for factory, warehouse, shop or 

home if the premises is single 

largest asset. 

 contents and equipment of high 

value. 

 Business requires transporting 

goods. 
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insurance - transporting goods by 

road, sea or air, you should 

consider insuring against any 

potential damage that may occur 

once the product leaves your 

control and is in transit.) and  

 equipment (contents and 

equipment insurance - vital 

business equipment such as 

computer systems, manufacturing 

equipment, files, tools or 

machines) will help you continue 

operating if they are damaged, 

stolen or destroyed. 

Fidelity Insurance  reimburses the insured 

professional for a loss directly 

resulting from dishonest acts of 

the professional's employees. 

Typically it would cover matters 

involving theft or misappropriation 

of client funds by an employee 

while the client's funds are under 

the control of the professional. 

 one party agrees to guarantee 

the loyalty and honesty of an 

agent, officer, or employee of an 

employer by promising to 

compensate the employer for 

losses incurred as a result of the 

disloyalty or dishonesty of such 

individuals. 

 Any employer concerned with 

employee dishonesty needs 

fidelity guarantee cover. 

Trade Credit 

Insurance / Debtor 

insurance / 

insolvency 

insurance / bad 

debt insurance / 

export insurance / 

trade indemnity 

cover/ credit 

insurance 

 protect your accounts receivable 

from losses due to credit risks such 

as insolvency or protracted 

default, bankruptcy 

 covers a portfolio of buyers and 

pays an agreed percentage of an 

invoice or receivable that remains 

unpaid as a result of protracted 

default, insolvency or bankruptcy. 

 Reduce credit risk 

 business that sells goods and 

services on credit terms with a 

substantial percentage of your 

working capital tied up as 

accounts receivable. 

Builder's warranty  Builder does something negligent  

Reinsurance    

 

Reduce GI product risk 

 Short term contracts: the pricing assumptions on the contract are inadequate, then the 

company can adjust the premiums upward on the next renewal date of the contract 

 Experience refunds: a margin above the expected experience is charged, which is retained if 

the experience turns out worse than expected.   experience refunds are based on the 

experience of a particular contract. Any gains (after a deduction to provide the insurer with 

a profit and a margin for contingencies) will be returned to the policyholder. If the policy has 

adverse experience, any losses are accumulated and deducted from future gains before the 

insurance company would pay an experience refund. There is often a limit on the amount of 

the negative experience that may be carried forward and deducted. 

 Deductibles and coinsurance  
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 Maximum benefits  
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Life Insurance 

Life Insurance - contingency dependent to termination or continuance of human life 

Risks:  

Provider: Longevity, Mortality, Interest rate risks, inflation risk, investment risk, lapse rates, Asset 

liability risks (large reserves for endowment and Wol), Guaranteed value, expense risk, duration 

mismatch risk, reinvestment risk, changes in policyholder behaviour (lapse), antiselection risk 

Consumer: Longevity, Mortality, Interest rate risks, inflation risk (payment cannot sustain its 

purchasing power), investment risk (flexibility of choosing), lapse rates, default risk, Liquidity risk 

(lump sum vs annuity), Taxation (legislative risk), health risk (retirees can have sudden change in 

heath that result in a sudden need of funds which a fixed annuity does not provide) 

Products What does it cover Target Audience 

Whole of life 

[Traditional] 

 Provides a lump sum on the death 

of the insured throughout life 

(guarantee return). 

 Premiums generally increase each 

year as you get older. 

 Have a surrender value - represents 

a reasonable return on premiums 

paid (unlike term insurance) 

 Relatively large reserves required. 

 Financial security and protection 

to surviving family members or 

beneficiaries. 

 More attractive to those who 

wish to be covered for life than 

for term insurance.  However, 

premium starts off being higher. 

 cover for funeral costs 

 pay off mortgage and other 

financial obligations that have 

been left by the insured behind 

 take care of your estate planning 

needs 

 cover for other extra expenses 

your family might need, like child 

care 

 provide a reserve for the 

remaining spouse should he or 

she decides not to work 

anymore. 

Endowment 

insurance 

[Traditional] 

 pay the sum insured on death or on 

survival to the end of the policy 

term (maturity value) 

 Endowments typically have high 

monthly premiums — the shorter 

the endowment term, the higher 

the premiums 

 Have surrender values 

 A way of saving and funding for 

an expense such as college 

savings for a child while having 

some insurance: guaranteed 

return on a guaranteed date as 

long as you make the fixed 

monthly payments. 

 If just focussed on saving a pure 

endowment is better as some of 

the premiums are going to buying 

insurance.  If you focus on 

insurance, a term life insurance is 

better especially for healthy 

people. 

Participating  investment risks associated with high equity exposure in an attempt to 
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provide high bonus rates due to competition; and 

 uncompetitive bonus rates (and thus low new business sales) if assets are 

mainly low-yielding secure fixed interest. 

 There are limited mortality risks and normally little pricing risk. There are 

some surrender risks, but not generally significant. 

Pure endowment 

[Traditional] 

 pay the sum insured on survival to 

the end of a fixed term but nothing 

in the case of death. 

 Have surrender values 

 A way of saving. 

Term certain 

annuities 

[Annuities] 

 provide a guaranteed regular 

income for a fixed term in exchange 

for payment of a lump sum 

 Good for retirees wanting fixed 

income during retirement. 

 Tax-deferred status makes 

people with above average 

income to purchase term certain 

annuities. 

Lifetime 

annuities 

[Annuities] 

 guaranteed regular income for the 

remaining life of the annuitant in 

exchange for payment of lump sum. 

 No protection against inflation 

 Protect against the risk of living 

too long 

 Tax-deferred status. 

  mortality risks, particularly future improvements higher than expected; 

 the need to secure long term (low credit risk) fixed interest investments to 

match the liabilities; and 

 significant new business pricing risks – need to be competitive to sell new 

business, which means pricing using assets with higher credit risk in search 

of higher yields. 

 No surrender value is payable, so if the portfolio is well matched there is 

little liquidity risk. 

Deferred 

annuities 

[Annuities] 

 pay and annuity when the annuitant 

reaches a pre-determined age 

  

Level Term 

Life/Life Cover 

[Term insurance] 

 Provides a lump sum on the death 

of the insured before the end of a 

fixed term.   

 Coverage is flexible varies from 10-

30 years and premium low for 

healthy people. 

 Life cover may be offered by super 

funds to cover expenses upon death 

such as funeral expenses. 

 A level of premium is paid over the 

term of the contract. Have level 

premiums. 

 Typically no surrender value 

 Protect beneficiaries, or 

dependants, from significant 

financial difficulties resulting 

from loss of income, maintain the 

asset value of estate resulting 

from the death of the provider. 

 Married couples with dependent 

children – school expenses. 

 People with bank mortgage, 

personal loan 

 Not suitable for old people with 

no loans, no children, no loss of 

losing a major bread winner; 

there premium would be the 

highest and would require a 

medical examination.  (the 

premium is increased at the end 

of the term if cover is to be 

maintained at the same level) 

 Not suitable for young healthy 

people with no dependants. 
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  lapse risk – particularly if high front end commission is paid; 

 mortality risk – eg adverse random fluctuations plus pandemic impacts; 

 reinsurance risk – if a reinsurer fails, the direct writer is still liable for the full 

claim; and 

 underwriting risk – eg non-disclosure by the life insured, poor-quality 

underwriting by the life office. 

 There is little investment risk as assets are very short. 

Yearly renewable 

term insurance 

(YRT) [Term 

insurance] 

 Difference: premium rate change 

each year over the term of the 

policy to reflect the relationship 

between age and mortality risk. 

 Typically no surrender value 

 Young healthy people as their 

mortality risk is lower so lower 

premiums. 

 

Total Permanent 

Disablement 

Insurance (TPD) 

[Term insurance] 

 Provides cover for the costs of 

rehabilitation, medical expenses, 

debt repayment and the future cost 

of living if the insured is totally and 

permanently disabled and unable to 

work. 

 Any occupation: eligible for cover 

should you no longer be unable to 

work in any job, and do not expect 

to return to the workforce. While 

this means that the amount you pay 

for your premiums is less than you 

would for an own occupation policy, 

it is more difficult to make a claim 

than with an own occupation policy. 

 Own occupation: no longer able to 

work in your current occupation 

due to permanent disablement. 

 Usually lump sum after permanent 

disability is proven 

 Typically no surrender value 

 Used for income protection, 

medical costs, rehabilitation 

costs. 

 Most likely for middle-aged 

people 

 pay off expenses incurred by the 

disability which includes 

rehabilitation costs and nursing 

care 

 help you pay for lifestyle changes 

because of the disability, such as 

refitting your home according to 

your needs 

 provide an extra income should 

your spouse be obliged to cut off 

her working hours to take care of 

you 

 provide an income for you and 

your family. 

 

Income 

Protection (IP) 

[Term insurance] 

 Covers the loss of income (say 75% 

to avoid moral hazard) of the 

insured due to the inability to work 

from illness or injury. 

 Claim benefit escalate in line with 

inflation 

 Unlike Trauma insurance, not 

specific list of accepted conditions 

so greater coverage. 

 Have waiting period/excess 

 Usually income stream for a period 

of 2 years. [risk of lump sum is 

people go back to work at the same 

time] 

 Typically no surrender value 

 Young people with rents. 

 independent contractors who 

may not be entitled to workers 

compensation  

 Most likely for middle-aged 

people 

 Not applicable to people retired. 

 IP premiums are tax deductible 

for most taxpapers. 

Trauma 

Insurance / 

critical illness 

 Covers the insured diagnosed with a 

specified major illness or injury (eg. 

 Income projection 

 Most likely for middle-aged 


