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Background & Approach

O

« Insurance gap = Insurance need — Actual cover

» Insurance need

o Household budget deficit post event
~ Income post-event
~ Expenditure post-event
o Preserving current living standards
o Capitalisation until retirement age only

 Actual cover
o Included: Life insurers, pension schemes & disability grants
o Excluded: RAF, Workman’s Comp, Short-term insurance
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Background & Approach

O

* Definition for disability

» Calculated for active earners
o South African
o Regular income
o Between 16 and 65

« Interpretation of the gap
o The under-insured purchase extra cover
o The over-insured reduce or cancel their cover
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The total South African gap
O

Quantum of the 2010 Insurance Gap

Increase in actual cover since 2007

Increase in Insurance Gap since 2007
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The total South African gap

Quantum of the 2010 gap

O

R'trillion

Insurance Need

Actual Cover

Insurance Gap

gap as % of need

R'trillion

Insurance Need

Actual Cover

Insurance Gap

gap as % of need
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The total South African gap

Increase in actual cover since 2007: Death

O
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The total South African gap

Increase in actual cover since 2007: Disability

O
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The total South African gap

Increase in the gap since 2007

R'trillion

Insurance
Need

Actual Insurance
Cover

2007 Insurance Gap
Expected inflation
Wider income definition

Negative need removed
Real structural increase

20.2
5.6

2.9
2.0

9.9
2.7

2010 Insurance Gap
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The gap per average earner
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The gap per average earner

» The gap per average earner

» Number of events expected

» Three possible responses
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O

Rand (rounded ) Death Disability
Insurance Need 950,000 1500 000
Actual Cover -350 000 -600 000
Insurance Gap 600 000 900 000
# Events Death Disability
During 2011 159 034 52 481
Per day 435 144
Death Disability
Buy insurance 2.4% of earnings  1.5% of earnings
Cut expenses 30% 34%
Increase earnings R3 177 pm R4 696 pm
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The gap per socio-economic
segment

O

Gap per average earner for 5 earnings categories

Number of death / disability events expected during
2011

Three possible responses to the Insurance Gap
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The gap per socio-economic segment
Gap per average earner for 5 earnings categories

O

Gap per average earner
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The gap per socio-economic segment
3 Possible responses to the gap: Death

O
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The gap per socio-economic segment
3 Possible responses to the gap: Death

O

Post death event household budget per
income segment

¥ Insurance, Savings, Tax

B Furniture & Other

© Med, Edu, Lux

B Housing, Transport

H Clothes, Groceries

To R5.8K
To R16.7K
R16.7K+
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The gap per socio-economic segment
3 Possible responses to the gap: Disability

O
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Other views on the gap

Income
Age
Education

Household size
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Other views on the gap
Income

O
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Other views on the gap
Age

O
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Other views on the gap
Education

O
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Other views on the gap
Household size

O
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