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    	Transcription of Session 67 Panel Discussion Policyholder Behavior ...


        
    	1 Session 67 PD, Policyholder Behavior Experience for life and Annuities Moderator: Marianne C. Purushotham, FSA, MAAA Presenters: Todd Giesing Marianne C. Purushotham, FSA, MAAA SOA Antitrust Disclaimer SOA Presentation Disclaimer SOA/LIMRA Joint Experience StudiesINDIVIDUAL ANNUITY AND INDIVIDUAL life insurance Policyholder BEHAVIORTodd Giesing, LIMRA Secure Retirement InstituteMarianne Purushotham, LIMRA Data Analytics2 Variable Annuity Guaranteed Living Benefits Utilization Study Fixed Indexed Annuity Policyholder Behavior Experience Individual life insurance lapse /Surrender and Premium Persistency ExperienceAgenda3 Variable Annuity Guaranteed Living Benefits Policyholder BehaviorBehavnior4 CompaniesMillioncontracts with GLB ridersof total VA with GLB rider sales in 2016of total VA assets with GLB riders LIMRA/SOA Variable Annuity GLB Utilization Study 2016 : Retail = VA with GLB + VA without GLB.
2 Excludes individual annuities in employer plans. Source: Individual Annuity Yearbook 2016 and Quarterly Variable Annuity Guaranteed Living Benefit Election Tracking Survey, LIMRA Secure Retirement Institute, of retail VA assets now have a GLB rider2016$884 B2014$843 B2012$661 B2010$521 B2008$272 BAssets in Retail Variable Annuities With GLBs(in billions) 6 About the VA GLWB Owners Baby Boomers (52-70)46% of VA GLWB buyers are leading edge Boomers, age 59 to 6867%IRA/Qualified ContractsAverage age of IRA buyers: 65; average age of NQ buyers: 6892%Benefit Base > Contract ValueBOY 2016, the ratio of CV to BB: 97%; Average difference between CV and BB: $17,917 Average contract value: $133,076 Median contract value: $93,15075%32%Joint LivesHad payouts based on joint Owners in 2016 Based on 2,980,452 contracts issued by 20 companies759%About the VA GMIB Owners Baby Boomers (52-70)37% of VA GMIB buyers are leading edge Boomers, age 59 to 6865%IRA/Qualified ContractsAverage age of IRA buyers: 56; average age of NQ buyers: 5990%Benefit Base > Contract ValueBOY 2016, the ratio of CV to BB: 91%.
3 Average difference between CV and BB: $29,135 Average contract value: $120,519 Median contract value: $74,023 Joint LivesHad payouts based on joint Owners in 2016 Based on 1,494,207 contracts issued by 16 companies65%8 Note: Based on 2,868,791 GLWB contracts issued before 2016 and still in force at EOY s are a key factor in GLWB owner withdrawal behaviorPercentage of VA GLWB Owners Taking Withdrawals in 20160%30%60%90% - 25,000 50,000 75,000 100,0005055606570758085 orolderPercent of owners taking withdrawalsNumber of IRA OwnersAge of OwnerNumber of IRA OwnersPercent Taking Withdrawals0%30%60%90% - 25,000 50,000 75,000 100,0005055606570758085 orolderPercent of owners taking withdrawalsNumber of NQ ownersAge of OwnerNumber of NonqualifiedGLWB ContractsPercent TakingWithdrawals9 Note.
4 Based on 1,394,252 GMIB contracts issued before 2016 and still in force at EOY withdrawals also driven by RMD sPercentage of VA GMIB Owners Taking Withdrawals in 20160%30%60%90% - 25,000 50,000 75,000 100,0005055606570758085 orolderAge of OwnerNumber of IRA GMIB ContractsPercent Taking Withdrawals0%30%60%90% - 25,000 50,000 75,000 100,0005055606570758085 orolderAge of OwnerNumber of NonqualifiedGMIB ContractsNumber of IRA OwnersNumber of NQ ownersPercent of owners taking withdrawalsPercent of owners taking withdrawals10 Note: Based on 610,760 GLWB contracts that were issued before 2016, still in force at EOY 2016, and had withdrawals in of systematic withdrawals (SWP) indicates owners intention to utilize guaranteed benefitsPercentage of GLWB Owners Taking Withdrawals Through SWP24%47%78%85%89%18%44%76%84%83%0%25%50 %75%100%Age<5054596469747984 Age of OwnerNonqualifiedIRA11 Note: Based on 457,576 GMIB contracts that were issued before 2016, still in force at EOY 2016, and had withdrawals in pattern for GMIB ridersPercentage of GMIB Owners Taking Withdrawals Through SWP23%37%55%75%84%87%9%26%51%73%81%84%0% 25%50%75%100%Age<5054596469747984 Age of OwnerNonqualifiedIRA12 Note.
5 Based on 792,310 GLWB contracts issued before 2016 and remaining in force at EOY 2016 with withdrawals in 75%20%75% to < 90%8%90% to <110%57%110% to <150%6%150% to <200%3%200% or more7%GLWB Actual Withdrawals as a Percentage of Benefit Maximum -2016 GLWB owners withdrew income that was below or close to the maximum : Based on 457,566 GMIB contracts issued before 2016 and remaining in force at EOY 2016 with withdrawals in 75%, 24%75% to < 90%, 18%90% to <110%, 45%110% to <150%, 4%150% to <200%, 2%200% or more, 7%GMIB Actual Withdrawals as a Percentage of Benefit Maximum -2016 GMIB owners withdrew income that was below or close to the maximum annuitization remains 2011201120122013201420152016 After 2016 Percent of GMIB riders annuitized in 2016 Note: Based on 14,642 annuitized GMIB Contracts80,49132,25075,657103,35694,243 96,568103,994886,48515 Note: Based on 792,310 GLWB contracts issued before 2016, still in force at EOY 2016, and with withdrawals in GLWB withdrawals are more likely from younger ownersPercentage of Owners Taking Withdrawals by AgeWithdrawals as a Percent of Maximum Annual Benefit Amount 0%20%40%60%80%100%Percent of OwnersCurrent Age of OwnerUnder 75%75% to to to to or more16 Note.
6 Based on 376,459 GMIB contracts issued before 2016, still in force at EOY 2016, and with withdrawals in -Percentage of Owners Taking Withdrawals by AgeWithdrawals as a Percent of Maximum Annual Benefit Amount 0%20%40%60%80%100%Percent of OwnersCurrent Age of OwnerUnder 75%75% to to to to or moreYounger owners account for a majority of GMIB excess withdrawals17 Note: Based on 756,275 GLWB contracts issued before 2016, still in force at EOY 2016, with withdrawals in owners taking SWP withdrawals are more likely to stay within benefit maxPercentage of GLWB Owners Taking 125 Percent or more of the Benefit Maximum15%21%16%10%7%6%7%11%84%85%80%66% 44%21%19%22%Under 5050 to 5455 to 5960 to 6465 to 6970 to 7475 to 7980 or olderSystematic Withdrawals (SWPs)Occasional Withdrawals18 Note.
7 Based on 457,566 GMIB contracts issued before 2016, still in force at EOY 2016, with withdrawals in of GMIB Owners Taking 125 Percent or more of the Benefit Maximum17%14%11%9%6%5%5%9%80%72%67%50%39 %21%21%24%Under 5050 to 5455 to 5960 to 6465 to 6970 to 7475 to 7980 or olderSystematic Withdrawals (SWPs)Occasional WithdrawalsGMIB owners taking SWP withdrawals are also morelikely to stay within benefit max19 Note: Based on 2,980,452 GLWB contracts issued in 2016 or Surrender Rate by Quarter of Contract Issue Increase in GLWB surrender rates at key contract of Contracts SurrenderedQuarter of issueUnweightedWeighted by BOY Contract ValueExpiration of B-share CDSC10 year anniversary20 Note: Based on 1,473,471 GMIB contracts issued in 2015 or rates spike at end of CDSCGMIB Surrender Rate by Quarter of Contract Issue Expiration of B-share by BOY Contract Value21 Note: Based on 784,535 GLWB contracts issued before 2016 that also had withdrawals in Owners Taking Systematic Withdrawals are Less Likely to SurrenderGLWB Contract Surrender Rates by Withdrawal MethodsPercentage of Contracts Fully to 5455 to 5960 to 6465 to 6970 to 7475 to 7980 or olderCurrent Age of OwnerNon-systematic WithdrawalsSystematic Withdrawals22 Note: Based on 803,993 GLWB contracts issued before 2016 that also had withdrawals in 2016.
8 Sub-optimum GLWB withdrawals indicate increased surrenders in all age groupsPercentage of GLWB Contracts Fully Surrendered by Benefit Maximums by Age Groups 6060 to 6465 to 6970 to 7475 to 7980 or olderCurrent Age of OwnerUnder 75%75% to <90%90% to <110%110% to <150%150% to <200%200% or more23 Key Takeaways from VA GLB Utilization StudyoVariable annuity GLB assets continue to make up a larger percentage of in-force businessoUtilization of guaranteed lifetime income riders (GLWB & GMIB) is driven by the need to take RMD soUse of systematic withdrawal program indicates the intention of utilizing the guarantee and are more likely to stay within the benefit maximum. oContracts exiting the CDSC period are more likely to surrender. oSurrenders are more likely from individuals under utilizing and over utilizing income rider Indexed AnnuityPolicyholder BehaviorBehavniorPreliminary Results Only26 About the FIA GLWB Owners Baby Boomers (52-70)44% of FIA GLWB buyers are leading edge Boomers, age 59 to 6862%IRA/Qualified ContractsAverage age of IRA buyers: 62; average age of NQ buyers: 6593%Benefit Base > Contract ValueAverage difference between CV and BB: $8,220 Average contract value: $95,762 Median contract value: $60,94068%GLWB Owners in 2013 -2015 Based on 2,391,182 contracts issued by 18 companies27 About the FIA non-GLWB Owners Baby Boomers (52-70)35% of FIA GLWB buyers are leading edge Boomers, age 59 to 6854%IRA/Qualified ContractsAverage age of IRA buyers: 60.
9 Average age of NQ buyers: 6457%Non-GLWB Owners in 2013 -2015 Based on 3,487,384 contracts issued by 18 companies28 Based on 2,391,182 contracts issued by 18 companiesIndexed annuity GLWB owner withdrawal behaviorPercentage of FIA GLWB Owners Taking Withdrawals in Analysis Year0%30%60%90%<505255586164677073767982 85 OR OLDER025,00050,00075,000100,000 Age of OwnerNumber of IRA OwnersPercent TakingWithdrawalsNumber of IRA Owners0%30%60%90%<5052555861646770737679 8285 OR OLDER025,00050,00075,000100,000 Age of OwnerNumber of NonqualifiedOwnersPercent TakingWithdrawalsNumber of IRA OwnersPercent of owners taking WD sPercent of owners taking WD s29 Based on 3,487,384 contracts issued by 18 companiesNon-GLWB owner withdrawal behaviorPercentage of FIA Non-GLWB Owners Taking Withdrawals in Analysis Year0%30%60%90%<505255586164677073767982 85 OR OLDER025,00050,00075,000100,000 Age of OwnerNumber of IRA OwnersPercent Taking Withdrawals0%30%60%90%<50525558616467707 376798285 OR OLDER025,00050,00075,000100,000 Age of OwnerNumber of NonqualifiedOwnersPercent TakingWithdrawalsNumber of IRA OwnersPercent of owners taking WD sNumber of IRA OwnersPercent of owners taking WD s30 Based on 2,391,182 contracts issued by 18 companiesGLWB owners withdrew income that was below or close to the maximum 75%, 33%75% to , 9%90% to , 18%110% to , 10%150% to , 14%200% or more, 16%FIA GLWB -Percent of Max Withdrawn, 2013-201531 Note.
10 Based on 2,391,169 GLWB contracts issued in 2015 or Rate by Year of Contract Issue FIA GLWB surrender GLWB SurrendersUnweightedWeighted by BOY Contract Value32 Note: Based on 2,576,038 Non-GLWB contracts issued in 2015 or Rate by Year of Contract Issue FIA Non-GLWB surrender Non-GLWB SurrendersUnweightedWeighted by BOY Contract Value33 Individual life InsuranceSurrender/ lapse and Premium Persistency Experience34 CompaniesMillionin contract exposurePercent of total UL and VUL face amount inforce in 2013*LIMRA/SOA Individual life lapse /Surrender/Premium Persistency Study 2009-2013 *LIMRA 2013 Individual life insurance Inforce Survey35 LIMRA/SOA Individual life lapse /Surrender/Premium Persistency Study Exposure Distribution by Product Type44%52%4%SGAccumOther31%32%3%3%16%15% UL SGUL AccumIUL SGIUL AccumVUL SGVUL Accum36 LIMRA/SOA Individual life lapse /Surrender/Premium Persistency Study Secondary Guarantee Product Exposure Distribution*LIMRA
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