Lzipse Experlence of
Inclivicual Life Insurance
Products in the U.S.
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Major Types of Life Ins

[arm Insurarnce

Casrn-Value insurance




Term Insurance

B Deain peneflt coverage for a sopecific ‘
terrn of trmne

E Only valid It ine Insured dies during
ine terrn of coverage

t expensive form of insuraric N\
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Tyoes of Terrmn Insurarnce

B Heneweanle terrm insurance
B Heentry” term Insurarice

B Decreasing terrn Insurarnce
B Converiiole term Insurarce




B Provides a ceatn genaflt and ar

O0OOrtLNItY 10 2cC

B Provides ¢

Irnulaite savings
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oermanent insurarc
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E \\/nole [iIfe insurarnce — for tnose wno rieed
permanerni life insurance proteciorn

B Unlversal lIfe Insurance — for tnose wro
welrli a flexiole policy that cormnplines terrm

orotecilon and teu-ceferred savings

B \araole Umversall

fnose wno warnt to t
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2xperlernce for d]rr
oroducts
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Mt JJre Insurearce




LIfe |In

Policy Terrns

Prermiurn —ine cosi of the policy

Face value — tne penefi due Loorn dezir)
ExposuUre-Measure of vulnera omr/ o loss, usually
exoressed in dollars or units. Total orincipal and inierest
opligaiions currently outsiancling Imrler orh cles o daie
Lapse-Tne termination of 20 golicy pecause of the failure

of the Insured to pay the renewel prerniur.

Lapse Rates — |t is the railo of the nurmber of life \
Contracis tnei 'me e lapsed verrJJm a specified period of
tirne to tne numoer In force at tne peginning of tne. ~—__
oeriod
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Matnernatically spearing.....

Annuelized Lapse Rate = Armount lapsing during the vear

Arnourni exposed to lapse

Terminaiions due to deain, disanility, exo]r/ frztiLirity or
converslon are not mcludecl I
coniripute exposure for tne fr
In force.,
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Wriy Lapse Rates are [rmporiari

E VWnen policies lapgse pefore enolgr ‘
premiurmn payments are ace to cover

early policy expenses, ine compsany
must meake up inis loss 1 "
remaining polic / olders. Therefore, ine

lapse rate will affect ine cost of ine \
oolicy.,
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Metnocdology

Thirteen cormpanies paricipatied in ine siucy ‘

Twelve companies provided wnole life and terrr)
[Ife cdata, nine oroerIed UL and four provided
VUL clatal

Perforrmed data cleaning

sarnpling

Lapse rates wers exarmined separaiely for wrnole \
T

errn, universal life, and Vclﬂle]c‘ Liniversel
products, :
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Dziizt Cleaning: Reforrnatiirg

Convert cata Into a starncdeard SAS dataset ‘
(e.g. .sas7odat)

Unifled date forrat
Missing values \

Binary to nurneric daia
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E Ve want to transform ell dat
sarne forrmeat internally
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B Sorme sysiems accept dates in mary
forrneiis
— 2., “Sep 24, 2003", 9/24]03, 24.09.03, sic
B Dates were iransformed iniernally o a \
riclard value Reoresentng (7 (MIMBD_
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Cleaning Exarnple: Missing
Values ‘

E Vlissing daia can apoear In several forms:

<ernpty fleld= *0" *" #999" *NA" ..
E Siandardize missing value code(s) \
\\
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Dziizl Clea mru Earnple:
Conversion: Blnary to Nurneric {
B Binary flelds ‘

— E.¢. Gender=M, F

B Converito Fleld O L witn O, 1L values

—e.¢. Gender = Cender 0 1=0

— GCender=F Cencder 0 1 =1 \
Wrny?7 1 to pe aple to use *>" and < —
cormparisons on tnese fields)




Sarmnpling

B Policy level sarnples were created for individuzl ‘
cormpanies py Sirailfled Simple Randorn
Sarmoling

- Neyrmean's optirnel allocaiion

- Bowley's proporiional allocatior)
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Prooorilonal Straiifled Sarnpling

(\

B Apply wren straturn are not ecuzl in size ‘
E Advarniage:

— Guaraniees equzl representation of each

stratirn,
B Disaclvaniace
— Need to nave Inforratior aoout ine \
oooulation
\\
I




Anelysis of UL Pol]
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Anelysis cont...




Anelysis cont...
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