








Various Contract Status Frequencies 
by Insured Age 



Outcomes of Lapse Analysis  
•  Using lapse analysis results for: 

–  Threatened contract identification and retention activities 

–  Product parameter modification to minimize lapse risk 

–  Individual salesperson's portfolio profiling  

•  Identification of outliers 

•  Geographical abnormalities 

–  Non-transparent behavior of the distribution channel 

•  Portfolio migrations 

•  Cancel-and-replace activities to gain compensations 

•  Organized fraud 

 



Portfolio Optimization Strategies 
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Backup 



Russian Insurance Market 

•  Improving acquisition cost and distribution network 
management turning into top priorities 

Source:	
  KPMG	
  Analysis	
  “The	
  Russian	
  insurance	
  market	
  in	
  2012:	
  The	
  quest	
  for	
  profitable	
  growth”	
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Agent channels generate a fair share of premium. 
The options for improving profi tability of 
this channel are however limited – lower 
commission, or face loss of business to 
competition prepared to entertain higher 
commission levels. 

20. Preferred methods of containing acquisition costs 
in 2012
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Optimising contractual relationships with intermediaries

Improving direct channels

Growing the tied agent network

Developing internet sales

 ● Insurers prefer maintaining relationships with 
proven distribution partners to developing direct 
distribution channels despite the markedly higher 
price paid for the former.

Source: KPMG analysis.

© 2012 ZAO KPMG, a company incorporated under the Laws of the Russian Federation, a subsidiary of KPMG Europe LLP, and a member fi rm of the KPMG network of independent member fi rms 
affi liated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 
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Exorbitant administration and acquisition 
costs place signifi cant pressure on 
business profi tability.

 ● Administration and acquisition costs are gradually 
returning to pre-crisis levels, while premium growth 
rates are milder than before the crisis. The resulting 
narrowing of the profi t corridor calls for even tougher 
management of non-claims expenditure. 

 ● The surge in acquisition costs is a result of 
intensifying competition, price wars between market 
leaders and the increase in the share of premium 
coming through the increasingly expensive banking 
channel.

17. Components of the bottom line to be optimised 
in 2011

18. Components of the bottom line to be optimised 
in 2012
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Source: KPMG analysis. Source: KPMG analysis.

© 2012 ZAO KPMG, a company incorporated under the Laws of the Russian Federation, a subsidiary of KPMG Europe LLP, and a member fi rm of the KPMG network of independent member fi rms 
affi liated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 



Insurance lapses represent major 
business issue  

•  35% of Life insurance policies typically lapse 
•  20% of Life insurance policies cancelled due to 

unpaid premium 

 

•  Lapses should be TOP business priority 

 



Reality behind insurance business 

•  Most conservative business segment 

•  Often run by “best practice” and “common wisdom” 

•  Advanced use of statistical tools, but mostly in 
product management/actuarial space, with little/no 
use in insurance sales and distribution 

•  Very little insight on deeper level – individual 
portfolio analysis, real sales/channel bottom line 
impact   



Typical Insurance Portfolio - Structure  

•  Dark Blue – life 
contracts 

•  Brown – lapsed 
contracts 

•  Yellow – contracts 
cancelled due to 
unpaid premiums 

•  Green - 
endowments 

•  Light Blue – other 



Limewood & Expertise 

•  Applied Big-data Solutions Start-up 

–  Targeting Insurance & Banking Sector with proprietary analytical 
Applications and Consulting Services solving critical business Pains 

–  Established by a Group of senior Executives (CEOs, COOs) and 
Visionaries 

•  Bridging the Gap between state-of-art Technology and business 
Know-how 

–  Identifying critical industry Pains and Pain Drivers 

–  Transforming the issues into analytical Tasks, Actions and Approaches 
leveraging Big-data Technology capabilities 

–  Building analytical Applications to overcome the Pain Drivers and to 
monitor them 
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