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Zurich’s Select term
Most advisers would agree that life insurance can be a tough sell, but a new product  
called Select term promises to change that by providing cover in bite size chunks.  
MIchelle BaltaZar asks Zurich’s head of life risk, andrew McKee, how it works.

l ife is not a box of chocolates, 
as movie character Forrest 

Gump would have you believe. 
But it is a box full of surprises, 
some good, some bad. 

That’s when life insurance 
comes in, the blanket term refer-
ring to insurance cover for the 
unwelcome surprises like losing 
a job, losing a family member or 
being diagnosed with an illness 
that means you can’t work for 
short or long periods of time.

Yet no matter how likely all 
these things could happen, many 
people still refuse to take life 
insurance for three reasons: cost, 
some level of denial and finally, 
many think they are paying too 
much for too little.

To the industry’s credit, life 
insurance players have  responded 
and come a long way in recent 
years. Life insurance providers 
are steadily developing new prod-
ucts and tailoring new services to 
stay relevant to the changes hap-
pening in society – from rising 
average incomes to the better 
healthcare now available, people 
living longer and adopting a dif-
ferent lifestyle to those from a 
generation ago. They have also 
adjusted their pricing.

Zurich has, however, now 
raised the bar a notch higher 

through its new product called 
Select Term. It is essentially a 
life and terminal illness insur-
ance product that pays a lump 
sum within set terms of five, 10 
and 15 years. This is a departure 
from the conventional method of 
underwriting insurance for the 
client over their entire lifetime.

It’s through this “minor” tweak 
of setting the insurance terms in 
discrete periods that sets in motion 
a more flexible and cost-effective 
way to offer insurance.

“Because we’re only under-
writing for a limited period, the 
product would often be cheaper 
than other products available in 
the market,” said Zurich’s head 
of life risk Andrew McKee.

“In the retail space at the 
moment, the market is underwrit-
ing effectively for contracts as if a 
client will be in that contract for the 
rest of their life. But if you know 
they’re not going to be, then it’s an 
easier underwriting decision.”

To illustrate, McKee said an 
adviser might recommend a 35-
year old client to take a 10-year 
Select Term contract. “To under-
write a 35 year old for 10 years, 
there are certain conditions that 
you don’t have to think about 
because they come later in life,” 
he said.

You do the numbers and the 
outcome is just as good. For a 44 
year old male with $1 million life 
cover on a 10 year Select Term, 
the cost of getting the insurance is 
12 per cent less over the life of the 
contract over 10 years (using a 
stepped premium) and 25 per cent 
cheaper than the level premium 
currently available, said McKee.

Insurance that matches  
people’s life cycles
Developing Select Term took 
nine months of work and consul-
tation with advisers but McKee 
said it all revolved around mak-
ing it easier for advisers to offer 
insurance by being flexible 
enough to give clients the limited 
cover they need. 

The product is suited for 
young families, individuals in 
their 30s to 50s who need a safety 
net for their income, businesses 
or for school expenses.

“This is designed for some-
one who might only need a cer-
tain amount of cover for a cer-
tain number of years. Another 
example perhaps is you might 
need some insurance just to 
cover your kids’ education.”

“If the kids are around 10, 12 
or 13 years old then their educa-
tion needs are roughly 10 years. 
You don’t need insurance cover 
after that.”

“It is around ‘what are their 
reasons for having insurance?’ 
and how long do they need the 
insurance to be in place to cover 
those reasons?”

While Select Term is a fairly 
new concept locally, it’s been 
available in the US and the UK 
for a while. “Similar products are 
sold overseas, so in terms of the 
global markets, they’re not par-
ticularly unusual. In terms of the 
Australian market, they are. To 
be honest, I’m not sure why it 
hasn’t been done before. We 
think it really does allow advisers 
with greater flexibility and 
choice,” said McKee.

cover for no cover
Where Select Term’s discrete 
five, 10 and 15 year cover also 
become compelling is when you 
look at the segment of the popu-
lation who would either fail the 
initial underwriting phase due 
to a pre-existing illness or have 
to pay a higher premium for it. 

By contrast, they can get the 
cover at potentially a lower rate 
if they chose a certain time 
period rather than insurance 
over their lifetime.

“It’s for adviser clients who 
have impaired lives or those 
with sub-standard risk that 
might struggle otherwise to get 
insurance, due to an existing ill-
ness,” said McKee.

Perhaps more important is 
that the product is targeted at 
reducing underinsurance by tap-
ping into consumer segments 
that have been effectively priced 
out of the market. The cost of get-
ting insurance over five years 
would certainly be lower than 
insurance over their lifetime. It 
can also be thought of as a “try 
before you buy” model until peo-
ple become accustomed to pay-
ing for life insurance the way 
they get their annual car insur-
ance paid (which is compulsory).

Solving underinsurance  
one step at a time
It’s not that Australians don’t 
have a basic understanding of 
life insurance. It’s just that they 
don’t seem to know enough or 
care enough to pay for it. Accord-
ing to research commissioned by 
the Investment and Financial 

Services Association (IFSA) in 
2006, only 30 per cent of people 
in small business have income 
cover, leaving a majority 70 per 
cent at risk of becoming debt-rid-
den if they lose their job or suffer 
from illness.

In a similar survey commis-
sioned in 2005, IFSA found that 
there was a gap of $1.37 billion 
between the level of life insur-
ance cover held by Australian 
families and the level of cover 
they need. It is against the back-
drop of those statistics that Zurich 
has introduced Select Term. 

McKee said they spotted the 
gap in the market where exist-
ing products are not fulfilling the 
real needs of individuals – the 
seven out of 10 who are more 
likely to take up a shorter term 
type insurance.

As an added assurance, 
Zurich is fixing the premium rate 
for five years, a move that McKee 
claims is unique in the market, 
so the adviser doesn’t have to 
make a call to the client about 
additional insurance costs.

So life is not a box of choco-
lates. But to borrow another For-
rest Gump quote, “you never 
know what you’re gonna 
get”and that’s what life insur-
ance is all about. n

what is Select term?
Pays a lump sum on death or terminal illness of the life insured 
within set terms of five,10 or 15 years.

Ideal for:
n  Business segment – loans.
n  Young families age 30 – 50 
 –  with debt (personal loans, mortgages)
 –  education needs for their children.
n  Sub-standard risks.
n  Singles with children.
n  Pre-retirees.

why advisers should consider Select term
n  Potentially 12 per cent to 25 per cent cheaper compared  

to existing products. 
n  Client retention because there are no premium hikes.
n  Flexibility in product offering – being able to match product  

to client needs.
n  Ability to offer alternative terms (five, 10, 15 years) – higher 

number of clients are offered cover.
n  Because of set time periods, the offer can be made to impaired 

lives, providing insurance for more Australians.
n  Available electronically via Appcentral.

“It is around ‘what are their reasons for 
having insurance?’ and how long do they 
need the insurance to be in place to cover 
those reasons?” — andrew McKee


