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Gen Re is pleased to present the 2019 U.S. Individual Disability Market Survey results.

This annual benchmarking survey covers Non-Cancelable (Non-Can), Guaranteed
Renewable (GR), Buy-Sell and Guaranteed Standard Issue (GSI) product lines for 2018

and 2019. Sixteen carriers participated in the survey representing $4.9 billion of in-force
premium. Of those companies, 15 reported Non-Can results, 13 GR results and seven
reported on their Buy-Sell product. Eight companies reported Non-Can GSlI results and four
companies reported GR GSl results.

Growth calculations for 2018 to 2019 are based upon those companies providing survey
data for both years and include any adjustments made to the 2018 reported data.



EXECUTIVE SUMMARY

Market Growth — In-force Business

Total in-force premium (Non-Cancelable, Guaranteed Renewable and Buy-Sell combined) was flat; up less
than 1% in 2019. Non-Can was level at 0.6%, GR increased 1.9%, while Buy-Sell results were negative for
the 11th consecutive year at -2.6%. (Exhibit A)

Exhibit A. In-force Premium Growth Rate Trends
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Participants reported a combined total of 3 million policies with $4.9 billion of in-force premium.
Non-Can accounted for nearly $4.2 billion or 85% of total in-force business. Guaranteed Renewable
accounted for $664.5 million or about 14%, and Buy-Sell accounted for the remainder. (Exhibit B)

Exhibit B. 2019 In-force Business by Product

m Non-Cancelable m Guaranteed Renewable B Buy-Sell

1.2% 0.7%

Premium In-force Policies In-force Benefit Amounts In-force
Totaled $4.9 Billion Totaled 3,022,604 Totaled $19.5 Billion

Note: Exhibits may not total 100% due to rounding.
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EXECUTIVE SUMMARY

Market Growth — New Business

Total new sales premium growth was also flat at 0.7% to $426.3 million. Non-Can sales premium was
up 1.7%, while GR sales were down, decreasing nearly 4%. Buy-Sell sales were level at 0.4%. Participants
reported almost 276,000 new policies, a decline of nearly 6% from 293,000 reported for 2018.

(Exhibits C, D & E)

Exhibit C. Sales Premium Growth Rate Trends
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Exhibit D. 2019 New Business by Product

m Non-Cancelable m Guaranteed Renewable B Buy-Sell

1.0% 0.4%

New Business Premium New Policies Benefit Amounts
Totaled $426.3 Million Totaled 275,599 Totaled $1.7 Billion

Note: Exhibits may not total 100% due to rounding.

Exhibit E. Percentage Change in Policies and Benefit Amounts

i
Total Policies Total Benefit Amount
The number of new
policies issued declined

2015 0.0% 6.3% 1.1% 4.4% 5.9% and benefit
2016 0.0% 10.8% 1.5% 1.8% amounts declined 7%.
In-force results for both
2017 0.8% 9.6% 1.3% 12.3% policies and benefit
2018 0.9% 13.0% 1.6% 7.8% amounts were fairly
2019 1.1% 5.9% 1.2% 7.0% levelin 2019.
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EXECUTIVE SUMMARY

Market Growth — Guaranteed Standard Issue Business

For companies that reported data for both years, total GSI in-force premium (Non-Can and GR combined)
grew to nearly $390 million or 3.6% over 2018. Total new sales premium increased 6.6% to $54.4 million.
(Exhibit F)

Exhibit F. Guaranteed Standard Issue Premium Growth Rate Trends
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Of the total GSI premium in-force, employer-paid accounted for $158 million or 40.5% and employee-paid
accounted for $231.8 million. In-force policies totaled 239,232, with employee-paid policies accounting for
146,167 or 61%. (Exhibit G)

Exhibit G. Percentage of Employer- and Employee-Paid GSI, 2019 )
o)
m Employer-Paid GSI ~ m Employee-Paid GSI Non-Can GSl represents
98% of the total
GSl sales and in-force

premium.

GSI Premium In-force GSI New Sales Premium
Totaled $389.7 Million Totaled $54.4 Million
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SURVEY RESULTS NON-CANCELABLE

Non-Cancelable — In-force Business

Participating companies reported $4.1 billion of Non-Cancelable in-force premium. Disability Income (DI)
represented $3.9 billion or 95.6% and Overhead Expense (OE) accounted for the remainder. (Exhibit H)

Exhibit H. Non-Cancelable In-force Premium by Policy Type and Occupational Class -

Millions ¢
Medical occupations
$2,000 - accounted for 49% of
Disability Income and
$1,500 A 76% of Overhead
Expense Non-Can
$1,000 - in-force premium.
$500 -
$0 -
Medical 4A & Above 3A 2A & Below
m Disability Income | $1,923,652,495 | $1,602,827,207 $256,041,473 $131,257,303
m Overhead Expense $135,950,903 $33,747,799 $4,805,321 $5,011,069
Total $2,059,603,398 ($1,636,575,006 | $260,846,794 $136,268,372

Participants reported 2.2 million Non-Can policies in-force; a decline of about 43,000 or 1.9%. DI policies
accounted for 2.1 million or 96%. (Exhibit I) Although all occupational categories showed a decrease, the
3A class was hit the hardest, falling 9%.

Exhibit I. Percentage of Non-Can In-force Policies by Type and Occupational Class ----

m Medical m4A & Above m3A m 2A & Below ¢
Medical occupations
6% accounted for 38% of DI

policies in-force and
61% of OE policies.

Total Non-Can Disability Overhead
In-force Income Expense

Note: Exhibits may not total 100% due to rounding.
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SURVEY RESULTS NON-CANCELABLE

Non-Cancelable — New Business

Participating companies reported $341.0 million of Non-Cancelable new sales premium. DI represented
$329.6 million or 97% and OE accounted for the remainder. (Exhibit J)

Exhibit J. Non-Cancelable Sales Premium by Policy Type and Occupational Class ------

Millions
$160 - Medical and 4A & Above
occupations accounted
$120 - for 92% of Non-.Can new
sales premium.
$80 -
$40 -
— S s
$0 - -
Medical 4A & Above 3A 2A & Below
m Disability Income $157,216,567 $146,739,771 $13,126,829 $12,537,910
m Overhead Expense $8,029,444 $2,580,415 $294,631 $478,793
Total $165,246,011 $149,320,186 $13,421,460 $13,016,703

Participants issued 159,914 new Non-Can policies; a decline of 4.1% or nearly 7,000 less than for 2018.
DI policies accounted for about 155,000 or 97%. Overall, the 3A and 2A & Below categories fell the
sharpest at 15% and 25%, respectively. (Exhibit K)

Exhibit K. Percentage of New Non-Can Policies by Type and Occupational Class -------

m Medical m4A & Above m3A m 2A & Below
Medical and 4A & Above
occupations accounted
for 87% of new DI
policies and 91%
of OE policies.

8% 7%
ot 2%

Total Non-Can Disability Overhead
New Policies Income Expense

Note: Exhibits may not total 100% due to rounding.
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SURVEY RESULTS NON-CANCELABLE

Non-Cancelable — Guaranteed Standard Issue

For 2019, eight companies reported $382.3 million of Non-Can GSlI in-force premium; an increase of 3.7%
over 2018. Premium from Medical occupations increased 10.7% to $118.5 million, while premium from the
4A & Above occupations, which accounts for 66% of the total, increased 1.2% to $252.8. (Exhibit L)

Exhibit L. Non-Can GSI In-force Premium

B Employer-Paid  m Employee-Paid ¢
Employer-paid business
$150 4 $252,805,354 represented $152.9
million or 40% and
$120 A employee-paid business
« accounted for $229.3
c
2 $90 | $118,547,944 million or 60% of
s Non-Can GSl in-force.
$60 -
$30 -
$9,437,106 47,481,623
$0 - —
Medical 4A & Above 3A 2A & Below
B Employer-Paid $35,961,072 $113,966,144 $2,586,844 $423,536
¥ Employee-Paid $82,586,872 $138,839,210 $6,850,262 $1,058,087

Non-Can GSl sales premium grew 7.1% to $53.4 million. Premium from employer-paid business increased
nearly 25%, while employee-paid premium declined 8%. Overall, the Medical and 4A & Above occupations
accounted for 98% or $52.3 million of Non-Can GSI new sales premium. Employee-paid premium
represented 65.4% or $11.2 million of the total Medical sales premium. (Exhibit M)

Exhibit M. Non-Can GSI Sales Premium

m Employer-Paid  m Employee-Paid ¢
Employer-paid premium
$24 4 $35,194,530 represented $28.6
$20 million or 54% and
employee-paid
., $16 4 accounted for $24.8
.5 §12 $17,155,114 million or 46% of total
E Non-Can GSl sales.
$8 -
$4 -
$915,252 $173,735
$0 -
Medical 4A & Above 3A 2A & Below
¥ Employer-Paid $5,935,473 $22,184,795 $442,274 $68,543
 Employee-Paid $11,219,641 $13,009,735 $472,978 $105,192

New GSlI policies increased 8.8%. Employer-paid policies grew over 30% to 15,729, while employee-paid
policies fell more than 10% to 12,228.
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SURVEY RESULTS GUARANTEED RENEWABLE

Guaranteed Renewable — In-force Business

Participating companies reported $664.5 million of Guaranteed Renewable (GR) in-force premium;
Disability Income accounted for $659.2 million or 99%. (Exhibit N)

Exhibit N. GR In-force Premium by Policy Type and Occupational Class ---------------------

Millions ¢
$300 - 4A & Above occupations
accounted for 44% of
$250 1 GR in-force premium.
$200 -
$150 -
$100 -
$50 - -
$C
Medical 4A & Above 3A 2A & Below
¥ Disability Income $163,510,337 $290,331,267 $70,352,626 $134,951,219
m Overhead Expense $1,268,942 $1,214,463 $1,121,373 $1,663,461
Total $164,779,279 $291,545,730 $71,473,999 $136,614,680

Participants reported nearly 759,000 GR policies in-force; up 1.6% over 2018. DI policies accounted for
752,000. For Overhead Expense policies, all occupational categories saw a decline ranging from 2% to 5%.
(Exhibit O)

Exhibit O. Percentage of GR In-force Policies by Type and Occupational Class ------------ |

® Medical m 4A & Above m3A H 2A & Below

4A & Above occupations
accounted for 48.4% of
DI policies and 25.7%
of OE policies in-force.

Total GR Disability Overhead
In-force Policies Income Expense

Note: Exhibits may not total 100% due to rounding.
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SURVEY RESULTS GUARANTEED RENEWABLE

Guaranteed Renewable — New Business

Participating companies reported $71.7 million of GR new sales premium, a decline of 3.8% over 2018.
DI represented $71.5 million or 99.7%. (Exhibit P) Overhead Expense premium fell 22.8% to $247,121.

Exhibit P. GR Sales Premium by Policy Type and Occupational Class

Millions ¢
$35 - 4A & Above occupations
$30 - represented 45.3% of
GR new sales premium.
$25
$20 -
$15
$10 -
$5 A
o | .
Medical 4A & Above 3A 2A & Below
E Disability Income $17,363,187 $32,483,730 $5,018,525 $16,635,765
B Overhead Expense $69,824 $49,742 $70,080 $57,473
Total $17,433,011 $32,533,472 $5,088,605 $16,693,238

Participants issued 110,534 new GR policies in 2019; a decline of nearly 9% over 2018. DI policies
accounted for nearly all at 110,295. 4A & Above policies accounted for 51,187 or 46.3% of the total.
(Exhibit Q)

Exhibit Q. Percentage of New GR Policies by Type and Occupational Class ---------------

® Medical m 4A & Above m3A m 2A & Below

Regardless of whether

the policies were DI or
OE, all occupational
categories showed a

decline in the number

of new policies issued.

Total GR Disability Overhead
New Policies Income Expense

Note: Exhibits may not total 100% due to rounding.
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SURVEY RESULTS GUARANTEED RENEWABLE

Guaranteed Renewable — Guaranteed Standard Issue

Four companies reported almost $7.5 million of Guaranteed Renewable GSl in-force premium for 2019;
slightly less (-0.4%) than 2018 results. Employer-paid premium represented 67.6% or $5.0 million and
employee-paid accounted for 32.4% or $2.4 million. (Exhibit R)

Exhibit R. GR GSI In-force Premium

¢
m Employer-Paid  ®m Employee-Paid
$5 - Premium from
$5,031,613 employer-paid business
$4 - fell 1.8%, while
employee-paid premium
2 3 4 increased 2.5% in 2019.
=
= $2
$1,163,570
$1 1 $779,382
- $490,706
$0 _L_ _ RS
Medical 4A & Above 3A 2A & Below
¥ Employer-Paid $567,036 $4,099,029 $151,651 $226,961
¥ Employee-Paid $212,346 $932,584 $1,011,919 $263,745

After a decline of 23% in 2018, GR GSl sales premium fell 14% to under $1 million in 2019. Employer-paid
business accounted for 70.9% or $658,739 and employee-paid represented 29.1% or $271,007. (Exhibit S)

Exhibit S. GR GSI Sales Premium

m Employer-Paid ®m Employee-Paid ¢
$600 _ $742,280 The 4A & Above
occupations accounted
$500 - for 79.8% or $742,280
. with the employer-paid
e $400 business accounting for
[45]
§ $300 | 76.6% or $568,405.
ey
" $200 -
$100 1 $50,210 $81,047 $56,209
PR — s S
Medical 4A & Above 3A 2A & Below
¥ Employer-Paid $9,597 $568,405 $48,355 $32,382
 Employee-Paid $40,613 $173,875 $32,692 $23,827

The number of new GSlI policies issued fell nearly 16%; from 1,231 in 2018 to 1,037 in 2019. Employer-
and employee-paid policies declined 5.7% and 27.2%, respectively.
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SURVEY RESULTS BUY-SELL

Buy-Sell — New and In-force Business
Buy-Sell in-force premium has been trending downward for more than a decade, and in 2019 premium

declined 2.6% to $56.5 million. After falling 3.1% in 2018, participating companies reported a slight uptick
(0.4%) in new sales premium to more than $4.1 million. (Exhibit T)

Exhibit T. Buy-Sell Premium Growth Rate Trends
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The number of Buy-Sell policies in-force fell to 20,004; a decline of 7.2 % compared to 2018. In-force
policies have also been on the decline since 2005, when we reported a high of nearly 40,000 Buy-Sell
policies in-force. (Exhibit U)

Participants issued 1,159

Exhibit U. Buy-Sell Policy Growth Rate Trends --------==-====-==-o-mon-- @ new Buy-Sell policies;
a decline of 6.3%
e Salles In-force
6% - compared to 2018.
O% T /A\ T T /A T T 1
N \\ -6.3%
-7.2%
-12% ~
-18% ~
-24% -
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The slowdown of the Individual Disability market continued in 2019. Overall, new sales business and total
in-force business was flat across the industry at $426 million and $4.9 billion, respectively. There was marginal
growth with new Non-Can sales up 1.9%; however, this was offset by a drop in new GR sales of 3.8%.

Although the industry was flat overall, 50% of responding companies (8) reported their 2019 sales goals
exceeded their stated 2019 goal. Of the remaining eight companies, three reported meeting their goals.

Many companies that reported exceeding their sales goals stated strong GSl results was the driving factor.
Even with a flat market, most companies continue to experience positive results. Almost 90% of the companies
responding to our survey stated their 2019 claims experience either met or exceeded their plan.

As mentioned above, the GSI market did experience healthy growth in 2019 after declining nearly 10% in
2018. Overall GSl sales were up 6.6% with new premium of $54.4 million. Employer-paid business accounted
for 54% of this new premium which is a slight change over the past few years when employee-paid made up
more than 50% of the new business sold.

In addition to the numbers, we continue to ask participants their thoughts on the industry and what some of
the opportunities and challenges may be in the future. Distribution is a topic that continues to be at the top
of the list for most companies and this year we heard both pros and cons. Several carriers that exceeded their
2019 sales plans listed strong and new distribution as a contributing factor. On the other hand, a few carriers
that met or did not meet their 2019 expectations listed not having enough qualified distribution to sell their
product. This is certainly a recurring theme that continues to be top of mind for all carriers when asked about
their concerns for the industry. We also heard from carriers and their concerns about lack of market diversity
and the aggressive underwriting guidelines that carriers continue to push. These are certainly all topics that
Gen Re will continue to follow within the industry.

As of the publication of this report, we are in the midst of the COVID-19 crisis, so it is difficult to tell what
impact this will have on the Individual Disability market in 2020 and beyond. The 2019 results do show that
the business continues to provide positive results for most carriers. However, these positive results come with
some areas of concern. This is going to be an interesting year for all insurance carriers, regardless of product.
Gen Re will be here to help support the industry however we can.



Gen Re, a Berkshire Hathaway Company, is one of the leading Life/Health and
Property/Casualty reinsurers in the world. Our North American Life and Health
reinsurance company, General Re Life Corporation, has superior financial strength
ratings among Life and Health reinsurers.

A.M. Best Standard & Poor’s Moody’s

Through our research, we offer valuable information and insights to our clients about
their markets. We deliver customized reinsurance programs and risk management
solutions for the following lines of business:
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Disability Income and AD&D Supplement
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Gen Re has produced this comprehensive report for the exclusive use of the participating companies. No part may be shared with other organizations, redistributed, reproduced or
reprinted in whole or in part without Gen Re’s written permission. The information contained in this report has been gathered from participating companies. Gen Re takes great care to
check and verify the data provided, but makes no representation as to the accuracy of information submitted by participating companies.
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