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Insurance ‘ripe’ for disruption

Historically, the insurance industry has 
lagged banking in terms of technological 
evolution. This phenomenon has been 
seen consistently across the globe, and 
Australia is no exception. As the banking 
sector matures, investors are increasingly 
seeking to disrupt other financial services 
industries and insurance is seen by 
many as the next great opportunity for 
investment.

There is compelling evidence to suggest 
that this disruption is already happening 
extensively abroad and on a much 
smaller scale, in Australia. 

Take for example the multinational 
research conducted by U.S. tech 
market intelligence specialists, CB 
Insights. At the start of 2015, there were 
approximately 300 start-ups worldwide 
engaging in disruptive technology. Now, 
there are well over 1,000. 

Deal activity in the insurtech space hit its 
highest annual total in 2016, according 
to CB Insights. In total, deals to insurtech 
start-ups rose 42% on a year-on-year 
basis in 2016. Total funding to insurance 
start-ups in 2016 hit $1.69 billion (USD), 
the second consecutive year investment 
dollars to the space topped $1 billion 
(USD). 
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Technology is disrupting and reshaping the life 
insurance industry globally  

– distribution, underwriting, products, claims –
no part of the value chain is left untouched.
Consumers’ needs are at the heart of these
evolutions, and insurers must adapt to their

expectations and re-think the consumer journey. 
Reinsurers can support insurers in simplifying 

the pathway to purchase and help them develop 
innovative, tech-driven propositions.

“
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Figure 1 provides some important 
geographical insights. In 2016, 59% 
of insurtech deals went to U.S.-
headquartered start-ups, however the 
remaining 41% of deal activity was 
dispersed among a set of culturally 
diverse countries, with no other country 
comprising more of 6% of deal activity. 
Importantly, Australia comprised of 
1% of deal activity, suggesting that 
while investment is starting to happen, 
insurtech in Australia is still in its infancy. 

As seen in Figure 2, insurtech 
developments have already started 
penetrating the three primary business 
lines. The property and casualty (P&C) 
sector has seen the most significant 
investment to date. This is largely due to 
the prevalence of telematics/telemetry, 
with the main applications being 
connected cars, and health and home 
monitoring. Life insurance is lagging 
P&C and Health in every part of the value 
chain. 
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Figure 1: Insurance Tech Deals by Geography 2016
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Source: CB Insights, January 2017

Figure 2: Where Insurtechs Are Focusing

Source: McKinsey Panorama Insurtech Database
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Australia: A land of opportunity 
and hurdles

Insurtech start-ups, despite being in an 
early period of existence in Australia, 
have the potential to generate value 
across all business functions and may 
change the nature of how some insurers 
run their business entirely. The impact 
of start-ups will vary depending on their 
respective strategies. While the majority 
see opportunity in launching product 
solutions that are likely to disrupt our 
industry, there are many insurtechs 
that can offer tangible benefits to our 
industry through enabling technologies 
that significantly improve customer 
experience. 

If history is anything to go by, insurers are 
unlikely to respond consistently to the 
opportunities presented by the current 
market evolutions. Insurers who have 
the ability to move quickly and embrace 
the emerging technologies will be well 
placed for future growth. Those who 
do not are likely to find it increasingly 
challenging to remain competitive. 
Suffice to say we are at a very important 
crossroads; however, there are many 
competing demands that perhaps make 
digital innovation a lower priority than it 
should be. 

There are several reasons why the 
Australian insurance industry has been 
slower to promote digital innovation 
compared to similar markets in the 
U.S. or Europe. A major contributing 
factor is the at-times onerous legacy 
operational systems of established 
insurers, which make it very difficult to 
collect and analyse significant quantities 
of structured and unstructured data. 
Whilst the recent Guidance Note 33, best 
practice for group insurance data, is likely 
go some way toward improving data 
consistency for life insurers, technology 
solutions are likely to be the critical link 

to create the efficiencies that enables 
compliance.

A second major challenge for embracing 
insurtech in Australia is the complex 
and ever-changing nature of the 
local regulatory environment. The life 
insurance industry in Australia has faced 
considerable scrutiny with reviews being 
undertaken by ASIC, APRA and the PJC. 
Understandably this is taking a large 
majority of leadership time and focus, 
while in many instances, forcing digital 
evolution to take a back seat. 

It is becoming clear that insurers who 
dedicate resources toward exploring new 
innovations and technology partnerships 
will enjoy a competitive advantage as 
the market continues to evolve. As a 
society, we are increasingly becoming an 
‘always-connected’ population, therefore 
insurers must seriously consider digital 
investments in order to offer enhanced 
customer-centric products and services. It 
is imperative for consumers’ needs to be 
at the centre of any digital evolution. 

Ultimately, insurtech will impact the 
business models of current insurers and 
prospective entrants to the market. 
Some may see insurtech as just another 
buzzword, and consider start-ups to 
be an unwelcome disruption to the 
traditional risk-pooling model. However, 
there are also those who will see it as 
a great enabler for creating a more 
seamless and connected experience 
for customers. Our response to these 
opportunities will shape our future, and 
those who respond first will be best 
placed to capitalise.

By the Numbers… 

Data
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When considering the scale of the 
overall insurance industry, it is easy 
to contemplate why so many see 
our industry as ripe for disruption. At 
the end of 2015*, Global insurance 
premiums in US dollar terms were 
estimated to be approximately: 

(In Trillions of US Premium Dollars)

$2.5
Global Life 
Insurance

$1.4
Global Non-Life

$1.2
Global  

Accident & Health

*Source: Axco Global Statistics
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