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Introduction 
Genetic test results have long been used in Australia in the assessment of life insurance applications. Over this 
time whether or not insurers should have the right to ask for and use genetic test results has been a highly 
contentious issue. In this paper, I will review the current guidelines around the use of genetic test results and 
the changes that came into effect on 1 July 2019, as well as what our overseas counterparts do, and 
outline various arguments for and against the use of genetic test results.   

What is a genetic test? 
A genetic test identifies changes in chromosomes, genes or proteins and can confirm or rule out a suspected 
genetic condition or help determine a person’s chances of developing or passing on a genetic disorder.1 To 
remove any confusion for the public, the Financial Services Council specify that for life insurance purposes this 
does not include any non-genetic medical tests (for example, blood or urine tests for proteins, cholesterol, liver 
function or diabetes), even if they are to test for a condition that may have a genetic origin2. 

There are two type of genetic testing:3  
 Diagnostic genetic tests - these confirm or rule out a diagnosis based on existing symptoms, signs or

abnormal non-genetic results which indicate that the condition in question may be present.
 Predictive genetic tests – these predict a future risk of disease in individuals without any symptoms of a

genetic disorder.

Historically genetic testing tended to be done only on selected genes for monogenic conditions, however in 
recent years it has become possible to affordably and quickly sequence the whole genome. In 2017, whole 
genome sequencing could be done in a couple of weeks for a cost of around US$1,000, down from around 
US$100,000,000 in 2011, and it is only expected to get cheaper and faster in future.4 As a result, many 
companies, such as Veritas5 and 23andMe6, have sprung up offering direct-to-consumer testing. 

Do other countries allow the use of genetic test results? 
Many countries prohibit or restrict the usage of genetic test results in the life insurance industry: 
 Canadian life insurers do not require disclosure of genetic tests results under certain sums insured. 7
 British life insurers do not require disclosure of predictive genetic tests results for sums insured under

£500,000 life, £300,000 critical illness and £30,000 per annum income protection. The only predictive
genetic test result that can be used over these limits is for Huntington’s disease and that can only be used
for life cover (and no other covers).8 Note that this only relates to predictive tests and not diagnostic
tests.

 Austrian life insurers only require disclosure of genetic tests that are used in the diagnosis of existing
disease, for steering or optimisation of a therapy or assessment of prognosis.9

 Numerous countries explicitly prohibit the use of genetic test results by life insurers including Argentina,
Belgium, Bulgaria, Denmark, Estonia, France, Iceland, Ireland, Israel, Lithuania, Luxembourg, the
Netherlands, Portugal and Sweden.10

Other countries, such as China, Japan, India and Singapore allow the industry to self-regulate, though it is 
expected that Singapore will introduce a moratorium in the future.11 

What does Australia currently do? 
The industry follows the FSC Standard 11 Genetic Testing Policy, though this is soon to change. 

1 US National Library of Medicine, What is Genetic Testing? (28 May 2019) <https://ghr.nlm.nih.gov/primer/testing/genetictesting>  
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Standard 11, as it currently stands, includes the following provisions:12 
 Members should not initiate any genetic tests on applicants for insurance. 
 Members may ask applicants to provide existing genetic test results for the purposes of risk classification. 
 Members should not ask applicants to provide genetic test results for the purposes of risk classification in 

circumstances where an applicant’s genetic test results were used solely for the purpose of a medical 
research study conducted by an accredited university or medical research institution where: 
 The test results are not known by an applicant and will not be provided to the applicant, or 
 The applicant has specifically requested no to receive the results. 

 When assessing the cumulative risk associated with an applicant’s genetic test result, members should 
consider the potentially-beneficial effects of medical screening, early diagnosis and treatment on an 
applicant’s long-term health outlook. 

 
What is changing on 1 July 2019? 
The FSC are issuing an FSC Standard which will be a Moratorium on Genetic Test in Life Insurance and will take 
effect from 1 July 2019.  
 
The moratorium will encompass the following:13 
 As part of the application process for the benefits listed below, life insurers may only ask for or use the 

results of a previously taken genetic test if the total amounts of cover for the applicant, including both the 
cover being applied for and any existing individual and group insurance cover with all life insurers in 
aggregate, is more than the following: 
 $500,000 of lump sum death cover 
 $500,000 of TPD cover 
 $200,000 of critical illness cover 
 $4,000 a month of income protection or salary continuance cover 

 Where an applicant’s total amount of cover exceeds one of the limits above, a life insurer may ask for and 
use the result of a previously taken, planned or considered genetic test when assessing the full amount of 
cover being applied for across all types (except where the genetic tests were undertaken as part of 
medical research where the results will not be provided to the individual). 

 Life insurers will take the following into account as part of the underwriting assessment: 
 A favourable genetic test result an applicant chooses to disclose, for example, to show that they are 

not carrying a gene pattern associated with developing an illness that runs in their family 
 Preventative treatment, or adherence to preventative measure, which reduce the possibility of 

developing an illness that runs in the family 
 
Arguments for using genetic testing 
The main two arguments for the continued use of genetic test results by life insurers are: 
 To allow for accurate risk classification and actuarial fairness 
 To allow the industry to embrace genomics and improve customer engagement  
 
Risk classification and actuarial fairness  
The process of underwriting ensures that each individual’s risk factors are accurately classified and they are 
charged an appropriate premium for the level of known risk they bring. If risk is not accurately classified, this 
can have implications on the insurer’s long-term financial viability as well as being seen as being unfair to 
policyholders who are paying for their known level of risk.  
 
Advocates of the use genetic test results believe that genetic risk is just as important as any other type of risk. 
It has long been argued that it is unfair to protect one risk group over others and to make exemptions for 
some risk factors. Doing this would lead to people with ‘traditional’ risks, such as heart attacks, to be charged 
higher premiums than applicants with serious genetic risks.14 Many others, including Van Hoyweghen et al15, 
agree that an exemption for genetics would not be fair to those individuals who bring an equivalent level of risk 
from non-genetic sources and who have to pay in full or are denied cover. 
 
There is also a view that ignoring genetic test results could also have adverse financial implications for the 
insurance industry. An April 2017 report commissioned for the Actuaries Institute of Australia provided the first 
hypothetical modelling on the potential impact of wider population genetic testing on the Australian insurance 
market and the results suggest that if genetic testing were to become widespread (based on a rise from 0.5% 
to 2% of the population having tests), the potential impact on claims costs could be material and anti-selection 
risk would significantly increase.16 A similar report from the United States Society of Actuaries warned that 
expected new business claim costs for US insurers could increase 4% to 8% if the future applicants know the 
results of genetic testing while the insurer does not.17  
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Genetics and Society 82 
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Under this view, ignoring genetic test results unfairly discriminates against applicants with traditional risks and 
would lead the industry down a slippery slope as well as jeopardise the financial viability of the insurance 
industry therefore no exceptions should be made. 
 
Embracing genomics and improving customer engagement 
Jon Sabes, CEO of US insurer YouSurance, believes that epigenetic testing will eventually be more precise than 
traditional underwriting tools and be far less invasive than paramedical exams that often discourage first-time 
applicants18 and therefore encourages the insurance industry to embrace genomics rather than moving to 
disregard it. 
 
Additionally, genetic test results have the ability to be useful not only at application stage but also throughout 
the life of a policy holder. RGA has been working with King’s College London over the past two years 
researching genomics developments and how this could be applied to insurance and have found that polygenic 
risk scores – a measurement that identifies and combines multiple genetic variants to calculate someone’s 
predisposition to disease – make a ‘significant contribution to risk prediction for incidence and death from 
breast cancer and coronary artery disease, above and beyond typical underwriting risk factors’.19 Having 
knowledge about genetic risks can motivate lifestyle changes by providing ways for people to act on it such as 
by improving diet, increasing exercise and undergoing medical screenings. So, while others argue that the use 
of genetic testing prevents early intervention, there is no reason why the insurance industry couldn’t look to 
become partners in their policyholders’ ongoing health by encouraging and rewarding ongoing screening and 
lifestyle changes. There are already a few international insurers that do this including Prudential Hong Kong 
who began providing DNA-based health and nutrition testing to policy holders in 2016.20 
 
If insurers used genetic test results to encourage and work with policyholders to ensure they are managing 
their risk factors, this in turn has the potential to foster positive and longstanding relationships between the 
insurer and policyholder as well as ensuring the ongoing financial viability of the industry though customer 
loyalty. 
 
Arguments against using genetic testing 
There is a great deal of negative sentiment around the use of genetic tests in insurance applications and the 
main arguments against the use of genetic tests are: 
 The impact of public mistrust on early intervention and scientific research 
 The low utility value of the tests  
 The low financial impact to insurers  
 The degree of inaccurate underwriting and assessment 
 
Impact of public mistrust on early intervention and scientific research 
One of the biggest arguments by those who support a prohibiting the use of genetic test results is that the 
public mistrust of how insurers can use their genetic data makes individuals wary and more reluctant to 
undertake genetic screening. This has the flow on effects of preventing early intervention in at-risk individuals 
and can also limit medical research through lack of willing participants. 
 
Rothstein21 states that genetically at-risk individuals would be more likely to undergo genetic testing if 
insurance companies were prohibited from accessing and using their genetic test results and that such a 
change would promote early medical intervention and for many individuals it would mean improved health and 
life expectancy. This could be by way on early detection of certain conditions through regular screening, such 
as Lynch Syndrome, or making lifestyle changes to reduce their predisposition to other conditions. 
 
With more and more research and attention on genomics and epigenetics, there is also increasing need for 
participants who are willing to share their genetic data for the good of science.  Due to fear of negative impacts 
on their insurability, some individuals may elect not to participate in genomic research.  If this was to occur on 
a large scale, it would not only reduce early intervention rates for at-risk individuals but would also hinder 
medical research and advancement which could have ill-fated consequences. Joly et al22 assert that a broad 
international consensus among life insurers not to request genomic research would effectively promote public 
trust in the practices of the life insurance industry, foster research participation and ultimately contribute to 
the generation and circulation of more medical and actuarial data to the benefit of all of society. 
 
Low utility value of the tests  
Research suggests that genomics and genetic test results have less value to the calculation of mortality risk 
than is generally assumed23, which further supports the argument for prohibition of their use in life insurance. 
 
Rothstein found that for a genetic-related disorder to have demonstrable importance for medical underwriting 
in life insurance it must have all of the following characteristics:24  
1. It must have adult onset. A person having a disorder with childhood onset, such as type one diabetes, will 

be symptomatic by the time of a typical application for life insurance. 

                                       
18 Roberts, Jeff (n 17) 
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21 Rothstein, Mark (n 7) 794 
22 Joly, Yann et al, ‘Life Insurance: Genomic Stratification and Risk Classification’ (2014) 22 European Journal of Human Genetics 577 
23 Rothstein, Mark (n 7) 
24 Rothstein, Mark (n 7) 795-796 



2. It must have a high penetrance, which means a significant likelihood that a gene variant will be 
expressed. 

3. It must have a high absolute risk, meaning there is a substantial risk that an individual with a risk-
conferring genotype will get the disorder. 

4. It must have a high relative risk, meaning that individuals with the risk-conferring genotype are 
significantly more likely to express the particular condition than other individuals. 

5. It must be a high mortality rate for the condition and a lack of effective treatment, especially if the 
disease is not detected early. 

6. There must be a lack of family history of the disorder because if there were a family history then genetic 
test results would be less valuable. 

 
Some conditions that Rothstein determined that meet the above six criteria are early-onset Alzheimer’s 
disease, some neurodegenerative disease such as amyotrophic lateral sclerosis and Huntington’s disease, some 
hereditary cancers such as some breast and colon cancers, and some syndromic conditions including Li-
Fraumeni syndrome and Lynch syndrome.25 As overall there are relatively few genetic-related disorders that 
meet all six criteria, it can be argued that the results of such tests are of limited value in life insurance 
assessments.  
 
It is also argued that the use of family history still allows insurers to adequately assess risk in this regard 
without the need for the use of genetic test results. Rothstein26 states that age, current health status, 
occupation, hobbies, smoking and other behavioural risk factors and family health history remain extremely 
valuable for assigning individuals to the appropriate risk category and will continue to be for a long time to 
come. This view is also shared by Christoph Nabolz of Swiss Re who says the evidence thus far is lacking that 
polygenetic risk scores can make ‘a significant change in the risk assessments’.27  
 
In particular, family history is an especially important risk differentiator in underwriting as it covers both mono- 
and polygenic risk.28 For example, a female applicant with a strong family history of breast cancer and a 
negative genetic test for the BRCA gene, may still have a polygenetic component that increases her risk of 
breast cancer despite the negative genetic test.   
 
Low financial impact to insurers 
While there has been much talk about the potential adverse impact that prohibiting the use of genetic testing 
could have on the life insurance industry, other evidence is suggests the opposite. Tiller et al29 argue that the 
increase in claims costs noted in the previously mentioned Actuaries Institute report are actually based on a 
set of worst-case assumptions that are unlikely to be met in the real world. They also note that individual 
modelling undertaken elsewhere, including in Canada prior to legislation being passed, indicates that a ban on 
the use of genetic test results would not have a significant effect on the operation of a reasonably sized life 
insurance market.30 
 
Recent modelling done on the Australian life insurance market by Munich Re also indicates that the potential 
impact will be less than expected. While their modelling only takes into account monogenic risk and life and 
critical illness products, their findings suggest that the impact to life and critical illness will be limited due to 
the restrictions on the sums insured covered in the moratorium, and further, that the increase in mortality in 
the insured portfolio will only be around 1.7%.31 
 
Inaccurate underwriting and assessment 
Interpreting both the results of genetic tests and their significance is becoming increasingly complex, especially 
with the ready availability of whole genome sequencing. Increasingly specialised knowledge is required to 
determine accurate and useful statistics and probabilities related to the results, and consequently underwriters 
may adopt unjustified caution when using genetic information to determine an individual’s life insurance 
contract.32 This may lead to individuals being charged a higher premium than necessary, conditions being 
unnecessarily excluded or even cover being declined.  
 
An example of this is documented by Keogh et al in an article in the Medical Journal of Australia.33  In this 
particular case an individual in his early twenties was denied cover for cancer by two life insurers due to having 
a mutation in the MSH6 gene, which is associated with Lynch syndrome. Feeling this was unfair, the individual 
read published epidemiological research articles, communicated with the authors and worked out that his risk 
of colorectal cancer if he underwent a yearly colonoscopy was the same as the general population risk. 
Ultimately, after complaining to the Human Rights Commission, he was offered a policy with full coverage so 
Keogh et al use this case as evidence of the high level of initiative and proactivity required for a consumer to 
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achieve a fair result. They argue that few Australians would be in a position to pursue the level of research and 
advocacy undertaken by this individual, who happened to be a professional with scientific training. They also 
suggest that this result showed that the insurer lacked the actuarial data to back up the original assessment. 
 
Conclusion 
The various arguments outlined here indicate that there are valid reasons for both using and not using genetic 
test results to assess life insurance applications and there is no simple answer as to which is the right way to 
go. Some of this decision will be taken out of the hands of life insurance companies when the FSC’s Moratorium 
on Genetic Testing comes into effect. 
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