ober 2022

DECUMULATION AT RETIREMENT

Advice is indispensable
in a volatile market

Distribution
Business to consumer insurance
provider expands operations

Investment
Fund managers share insights
into international markets

Life insurance
Market share report: the 10
largest life and health insurers




Offer your clients the product
that best meets their needs!

With Product Finder, compare the characteristics of over 400 life insurance products
available on the Canadian market to give your clients the best proposal.

Personalize your analytical tables by including your name, your client’s name and
the date the table was created. Your clients can then choose from among a multitude of products
by consulting a professional document that bears your personal brand.
On top of that, you will have a record of your sales recommendations as a compliance tool!

Preduct FINDER

i Paiapiat W v fon’ el rind sl 1)
e § sumprnon b b e ol

===

S L ily and healih
®  imudevidual

ikl il T L W il BOAETTTR
-

PPLETHRNT PR TE

Close more sales, more quickly!
Provide your clients with personalized tables

Give them a decision tool with your name encrypted

Get ahead of your competitors by showing your professionalism

Keep your sales recommendations as a compliance document

Subscribe now to Product Finder: insurance-portal.ca/product-finder

Product FINDER

A product of Insurance Journal Publishing Group



https://insurance-portal.ca/product-finder/

Vol.26 No. 06

Life Insurance

34

Market share
of life insurers
in Canada

Concentration declines slightly.

October 2022

35

The 10 largest life and
health insurers

The top 10 control
the lion’s share of the
market in Canada.

36

Changes in market share

Empire Life dropped out
of the top ten in 2021.

society 28 37 39
Reining in drug costs New pathways for Inflation and interest
in group plans actuaries’ education rates pose challenge
Experts offer several ways Canadian Institute of Actuaries Market conditions have
to mitigate the impact. has introduced new qualifying impacted the financial security
pathways. of Canadian retirees.
Investment

9

Decumulation at retirement

Amid economic turbulence,
advice on the timing of
decumulation is more
valuable than ever.

12

The smart way to cash in
retirement investments

Not all decumulated
investments are taxed
the same way.

22

Investing globally in
challenging times

Fund managers
share insights into
international
markets.

Entrepreneurship

6

The C-Suite interview

PolicyMe’s co-founder
and CEO, Andrew
Ostro, discusses

the company’s
expansion plan.

40

Get the Top of the
Table mindset

Following three key
principles can help you
achieve sales success,
explains Sim Gakhar.

42

Better than facts
and figures

Avoid jargon and
tell a compelling
sales story, advises
Jim Ruta.

OCTOBER 2022

INSURANCE JOURNAL 3



INSUR/ANCE

Journal

Vol. 26 No. 06 — October 2022

THE INSURANCE JOURNAL PUBLISHING GROUP:
AN EXPANSIVE RANGE OF PRODUCTS

TO SERVE YOUR NEEDS!

Created in 1992, the Insurance Journal
Publishing Group now counts ten products
in three formats: print magazines, industry
events and Web information services.

Insurance Journal and Journal de I'assurance
publish in-depth articles to enable insurance
industry professionals to stay on top of
industry developments. This knowledge will
assist our readers with their goal of helping
Canadians get the insurance coverage they
need to protect their families, their wealth and
their dreams. Our magazines are available by
subscription across Canada.

The Répertoire des fournisseurs en assurance
de dommages provides an excellent overview
of the products and services offered by
professionals in restoration and non-standard
risks in the P&C industry.

Digital services

As part of our digital transformation, our
company has created the Insurance Portal,
a one-stop shop that will eventually bring
together all of our information services
and products. It has customization and
keyword search functions. It will also host
the services of other organizations and
companies interested in offering their
products to financial services industry
professionals. A true insurance business
centre, the Portal is a powerful tool for
helping industry professionals grow their
businesses.

Available online, InsuranceINTEL is a
market intelligence centre for the life

and health insurance industry in Canada.
The database is constantly updated and
provides the features of more than 470
insurance and investment products through
easy to analyze comparative tables.

Users can also access 3,000 marketing
documents, as well as 350 insurance
applications. Various levels of membership
are available for insurance companies,
banks, MGAs and advisors to enable them
to stay on the forefront of new industry
developments. InsurancelNTEL Weekly
monitors the trends and changes in the
life & health insurance industry in Canada:
product launches, changes in premium
rates, modifications to commission
schedules, technological developments and
marketing campaigns.

Our annual events

The Canada Sales Congress focuses on sales
and business development. It brings together
approximately 1,200 participants, 20 speakers
and about 65 exhibitors and sponsors.

On Wednesday, October 26, 2022
at the Toronto Congress Centre
and on insurance-portal.ca/csc

Each year, Life Insurance Convention brings
together more than 1,300 participants &
over 30 speakers and 65 exhibitors.

On Tuesday, November 15, 2022 at
the Palais des congrés de Montréal
and on portail-assurance.ca/cap

The Group Conference is a niche event
promoting group health insurance.

On Tuesday, February 21, 2022 at
the Palais des congrés de Montréal
and on portail-assurance.ca/cc

P&C Day held annually attracts some
900 participants, 30 speakers and
70 exhibitors and sponsors.

On Thursday, April 13, 2023 at the

Palais des congres de Montréal
and on portail-assurance.ca/jad

CONTACT US

Administration

Chantale Lussier
chantale.lussier@insurance-journal.ca
514 289-9595, ext. 233

Serge Therrien
serge.therrien@insurance-journal.ca
514 289-9595, ext. 224

Editorial

Donna Glasgow
donna.glasgow@insurance-journal.ca
514 289-9595, ext. 226

Events

Nelly Wandji
nelly.wandji@insurance.journal.ca
514 289-9595, ext. 246

Subscriptions
insurance-portal.ca
subscriptions@insurance-journal.ca

Advertising — REP Communications inc.
Ghislaine Brunet

Sales Manager

gbrunet@repcom.ca

514 916-5818

Lise Flamand

Ad Design
Iflamand@repcom.ca
514 207-2508

Publisher

Serge Therrien
Editor-in-Chief
Donna Glasgow

Director, Life Insurance & Investment Products Information
Alain Thériault

Director, Comparative Market Intelligence & Analysis
lan Bolduc

Production Manager
Myriam Lauzon

Event Manager
Nelly Wandji

Director of Finance and Administration
Chantale Lussier

Digital Growth Manager
Philippe Le Roux

Journalist, digital news desk
Sabrina Fekih

Contributors
Alain Castonguay, Kate McCaffery, Aurélia Morvan,
Jim Ruta, Alain Thériault, Susan Yellin

Graphic Designer
Marjorie Poirier

Accounting and Client Relations Coordinator
Nedjine Eugéne

Photographer
Réjean Meloche

Insurance Journal is published by
Les Editions du Journal de I'assurance inc.

A neutral, obj
of information

ive and independ source

Created in 1992, Les Editions du Journal de I'assurance inc.
is a private company that operates independently of any
insurance industry association or agency. It is a neutral,
independent source of information that is financed through
advertising and subscription revenues.

All rights reserved. Neither this publication nor any part of it
may be reproduced or transmitted by any form or any means
without the prior permission of Insurance Journal.

Legal deposit: National Library of Quebec and National library
of Canada, ISSN 2562-0843

Publications Mail Agreement No. 40011544

Subscribe now:

insurance-portal.ca/prolevel

4 |INSURANCE JOURNAL OCTOBER 2022


https://www.facebook.com/insurancejourn
https://www.linkedin.com/company/the-insurance-and-investment-journal
https://twitter.com/insurancejourn
http://insurance-portal.ca/prolevel
https://portail-assurance.ca/cc/
https://insurance-portal.ca/csc/
https://portail-assurance.ca/cap/
https://portail-assurance.ca/jad/

Something to think about...

It's not just about building the
partnership, it’s also about customizing
our products and thinking about
how they match the channel that
we're looking to partner in.

— Andrew Ostro, co-founder and CEO of PolicyMe
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STRATEGY

The C-Suite
INTERVIEW

Business to consumer insurance
provider expands operations

Technology company and online insurer, PolicyMe, raises $18-million in funding for
expansion into critical illness, employee benefits and affinity partnerships.

BY KATE MCCAFFERY

olicyMe and its founders believe that the process

of buying life insurance is flawed. The company

believes it can help people do better, and its back-

ers would appear to agree — the firm recently
raised $18-million for a number of new initiatives, includ-
ing expansion into Quebec, new product development and
partnerships that will allow the firm to sell its product,
process and service through third parties.

A unique business model, the direct-to-consumer plat-
form relies on paid advertising through Facebook and
Google, search engine optimization and a focus on content
which both helps the customer through the life insurance
buying process, but also helps the company rank highly in
search results. An affiliate program where a large number
of low volume “partners” drive traffic to PolicyMe’s web-
site rounds out the firm’s lead sources.

What is unique is that since its inception in 2018 as a
coverage calculator and price comparison platform, the
firm has since partnered with Canadian Premier Life
Insurance Company (its parent company, Securian Fi-
nancial, is one of the firm’s financial backers contributing
to its most recent $18-million fundraising effort, as well).
The two companies together created a term life insurance
product from scratch, one that was specifically built for
the company’s platform and operations. “They’ve worked
quite closely with us to design and build a whole new
product,” says PolicyMe’s co-founder and CEO, Andrew
Ostro.

The firm in turn manages underwriting through its plat-
form, including the application process, record keeping,
payment processing and identification verification. “That’s
quite different than a typical broker, even one that might
look like they’re selling their own product,” Ostro adds. “I
think it’s a pretty unique business model that doesn’t really
fit into any of the current company categories out there.”

Underwriting risks and keeping costs low

Being disconnected from legacy infrastructure Ostro says
allows the company to underwrite risks at a greatly reduced
cost. “It costs us less to underwrite an individual, but also
we’re not wasting underwriting dollars on customers who
are low intent,” he says.

Comparatively speaking, he points to the brokerage prac-
tice of shopping a client’s application around with several
different carriers when trying to place the business. “What
ends up happening is a lot of carriers are spending money
underwriting a customer with a very low probability of

buying. Those costs need to be paid somewhere. It’s gener-
ally paid for by the people who do buy.”

He says PolicyMe’s product is not to be confused with
simplified products offered by incumbent carriers, either.

While these have gained a lot of traction in recent years,
he says this is really just an admission that it can be dif-
ficult to get clients to complete a full application. Although
shorter applications contain fewer questions, the resulting
data he says has less underwriting credibility and the prod-
ucts end up costing more. “In my view, that’s absolutely
the wrong thing to be doing,” he says.

In discussing his own firm’s challenges getting clients
through applications online, he says initially between 30
and 40 per cent of those who started an application with
the company completed it. Today that number sits at 60
per cent.

He says this progress comes as a result of the com-
pany’s constant effort to chip away, optimize and
improve its rules, improve client questions and
think about how to get the customer through the
process while still effectively underwriting the
risk. “This is not just about selling insurance,
it’s about selling insurance to good risks and
making sure that we’re underwriting effect-
ively. Anything we do to improve the custom-
er experience does not come at the expense of
additional risk or lower quality underwriting.”

Automating the underwriting decision-mak-
ing process, he says is the hardest part of the
operation. “The amount of data and the number of
rules involved in making an underwriting decision
is quite high and the risk of getting that wrong is
extremely high as well.”

As soon as clients provide text en-
tries into their application, for in-
stance, the application cannot
be underwritten in real time.
“Maybe one day,” Ostro
says, discussing artificial
intelligence and other tech-
nologies that can interpret
text and turn it into rules
which can be used in the
process. “That’s pretty
far out from where we
are today though,” he
says.

Andrew Ostro
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“Being able to adapt the questions to get all the informa-
tion needed and do it in a way that doesn’t require text,”
he adds, is “quite a tricky proposition.”

The focus of the company’s founders, their approach and
the way the firm is interested in building sales might also be
somewhat unique in that they are not focused on maximiz-
ing individual sales. The firm is instead focused on volume
business with a strong brand being one of the company’s
pulling features. “We really feel like we should be focusing
on what the customer needs, not on maximum profit per
person,” he adds. “Quite the opposite.”

According to Ostro, the firm’s recommendation engine,
for example, will actually recommend that the would-be
client probably doesn’t need the product about 26 per cent
of the time. “In fact, 26 per cent or so of people who go
through our platform, the recommendation to them is not
to buy any life insurance. And these are leads that we’ve
paid for,” he says. “We’ve been very intentional about how
we’ve built our advice algorithms.”

While the company is able to underwrite policies up to
$5-million as well, he adds that really high-net-worth cli-
ents with lifestyles that are not at all driven by their in-
come are also not the company’s target market in any way.

“There’s a lot of money in selling those products, but that’s
not what we do. We refer them to other brokers,” he says.

New critical illness provider

Where the company does plan to grow, he says, the two
areas of spending where it plans to work in the next two
years, includes spending on product expansion and partner-
ship development.

To that end, the company announced that it will be
launching a new critical illness product before the end of
2022. Ostro says the effort is a continuation of the com-
pany’s goal of providing low priced, high value products
with a lot of coverages. (The company says the new prod-
uct will include coverage for more than 40 illnesses.)

“We’ve approached that broad design to look at really
raising the bar for what that looks like in Canada and what
can be offered or included in a policy like that,” he says.

In addition, although Ostro keeps the details a closely
guarded secret, he adds that the company is working on
products in the health and dental space, as well.

The second category of spending, on partnerships, will
see the company focusing on efforts to build out arrange-
ments with third parties, including two as yet unnamed

fintech companies and also unnamed employee benefits
partners, to provide embedded products through those
channels.

What is different from its smaller scale affiliate program,
is that the company, along with the Canadian Premier Life
Insurance Company, is again, specifically designing unique
products for these partnerships. Ostro says the products are
not white-labelled solutions.

“It’s not just about building the partnership, it’s also
about customizing our products and thinking about how
they match the channel that we’re looking to partner in.”

In addition to employee benefits — an area Ostro says
PolicyMe is looking at closely — he says the mortgage and
homeowners’ space is the second area of focus for the com-
pany, followed by an interest in large affinity partnerships
with member associations. He says many of the company’s
plans will be made public in 2023.

PRODUCT COMPLEXITY AND INDUSTRY
OPPORTUNITY

The wide variety of complex products with myriad
product features available in the industry today is too
much for a lot of consumers to fathom, let alone process.
“It confuses the customer and, in my view, it actually
leads to fewer sales overall,” says PolicyMe co-founder
and CEO, Andrew Ostro.

“There are a lot of people out there who are uninsured,
not because they don’t have an interest in being insured
but because it's too complicated to understand what they
should be buying.”

He adds that there is a huge opportunity for the
industry to go back to basics and simplify their
offerings to what they were before features were
added. “They really should be focused on pure
protection, focusing on getting people covered,
without complicating with all the bells and whistles
that don't drive a lot of value to customers.”

COMPANY FACTS:

Co-founded by Andrew Ostro (CEO), Laura McKay (COO) and Jeff
McKay (CTO) in 2018, the company recently raised $18-million from
five investors - RGAX, Securian Financial, Siriuspoint, HCS Capital
and Westdale Properties - investments that were rounded out with
lending from a tier 1 Canadian bank.

The CEO says he expects to see a move towards
offering simpler products which clients can
comprehend on their own. “It’s very clear,
that’s what consumers want. It's not just
an insurance problem, it's every industry.
People want to educate themselves and
do their own research. People want to be
confident that they’re buying the right
thing,” he says.

Started selling policies in 2019.
Launched its own product in 2021.

Three-person operation grew to 10 employees in March 2020.
Today that complement sits at 45 employees; company has
plans to add an additional 25 roles within the next 12 months.

“There’s a perception by customers in

general that if someone is getting a
commission to sell me something, |
need to have my guard up - in any
industry. | think the insurance industry
needs to recognize that.”

Company reports selling more than $5M in premium annually
and over $5B in coverage since its inception. Revenue for the
company also reportedly tripled in 2021.
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DECUMULATION AT RETIREMENT

Advice is indispensable
| in a volatile market

Experts are urging advisors to set up their client’s retirement plan early, and to
guide them along this obstacle-strewn road. Amid today’s economic turbulence,
advice on the timing of decumulation is more valuable than ever.

BY ALAIN THERIAULT




nsurance Journal sources say that advisors must
get clients to commit to their retirement plan, and
that this plan must remain flexible to deal with
the unexpected. Moshe A. Milevsky, a finance
professor at York University’s Schulich School of
Business, specializes in longevity risk, that is, the risk
that retirees will exhaust their savings before death.
According to Milevsky, the current context of inflation
and sagging financial markets clearly demonstrates
that a static retirement plan is woefully inadequate.

Milevsky points out that in these unprecedented
economic times, the four per cent decumulation rule
should be rejected outright. This once widely used rule
assumed that retirees can safely withdraw four per cent
of the value of their portfolios annually. The assump-
tion was based on a retirement portfolio consisting of
equal parts of equity and fixed income securities. The
rule implies adjusting withdrawals for inflation each
year. “I think (the rule) was never a good strategy and
now we’re seeing why,” Milevsky says.

“We’d just finished a research project with col-
leagues from the mathematics department pointing
out at how difficult it is to give (retirement income)
guarantee,” he adds. The study, called Refundable In-
come Annuities: Feasibility of Money-Back Guaran-
tees (M. Milevsky & T.S. Salisbury, 2022), finds that
traditional life annuities cost older people more than
they do younger people. It looks at the feasibility of
annuities that would pay out a lump sum to their hold-
ers who outlive the group’s life expectancy.

The longevity risk specialist believes that the retire-
ment plan must remain flexible and should be prepared
as early as possible. Milevsky draws a parallel with
overconsumption of alcohol. “It’s like saying that it’s
not good to drink too much, but we only see it when
our liver fails. Did the problem begin now when the
liver fails, or 20 years ago when one began to drink
too much?”

For investors, it’s their retirement portfolio that is
ailing, the finance professor continues. “It’s worth a
fraction of what you’ve started with. You go to the
doctor, the financial advisor, and ask: ‘what do I do,
my liver failed.” T don’t want to push the analogy too
far but it’s a start for a conversation,” he explains.

Financial advisors need to understand that the con-
versation with clients moving into retirement is more
complex, says Moshe Milevsky. “When I’'m 30 or 40
years old, how much stocks and bonds should I put
in my RRSP is an easy question for an advisor. I can
answer it in an elevator. ‘Put 60 per cent stocks and
40 per cent bonds,’” he says. However, for clients
about to retire, advisors need to ask a much more de-
tailed question before providing advice, the professor
points out.

By the time a client gets to the decumulation phase,
itis often too late to tweak the plan, says Tony Guzzo,
founding president of financial services firm Expertiz
Gestion de patrimoine. “There aren’t a ton of solu-
tions,” he adds. “At the beginning of the decumula-
tion phase, the advisor recommends that clients set

aside enough cash in a daily interest account for 12
months of withdrawals.” This strategy is particularly
useful when financial markets are down. “The clients
withdraw the money they need each month, and we
leave the rest of their portfolio invested,” Guzzo says.
Clients may miss out on return opportunities for that
cash portion over the next 12 months, but the strategy
will pay off in terms of average cost over the longer
term, the advisor believes.

The current economic environment is also negatively
impacting decumulation. “Inflation will take a bite out
of your payouts, and you can’t avoid it,” Guzzo warns.
The decumulation options vulnerable to inflation in-
clude the non-cost-of-living annuity, which can erode
investors’ purchasing power. He also notes that clients
may have to dip more into their Registered retirement
Income Fund (RRIF), reducing the length of time they
can withdraw from the fund.

Tony Guzzo mentions that his clientele of financially
comfortable entrepreneurs is not overly troubled by
inflation. Even so, he notices that they are consuming
less. “Clients who have sold their businesses for mil-
lions of dollars are spending less on luxuries, less on
expensive trips. They understand that now is not the
time to buy non-essentials. They are waiting.”

Guzzo stresses the importance of taking charge well
in advance of your planned retirement date. The plan
should include a projection that identifies a systematic
savings amount. Even younger people should priori-
tize saving, on a regular basis, he says. “It’s not how
much you save that’s important, but when you start.
The key for younger clients is to set aside an amount
every month. Often, people make a budget without
structuring the savings portion for retirement. Then
the saving doesn’t happen,” says Guzzo. Instead, he
recommends determining how much to save each
month, before setting a budget. “The money then goes
into investments rather than staying in the bank ac-
count. Maybe you’ll go out to dinner twice a month
instead of five times. Because your budget restricts
spending, it creates your savings,” he says.

MR Gestion de patrimoine et solutions collectives
accepts new clients only if they agree to make a retire-
ment plan, says co-founder Alexandre Moise. “We
absolutely need to work with a plan. Whether it’s for
retirement, asset protection, estate planning or inter-
generational business transfer, 360-degree financial
planning is always there,” he says.

Decumulation should be part of the conversation
once the client is well established, he adds. “The first
goal of a 25-year-old professional will not be retire-
ment, but perhaps a home purchase. It’s in their early
30s, when they become more financially secure, that
the question of retirement comes up,” Moise says.
He echoes Tony Guzzo’s view that time is one of the
determining factors in the plan. “This point will be
brought up in the initial analysis with the client. Even
if some parameters are not clear to them at the mo-
ment, they need to understand how the actions they
take now will affect their savings later. By setting

—’
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benchmarks, the financial plan helps them visualize
the long-term effect of saving 10 per cent of their gross
income annually, for example,” he explains.

Over time, the vision will strengthen, adds Moise.
“Clients in their 40s and beyond want to accelerate
their retirement plans or reduce their work week. They
wonder what the impact will be on their income. Cli-
ents pay us to provide sound advice on such matters.
This advice is more than just value-added, it’s manda-
tory,” he says.

Value of advice

“Financial planning of decumulation at retirement
is an area where advisors can demonstrate their added
value through their follow-up and support services
during the various stages of the client’s life,” says
Chantal I’Espérance, strategic advisor in financial
planning and insurance at the SFL. Wealth Manage-
ment Northwestern Quebec branch (Desjardins
network).

Planning a client’s decumulation means taking a
static picture, projecting it into the future and making
adjustments afterwards, using an appropriate tool. In
a joint presentation, L’Espérance and Marco Madon,
president and co-founder of Innovations Maxomsoft,
presented a retirement planning case using Maxom-
soft’s LIFEPIan software. “Pierre Lafortune’s ficti-
tious case definitely piqued the audience’s interest,”
L’Espérance says. The two professionals will talk
about how the software was used in this projection
at the Congreés de [’assurance de personnes 2022, on
November 15.

“LIFEPlan is a solution that lets us follow the
client’s evolution and see the different stages of life
where crossroads appear. Sometimes, we give a new
client a second opinion,” Chantal L’Espérance told
Insurance Journal.

Decumulation should be talked about early, and not
in an offhand way, adds L’Espérance. “Advice on the
fly during RRSP season is not worth it. It’s like putting
a Band-Aid on a wound, without examining or diag-
nosing it,” she says. The value of retirement plan ad-
vice is also having the courage to tell the client “Your
goal won’t work,’” says L’Espérance.

Diversify decumulation

Some investors may plan to sell their home and buy
a joint life annuity, or take out a reverse mortgage
instead, Chantal L’Espérance points out. “They will
have to consider that the mortgage is sensitive to in-
terest-rate changes, while the annuity provides a fixed
income. A range of solutions provide diversification in
decumulation, which is also important,” L’Espérance
explains. Whether they are young or 80 years old,
all my clients have a plan, she adds. “That way, you
don’t miss anything and clients feel supported. Satis-
fied customers are the greatest influencers.” What’s
more, advisors can use the plan as a way to continue
the business relationship with a client’s estate.

When a client reaches the decumulation phase, hav-
ing a well-developed plan and professional financial
advice becomes even more important, says Amélie
Laferriére, Wealth Sales Director at Sun Life Global
Investments. “There are several options to reduce the
risk of running out of money during your lifetime. One
of the first things is to educate yourself about the dif-
ferent risks,” she says. These risks include longevity,
mortality, market, inflation and health risks, she notes.

A retirement decumulation plan must provide liquid-
ity for short-term income needs, Laferriere continues.
It should include income-generating products to main-
tain distributions while preserving capital. She gives a
few examples: “dividend-paying equity products, real
estate trusts, and bonds.”

_’

MONTHLY INCOME IN CDN$ BY AGE AT ISSUE OF THE ANNUITY

Financial institution

BMO Insurance 465.25 497.94 544.09 601.9 646.55 717.9

Canada Life 460.36 485.09 5411 608.95 691.83 790.66
Desjardins Financial Security 474.41 511.4 561.29 628.46 712.51 810.21
Empire Life 470.33 507.61 553.85 610.53 683.22 782.31
Equitable Life 465.61 498.32 536.93 592.07 671.43 738.61
RBC Assurances 448.48 506.25 555.47 622.29 695.00 799.36
Sun Life 458.66 498.77 555.76 624.27 715.16 803.6

*Monthly incomes based on a single life, male, 10 year guarantee and premium of $100,000 of non registered funds. Payments will commence in one month.
Source: CANNEX (prepared by CANNEX on October 3, 2022). | Table: Insurance Journal
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SPECIAL REPORT DECUMULATION AT RETIREMENT

For non-registered amounts, the sales director ex-
plains that there are strategies for harvesting capital
losses that can notably help reduce taxes paid.

Alexandre Moise makes sure clients have a pre-
established decumulation plan when they are a few
years away from retirement. “We do simulations on
the different registered plans, to determine the impact
of decumulating one registered plan before another.
The timing of the decumulation is important to trigger
as little tax as possible. With 24 months to go before
retirement, we’ll know which accounts the clients’
money will come from,” he explains.

This method is important for clients who want to
know the precise source of the money, how it will be
deposited and in which account, the advisor continues.
“Clients moving from working life to retirement are
concerned about how the first year will go and how the
funds will be paid out,” Moise says.

According to Geoff Gibson, Vice-President, Invest-
ment Product and Marketing at Empire Life, each
client’s situation is unique. “The deaccumulation
solution an advisor and customer choose should be
selected based on each customer’s individual needs,”
he says.

Gibson thinks that guaranteed income provides a
great floor for clients to help cover fixed expenses in
retirement. Guaranteed income sources include gov-
ernment programs, a defined benefit pension plan, seg-
regated funds with minimum guaranteed withdrawal,
and payout annuity, he says.

“After that, advisors may want to review non-dis-
cretionary spending to see if there is an opportunity to
adjust the customer’s withdrawals to avoid having to
redeem assets from depressed equity or fixed income
investments,” Gibson adds. If no opportunities are
detected, Gibson says advisors should remove liquid
investments from client’s retirement portfolio. This
could give stock or fixed-income investments time to
recover from losses, he believes.

In volatile times, Alexandre Moise will secure the
first 12 to 18 months of decumulation with a portfolio
that provides a fixed income, to avoid retirees having
to dip into their equity investments. He recommends
a diversified portfolio that provides income based on
dividends from large company stocks and bonds, for
example. These solutions are commonly referred to as
monthly income portfolios.

->

THE SMART WAY TO DIP INTO YOUR RETIREMENT PORTFOLIO

Pierre Lafontaine, Director of Advanced Financial and Tax Solutions at iA Financial Group, says that not all decumulated
investments are taxed the same way. “Cashing in investments with lower taxes is key to increasing retirement income,” he
points out. He explains that the client will be able to make a smaller gross withdrawal, leaving a larger portion invested to take
advantage of growth when the markets recover.

If a household with an average tax rate of 25 per cent needs an extra $15,000 of income this year, withdrawing that amount from
a Tax-Free Savings Account (TFSA) will not trigger any taxes. In contrast, the same household would have to withdraw $20,000
from their RRSP to end up with a net $15,000. “That’s $5,000 lost to pay the taxes.”

TFSAs and non-registered investments should be maximized in younger clients’ retirement plans. Even retirees should continue
contributing to these plans if possible, Lafontaine says, because “these vehicles provide tremendous flexibility in retirement.”

Pierre Lafontaine lays out the ideal decumulation sequence:

1. Mandatory withdrawals:
a. RRIF when the client reaches age 71
b. Employer’s defined benefit pension plan
c. Pensions from government plans such as the Régie des rentes du Québec (RRQ) and the Canada Pension Plan (CPP).
Possibility of income splitting with spouse:

a. For example, if a spouse receives a taxable CPP retirement pension, the tax can be reduced by splitting the pension
income with the spouse.

If additional income is required:

3. Investments subject to low or no taxes:
a. TFSA
b. Non-registered investments

c. Creation of a line of credit secured by the cash value of a permanent life insurance policy or the value of a home
(reverse mortgage). The borrower gradually uses this line of credit to obtain tax-free income;

d. Standard non-registered annuity

4. Registered RRSP investments
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SPECIAL REPORT DECUMULATION AT RETIREMENT

Don’t panic!

Tony Guzzo urges investors approaching retirement
not to be rattled by the current economic conditions.
“A Fidelity portfolio manager often tells me that he
always makes a five-year plan. A bear market usually
lasts 15 months. We’ve been through nine of them, and
I’'m seeing that for the past nine months, managers are
buying stocks,” he says.

“I’ve heard that when the economy is shaky, central
banks don’t raise interest rates. Now they are. That
means the economy is rolling. I also explain the reason
for inflation to my concerned clients. Governments
have raised interest rates to curb consumption. At the
same time, there is labour scarcity.”

After 30 years in the industry, Guzzo observes that
the 60 per cent stock/40 per cent bond balanced port-
folio has consistently produced an average return of
between 6 per cent and 8 per cent. He estimates that
a typical balanced portfolio fell 12 per cent to 15 per
cent in the financial market trough at the beginning
of the COVID-19 pandemic. “And we still finished
2020 with returns of 10 per cent to 12 per cent,” he
points out.

Pierre Lafontaine, Director of Advanced Financial
and Tax Solutions at iA Financial Group describes to-
day’s climate as a perfect storm. But unlike other eco-
nomic storms, he says this one is being experienced
differently from household to household. “People have
a lot of questions. They often don’t know how to react
to the current situation.”

Lafontaine also sounds out his clients who are in the
decumulation phase: “Are you affected by inflation

and rising interest rates? To what extent?” If people
have borrowed to buy a recreational vehicle and want
to hit the road during the winter, it may cost them more
than they expected, he continues. Others will be much
less affected because they have a different lifestyle.

Whatever the case, he recommends that all his cli-
ents review their budget and expenses, and to target
the debts that need to be repaid as soon as possible
and the asset classes available for decumulation. La-
fontaine then asks how financial market volatility af-
fects them. Would they find it difficult to change their
withdrawals because their assets are limited? Or do
they have different types of assets that give them flex-
ibility? Do they need to cash in the assets because the
markets have gone down? “Most importantly, clients
should not panic,” Lafontaine stresses. He believes in
the tried-and-true strategy of dividing baskets accord-
ing to short-, medium- and long-term needs.

See what can be liquidated and secured in the short
term, say the equivalent of six months to a year’s in-
come, and deposit that amount into a high-interest
daily account Lafontaine says, adding that iA offers
this type of account. Once the client is secure in the
short term, the right decisions can be made in the
medium and long term, without having to change the
client’s entire portfolio, he explains. “In a portfolio,
there are a lot of losses on paper, but you don’t have
to trigger them all now. The more you can keep those
assets in the portfolio over the medium to long term,
the easier it will be to recover the paper losses later.” I

Annuities: Ugly ducklings take flight
in inflationary times

Annuities are a strong bastion against rising interest rates, yet many investors

steer clear of this payout product, Insurance Journal finds.

BY ALAIN THERIAULT

14

ony Guzzo, founding president of financial

services firm Expertiz Gestion de patri-

moine, thinks that decumulation options that

can guarantee a stable retirement income are

few and far between. “Annuities are another decumu-

lation option, but I don’t sell many of them,” he says.

Segregated funds with guaranteed minimum with-

drawals (GMWBs) used to be one of the best payout

options, but these products have become less generous
than when they were introduced in 2009, he says.

These products used to offer an alluring withdrawal

guarantee, often of 5 per cent or more in some cases.

“The Helios of this world are gone,” he says, referring
to a Desjardins Financial Security product that once
offered a 7 per cent guarantee. “Insurers have tried to
create others, but segregated funds with withdrawal
guarantees are completely unlike what existed before.”

Alexandre Moise, co-founder of MR Gestion de
patrimoine et solutions collectives, sees clients most-
ly skirting annuities. However, these products are be-
coming “slightly” appealing again owing to the recent
rise in interest rates, he says. In an inflationary context,
GMWBs are looking better and better, he points out.
“We have clients who purchased guaranteed minimum
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withdrawal segregated funds a while ago. That deci-
sion is paying off this year,” he says.

Many people are skittish about payout annuities be-
cause this decumulation product starts an irreversible
process, says Moshe A. Milevsky, professor of finance
at York University’s Schulich School of Business. “It
is something they have to commit to right now,” he
adds. In fact, consumers have to part with their capital
to create the annuity. Even if they die a few years later,
the estate cannot recover any of the principal.

“That’s one of the reasons why I became a fan of the
delayed annuity. The federal government is now more
favourable on that. They make the tax treatment easier.
One of the innovations in the industry is the ability to
buy something in your sixties that will start to pay in
your eighties,” Milevsky explains.

Annuities reassuring

Amélie Laferriére, Wealth Sales Director at Sun
Life Global Investments, thinks a disbursement plan
should include the use of a life annuity for a portion
of the portfolio assets. “A life annuity will receive dif-
ferent tax treatment when non-registered amounts are
involved,” she points out.

Laferriere agrees that higher interest rates benefit life
annuities, “but there is much more to consider.” For
example, annuities eliminate sequence of returns risk
and longevity risk, in part, she notes.

“Clients are reassured by knowing they will receive a
guaranteed amount of money each month, for the rest
of their lives. This guaranteed payout can help them
better cope with volatility that affects the rest of their
portfolio. The proportion depends on each case, but
considering 20 per cent to 30 per cent of the portfolio
for a life annuity can be a good starting point,” says
Laferriére.

The director says that one use for a life annuity is
to unlock a locked-in retirement account (LIRA). She
explains that LIRAs are subject to a maximum annual
amount by law, and the money is paid to the spouse
upon death. “This includes common-law spouses,
which can affect blended family estates,” she adds.

Sun Life is one of the few insurers that allows one
annuity to be issued at a time with both registered and
non-registered locked-in money, Laferriéere says. “An
annuity cannot be registered as a TFSA, but a seg-
regated fund product with guaranteed lifetime with-
drawal benefits (GLWB) that is allowed to accumulate
over the long term could provide guaranteed tax-free
income at retirement through the TFSA,” says the Sun
Life Global Investment specialist.

John Yanchus, Director of Tax and Estate Planning
for Canada Life, believes that inflation and interest
rates should not be much of a surprise. Clients should
already have a plan in place. “In which order the assets
should be withdrawn depends on each client’s scen-
ario,” he says.

Yanchus is convinced that annuities should be part
of the plan. He realizes that many investors may pre-
fer market-linked assets because of their potential for

higher returns than what an annuity offers. “The guar-
anteed payouts outweigh the lesser return. The annuity
is not a total solution but a part of it,” he says.

High interest rates are among the factors that make
an annuity income-friendly, Yanchus continues. An
annuity’s pricing is based on a large group, which al-
lows holders who live longer to benefit from what he
calls mortality credits.

Scott Stobo, Director of Savings and Retirement
Product Development and Marketing at Equitable
Life, considers diversification of the retirement port-
folio crucial. He sees alternative investments in real
estate and infrastructure as assets that can perform
better in inflationary times. To add a layer of protec-
tion, he recommends using segregated funds in com-
bination with an annuity. This product is successful
at Equitable Life, he says. “We are definitely seeing
more annuities in our sales than we were a year ago.”

Rising interest rates are playing a role, but Stobo also
emphasizes that annuity payments have become more
generous in the market. “We see that annuity income
in many year bands approach their highest level in a
decade, in terms of income for dollar. Many are up
close to 20 per cent from their low points of 2020,”
Stobo adds. This means that a client could purchase
a $100,000 annuity today that produces an annual in-
come of $7,000, while the same annuity purchased in
early 2020 would have produced an annual income
of $5,000. I
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Investing globally in
challenging times

Fund managers share insights into international markets

in a series of Morningstar panel discussions.

BY KATE MCCAFFERY

n the past two years, the world has seen nearly a
century’s worth of milestone events. Against this
backdrop, asset managers and investors are being
buffeted by a variety of signals.

These include signals from the geopolitical land-
scape to consider, public policy, consumer behaviour
and technological disruption going on across various
industries.

All of this can sometimes make it difficult to come
up with a cohesive narrative, say asset managers. “It’s
one of the toughest things that anyone, an investor
or a market commentator can do,” says Kate Moore,
managing director and head of thematic strategy with
BlackRock, who adds that there are many different
data signals to consider. “And it’s all happening con-
currently.” Moore’s comments were part of the Mor-
ningstar Investment Conference held last May.

In another presentation, Sammy Simnegar, port-
folio manager with Fidelity Investments points out
the confluence of important milestone events that
have occurred in the past two years alone, including
pandemic, civil rights activity, commodities inflation,
the expansion of balance sheets, war on the European
continent and inflation. “The things going on, most
investors have not seen in their careers, which makes
it difficult,” he says. “At the same time, I think this too
shall pass. Things will normalize.”

Along the way, Sarah Ketterer, CEO of Causeway
Capital Management LLC says the current tighten-
ing, “if it’s anything like the expansion of liquidity, it
may go on for a while.”

“What’s on the other side of this? It’s very hard to
know,” she adds. “But what we do know is that we
can’t have any more massive liquidity. We’re unlikely
to see any more massive fiscal largess.”

Across several presentations made at the conference,
the subject of international investing was the focus for
a variety of different asset managers and those gath-
ered to attend the hybrid conference presentation.

View, counterview

In discussing inflation, David Giroux, portfolio
manager with T. Rowe Price says very few people
believe inflation will be running above eight per cent
forever. He adds that there is a demographic issue that
isn’t talked about enough, that is, the working age
population in the U.S. is growing below one per cent.
“That will constrain economic growth. It will also put
a little bit of upward pressure on wages,” he adds.

“Productivity, which has been lagging, has been a
little bit lower than we would have thought, will prob-
ably get a little bit better over the next five or ten years,
whether it be some technology, some automation and
investments that are going on in the economy.”

In discussing pricing power, Moore says in general,
large and mega cap companies have had a much better
success rate of passing on higher prices, negotiating
with their suppliers, “and really controlling their input
costs. As we think about the inflationary impact on
margins, it’s not just industry or company specific, but
it’s really around size. I think smaller companies are

>

22 INSURANCE JOURNAL OCTOBER 2022



(= i
ma:nunlh
S B gEapps s
S I I Y i

L

as a

¢

Financial security advisor
refers to Desjardins Financi
related trademarks are trade

uebec and as a Life insurance agent in Ontario. DE
curity Life Assurance Company. DESJARDINS, D!

ks of the Fédération des caisses Desjardins du QL
1 \
i F |

A


https://ad.doubleclick.net/ddm/clk/539969548;348245600;z

INVESTMENT

going to have a much more challenging environment.”

Discussing her positioning, Moore adds that the
managers have balanced out some risk taken in tech-
nology and consumer stocks, with increased expos-
ure to energy, industrial metals and agriculture, “All
places where we actually see continuous inflation,”
he says.

Simnegar says he tends to avoid energy in general,
“unless I see a compelling longer-term story, which I
don’t,” he says, adding that he is bearish on oil, higher
prices being a temporary phenomenon.

A look at emerging markets

Getting outside of the U.S., then, the conference’s
sessions also focused on international opportunities —
a very challenging environment, Moore says.

From a governance and regulatory standpoint alone,
there are a lot of interesting questions, says Mike
Tian, portfolio manager with WCM Investment
Management. “These can have a very heavy influ-
ence in terms of how a company performs for a long
period of time.” The formal drivers of governance,
meanwhile — securities market regulators or their
equivalent — he adds, are generally weaker than what
North American investors might be used to.

Things he focuses on include nepotism,
related party transactions, and family-
owned business entanglements.
“That’ll give you a much better
clue as far as how this company is
able to treat minority shareholders,
much more so than we can read in

a proxy statement,” he says.
“The beauty of emerging markets,
there’s so many different econ-
omies, so many different
business models that you
can expose yourself to,
that you don’t have to
bet on one thing,” says
Caroline Cai, managing
principal and portfolio
manager with Pzena In-
vestment Management.
Regulatory develop-
ment can move far more
quickly, as well, forgoing
the customer commentary
periods and passing of
laws that is more typical
in Canada and the United
States if a government or
sovereign wants some-

thing done.

In addition to incredible
stock level volatility, Tian
says emerging markets
are also very retail
driven. “China is an
extreme case, but

it’s by no means the only case. (Tian also refers to
Korea and Taiwan as also being very driven by retail
investing.) Onshore China, I believe 85 per cent of
trading is by retail investors. Which is one reason you
get these crazy cycles all the time,” he says.

As for why emerging markets are sensitive to rates,
Gordon Fraser, managing director and lead port-
folio manager with BlackRock says this is because
the countries take capital from the world and often
borrow in dollars.

“Central banks do not have monetary policy in-
dependence, they have to have one eye on what’s hap-
pening at the Fed,” he says. “When the dollar appreci-
ates versus a local currency, the value of that stock,
and the debt servicing costs on that debt increases in
local currency terms.”

The managers discussing emerging markets then
turned to the importance of active management in
emerging markets investing. Fraser says the reason
active investing works is twofold: First, there are more
levers — managers can make a country decision, a style
decision and then a stock decision before deploying
capital. Unlike developed countries too, where infor-
mation is readily provided, in emerging markets, more
time spent working on the ground doing homework is
needed to get an edge.

China

Interestingly, Moore says China is one economy pre-
senting a challenge in this respect.

“As someone who has been a student of China, who
spent much of my career being a Chinese investor,
the fact that I have not been to China since December
2019, nor have most international investors, means
that our grasp of what’s going on on the ground has
pretty much disappeared,” she says.

“It’s harder to get an inside edge. You’re certainly
not getting that inside edge from policy makers. Does
this mean you stay away from China? Absolutely
not, but you have to have a team on the ground that’s
more involved in order to take some of that risk. That
team also needs to have good connections and a good
understanding of the regulatory environment and the
impact that’s going to have on the equity market. I
think China’s a more challenging but potentially more
interesting opportunity at this point.”

Simnegar, on the other hand, in a separate conver-
sation held at the May conference, discusses why he
sold his Chinese holdings. “I still have a positive view,
relatively speaking, on the Chinese economy,” he says,
but adds that Chinese companies are likely going to
be under enormous pressure to do as the government
says.

“From 1980 to 2020, I think China did an excep-
tional job. That’s probably the greatest alleviation of
poverty in world history.” This was done, he says, with
a capitalist economy and a communist political system
that was relatively hands off.

More recently however, the government’s crack-
down on business owners deemed to be disrespectful
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of the government, has sent a chill through some investment teams, as have actions
to unwind initial public offerings that were effectively done deals.

“The third thing that happened is they went after the education sector,” he adds.
“I went from being positive about China, being overweight,” he says. “Now I don’t
own Chinese stocks in general, because I think they’re going to have to do a lot more
social spending to be in the good graces of the government.”

Those who do like China, however, say the closed capital market has a lot of do-
mestic liquidity. “Highly liquid, highly diverse,” Fraser says. “To that end, you can
find a lot of interesting opportunities.”

On deglobalization and onshoring

Despite the political will to bring supply chains closer to home, managers say one
of the reasons this hasn’t happened quickly or at all, despite the rhetoric, trade wars
and tariffs, is that the infrastructure needed isn’t as easily replaced as some might
have people believe.

“It’s not just about production facility, it’s not just about the cost of labour, it’s
about the entire trade infrastructure that exists. It’s about the financial system, the
legal system. It’s not just about the ports. China has done a really good job of build-
ing up all of the necessary soft and hard infrastructure around production and it’s
not easily substituted. You can’t just move to Mexico and expect to have everything
you need,” Moore says.

“It’s extremely expensive. How companies manage that expense of shifting their
production, investing in new facilities, training new people, making the necessary
licensing investments and well, how that shows up in their margins, I think is going
to be a big question mark over the coming year. A longer term story, but one that I
think will start now.”

Investing themes and ideas

Simnegar meanwhile, says the trend of companies rebuilding sensitive parts of the
supply chain closer to home and home markets, is a major trend. Because wages are
high and workers are scarce too, he says he expects to see more automation in the
future. “You want to own companies that are very much geared towards providing
solutions in terms of automation, software, hardware and so forth. I think this is
going to be the new trend. I think longer term it’s very bearish for emerging markets
and bullish for developed markets because I think there’s going to be a lot more job
creation in developed markets relative to emerging markets.”

As for the impact this might have on margins, Ketterer says it very much depends
on the business. She adds that the reason she started adding financials to his portfolios
is because these don’t have the same problems faced by companies depending on
manufacturing supply chains. Financials were also attractively priced following the
Russian invasion.

Simnegar on the other hand, owns a few banks but generally thinks they are a
commoditized business. “Most people don’t care where they get a loan from, they
just want the lowest rate. Most people are going to put their deposits where they get
the highest rate. There’s very low loyalty. Someone who loves, on the other hand,
Louis Vuitton or Cartier, that brand has value and they’re willing to pay a premium
for it. Someone’s not willing to pay a premium to get a loan from Bank of America if
another bank offers them a lower loan,” he says. “They’re going to move their money.
Because of that, it’s a commodity business. I tend to avoid them.”

Ketterer meanwhile says stocks that do best coming out of a recession are typically
cyclical. “They’re very economically sensitive. Industrials, materials and financials.”

Security software and cyber software opportunities were also noted as being incred-
ibly interesting. “Two areas where every CFO or CTO would rather quit their job
than quit their spend,” Moore jokes.

Finally, of downside risk, Cai says an open mind about what those risks are is ne-
cessary. “You have to be very open-minded about what catastrophe looks like. That
should inform both the sizing at the individual position level but also country. We
always think of it as one factor — what is the one thing that can lead to a bad outcome
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for a wide swath of names in the portfolio and what’s the downside exposure you
have to that.”
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GROUP PLANS

Reining in reimbursements
to stave off collapse

Drug costs skyrocketed in private group plans in 2021 due to high-cost medications and growth in prescriptions for
traditional drugs. As employers struggle to control these costs, experts offer several ways to mitigate the impact.

BY ALAIN THERIAULT | IMAGES: PEXELS



he major reports on drug trends are not very

rosy at first glance. They all point to growth

in spending on high-cost drugs in private

group insurance plans. Each of these so-
called “specialty” drugs amounts to an annual spend-
ing of $10,000 or more per claimant.

Such drugs can cost hundreds of thousands of dol-
lars a year, TELUS Health said in 2022 Drug Data
Trends and National Benchmarks. The report analyzes
the claims of 5.2 million certificate holders in 2021. It
shows that in private group plans, the average monthly
eligible amount per drug claim jumped 8.9 per cent in
2021 compared with 2020. TELUS Health notes that
the increase is well above that recorded in each of the
previous four years.

In the 2022 edition of its Prescription Drug Trend
Report, Express Scripts Canada (ESC) says that
estimated annual spending per claimant rose 6.8 per
cent for specialty drugs in 2021 versus 2020. By com-
parison, traditional drugs saw a 3.7 per cent increase.
Overall, spend per claimant was up 4.9 per cent.

Blockbuster drugs are multiplying, and novel thera-
peutics are emerging, Express Scripts Canada notes.
“While sophisticated gene therapies and biologics
promise to more effectively treat diseases, includ-
ing cancer, these drugs come with price tags that are
straining benefit plans,” its report reads.

Despite the decline in the number of insureds sub-
mitting claims over the past two years, costs are still
rising, TELUS Health points out. Four of the top 10
drug categories by claim amount are specialty drugs,
the company adds.

According to our sources, TELUS Health and ESC
dominate the Canadian market for digital drug pay-
ment service providers in private group insurance.
TELUS Health is the primary provider in the market.

Caroline Le Pottier, consultant pharmacist at
TELUS Health, mentions that the average monthly
eligible amount per claim was up 8.9 per cent in 2021
versus 2020. “Fewer than two per cent of claimants
submit annual eligible amounts that exceed $10,000.
These claimants represent 40 per cent of the total eli-
gible amount in 2021, compared to 33 per cent five
years ago,” she told Insurance Journal. She adds that
0.03 per cent of applicants accounted for nearly 6 per
cent of the eligible amount in 2021.

TELUS Health predicts that if current trends con-
tinue, specialty drugs could make up almost half of
the average eligible amount per certificate (insureds
and their dependents) by 2026, or $55 of the total $111
per certificate.

A major Canadian brokerage does not expect the
rise in specialty drug spending to abate. We’ve seen
it all before, says Mike McClenahan, Vice-President
Partner Solutions at Benefits By Design (BBD), a
subsidiary of People Corporation. McClenahan is
also president of the Third Party Administrators’
Association of Canada (TPAAC).

He estimates that specialty drug spending can repre-
sent 26 per cent to 30 per cent of a plan’s total spending,
depending on the administrator or insurer consulted.
“That percentage has been growing. No question that
we’re going to continue to see this broadly increasing
drug costs,” McClenahan says.

ClaimSecure is a third-party payor of drug claims
acquired by Canada Life in July 2021. Vice-President
Sales Dave Wowchuk shared a presentation with In-
surance Journal that tracks the evolution of specialty
drugs. In 2005, there were 125 specialty drugs, cost-
ing between $10,000 and $30,000. In 2012, he iden-
tified 279, with the upper range reaching $100,000.
By 2020, the number of specialty drugs had grown
to 630, with the high end of the range soared to $1.5
million. Wowchuk says that between 2012 and 2020,
new treatments have emerged, including gene therapy
and other specialty drugs launched to treat asthma and
chronic urticaria.

Dave Wowchuk says the growth in drug costs has
been tracking inflation for years. “The big change is
the increase in the utilization. People are using more
drugs as they age.” Wowchuk adds that the substitu-
tion of less expensive drugs and drugs that genericised
into newer high-cost innovative drugs that are brand
names is also a factor. “That gives you an increase in
the overall cost greater than CPI,” he explains.

According to the Patented Medicine Prices Review
Board (PMPRB), sales of biologic drugs have more
than tripled over the past decade in Canada. At $7.7
billion in 2018, they made up nearly one-third of all
pharmaceutical sales. “This placed Canada among the
top-ranked countries in the OECD in terms of per cap-
ita spending,” the federal agency notes, adding that
biosimilars accounted for only 1.9 per cent of Can-
adian biologic spending.

The situation is changing rapidly, new reports re-
leased by the PMPRB in April 2022 confirm. The
agency observes an increase in the number of new
drugs approved, and a large number of drugs in de-
velopment. “Nearly 8,500 new medicines were under
clinical evaluation globally in 2021, including 663
vaccines and therapies for the prevention and treat-
ment of COVID-19. Over one third of those in late
stages of evaluation were indicated to treat rare dis-
eases,” its website reads.

Drug life cycle

Frédéric Leblanc, Strategic Advisor, Drug Program
Management, at iA Financial Group, agrees that in-
novation in treatments is quite apparent, but such
trends have held sway for the past 10 years. “They
are related to the life cycle of drugs, based on the
innovation-driven business model of pharmaceutical
companies,” he says.

For example, many expensive drugs now treat dis-
eases such as cancer, inflammation and neurological
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problems. Leblanc says the costs are now concentrated
in this category of medicines. “In the last five years,
two or three drugs have come on the market to treat
multiple sclerosis, and the hope is that they will slow
the progression of this disease,” he says.

The picture was quite different around the year 2000.
“Twenty years ago, breakthrough drugs treated chol-
esterol, depression, diabetes, ulcers, etc. Today, these
drugs are still around, but at a fraction of the cost,
because generic drugs are available,” he says. He sees
the most innovation in cancer drugs.

“The range of treatments is expanding, and that’s
a good thing. Many treatments increase patients’ life
span and bring about a marked change in their quality
of life. We’re always getting more bang for our buck.
We’re spending on a different basket today than we
were 10 years ago,” Leblanc points out.

Volume also counts
Some feel that the role of traditional medications in
the rising cost of drugs in group plans should not be
underestimated. According to the TELUS Health
report, drugs for depression have moved to
fourth place in the top 10 drug categories.
More specifically, antidepressants climbed
from fifth to third place for claimants aged
20-39 and 40-59, the report adds.
“While this is in part due to a drop in the
asthma category’s share of the total eligible
amount [editor’s note: including co-insurance,
i.e. the portion paid by the insurer and the por-
tion paid by the member], it also reflects ongoing
mental health challenges that have likely been in-
tensified by the pandemic,” writes Martin Belanger,
Vice-President, Health Benefits Management for
TELUS Health, in the foreword to the report.
Bélanger adds that the diabetes category is steadily
gaining on rheumatoid arthritis, which has long dom-
inated across categories based on eligible amounts.
This suggests a correlation between the increased use
of diabetes drugs and rising obesity rates, Belanger
notes.
Caroline Le
Pottier says
traditional
drugs
are also
driving
costs up-
ward, due
to the volume of
requests. “Expensive
drugs are for a very small
population. Conversely, less
expensive drugs are used by a very
large population, but represent a big ex-
pense in terms of volume.”

For example, Le Pottier notes that many people need
care because of diabetes. “If the therapeutic costs for
that category go up, it impacts a lot of patients.” She
also brings up antidepressants, whose increase over the
past two years is fuelled by the exceptional situation
created by COVID-19. “In terms of cost, the increases
may seem sustained, but the good news is that it means
patients are being treated well. We shouldn’t just look
at the increase in drug costs. People are getting back to
work faster because they are getting good treatment,”
says Le Pottier.

Paying to switch to biosimilars

Despite the rising costs of the drug portion of plans,
Frédéric Leblanc remains confident. “We haven’t
reached the breaking point yet,” he says. To control
costs, he advises employers to change their plans’
structure. For example, the employer can adjust the
co-insurance rule, restrict the list of reimbursed drugs,
or limit reimbursement to the lowest price (switch to
generics).

There is a significant difference between what is
possible in Quebec versus the other provinces, he
continues. In Quebec, the public drug insurance plan
changes the game. In Quebec, group insurance must
come with drug coverage, unlike in the rest of Canada.
This coverage must include at least the drugs listed in
the public plan.

The fact that provincial governments are taking steps
to force a shift from specialty drugs to biosimilars is
helping ease the pressure on private plans. The British
Columbia government has been doing so since May
2019, and the Quebec government since April 2022.

TELUS Health says in its report that the impact of
biosimilar biologic drugs is promising, based on data
collected in British Columbia. That data show that
private plans in that province have seen the share of
lower-cost biosimilar drugs skyrocket from seven per
cent of the eligible amount for biologics in January
2019 to 65 per cent by the end of 2021. “In terms
of savings, by the end of 2021 the relative eligible
amount per claimant in B.C. for a biologic was 66 per
cent of what it was in January 2019,” the report states.

Caroline Le Pottier points out that most specialty
drugs are biologics. “There have been sizable de-
velopments in biosimilar drugs. British Columbia has
been very advanced with a strategy to control costs by
switching patients from the original molecule to the
biosimilar. Private insurers are also using this strat-
egy,” she says.

She adds that other provinces have made the leap to
biosimilars, but their strategies differ. British Colum-
bia and Quebec are forcing the transition from biologic
to the biosimilar equivalent even for existing patients.
Some provinces and territories are doing this only for
new patients, while existing patients remain on the ori-
ginal molecule, she says. “Provinces such as Manitoba
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have a slightly more complex system that is a step up:
drug therapy. The patient tries biosimilar drugs first,
and switches to the biologic drug only if the biosimilar
fails,” she explains.

Le Pottier says the biosimilar market is booming.
“For every biologic drug, there may be several bio-
similars being developed. For example, the biologic
drug Humira, intended to treat inflammatory diseases
such as rheumatoid arthritis, had about 10 biosimilars
by March 2022,” she says.

Frédéric Leblanc emphasizes that the transition to
biosimilar drugs will be a pillar of cost control for iA
in 2022. There are currently 13 specialty drugs for
which biosimilar versions exist, he says. Two of these
biologic drugs are blockbusters: Humira and Rem-
icade. “These two drugs can account for 10 per cent
of a plan’s spending.”

Don’t expect prices to drop as much as they have
with generics. “It’s not as easy to go after savings with
biosimilars as it is with generics. The transition to a
biosimilar drug is much more complicated,” Leblanc
explains. For example, a biologic drug is not synthe-
sized in a lab; living cells are needed to be able to
produce it, he says, adding that it is also more difficult
to copy. As a result, some doctors and patients are re-
luctant to make the transition, he says.

Despite these obstacles, Leblanc believes that his
strategy implemented in 2021 has been quite success-
ful. “We started the transition to biosimilars and we
have an excellent response so far with insured people,
including a targeted and personalized communication
campaign with each person who was taking a biologic
for which there was a biosimilar on the market,” he
says.

After he’s been notified by the insurer, the insured
has six months to switch to the biosimilar for Humira
or Remicade, for example. After that time, the insurer
applies the lowest price rule.

Treatment with each of these biologicals can top
$20,000 per year. Both of these drugs have biosimi-
lars that are 40 per cent to 50 per cent cheaper. For
the 13 biologic drugs targeted by iA for transition, 75
per cent of claims are for biosimilar drugs up front,
Leblanc says. “If you look at the 13 products alone,
the savings are as high as 40 per cent. The downward
effect on a plan’s overall annual costs is estimated at
4 per cent to 5 per cent.”

Frédéric Leblanc mentions that insured individuals
who have made the transition to biosimilars can save
considerably. In his view, such an approach allows
plans to obtain competitive prices and access to state-
of-the-art treatments.

Marie-Héléne Dugal, Manager of Drug Manage-
ment Solutions at Medavie Blue Cross, thinks spe-
cialty drugs are becoming increasingly important. “We
see that three quarters of the drugs launched each year
are specialty drugs.” Even so, she does not believe this
trend threatens plan viability for now. “To afford the

latest scientific advances, you have to find room in the
budget,” she says.

Dugal adds that labour shortages are driving com-
panies to offer employees attractive plans, as infla-
tion propels prices upward in many industries. “It’s
important to have the right balance between access to
innovative drugs and cost management to ensure plan
sustainability. Managing specialty drugs well requires
rigorous evaluation of individual drugs,” she believes.

At Medavie Blue Cross, a committee has been ex-
amining this issue for 25 years, Dugal adds. Its role is
to evaluate new drugs and add those that produce the
best results relative to their associated costs to plans,
she explains. In the industry, this offering by insurers
to customers is referred to as a managed formulary.
“If we look at it from the employer’s perspective, it’s
easier to demonstrate the value of a drug that reduces
absenteeism and promotes a quicker return to work,”
says Dugal.

She points out, however, that the formulary strategy
does not apply in Quebec, where insurers must at least
cover what is on the public drug plan list of the Régie
de I’assurance maladie du Québec (RAMQ). The
Institut national d’excellence en santé et en services
sociaux (INESSS) decides on this list and reviews it
regularly to include new drugs.

“When governments add drugs to their formularies,
they get a chance to negotiate prices with pharmaceuti-
cal companies. Insurers also have negotiating power,
once they have evaluated a drug, and can discuss with
pharmaceutical companies to see if there are issues
with the price, compared with other drugs that are al-
ready covered,” Marie-Héléne Dugal explains.

Corporate clients can also use other strategies to re-
duce their group plan costs. In addition to insurers,
group insurance firms, third-party payers and group
plan administrators are advising businesses on several
promising avenues. ¥
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Drug cost controls:
Capping expenses popular

Quebec has carved out its own path.

BY ALAIN THERIAULT

ike McClenahan, Vice-President Partner
Solutions at Benefits By Design (BBD),
a subsidiary of People Corporation,
says he supports advisors in developing
benefits strategies and solutions. The People Advan-
tage program is one such strategy. This program offers
participants a discount on the purchase of drugs and
other products through an exclusive network of phar-
macists (including Rexall, Pharma Plus and Cost-
co). Certificates are also available to participants who
purchase glasses or contacts from IRIS. In addition,
clients can save on speech therapy fees for children.

Capping expenses through the use of managed drug
formularies is another solution commonly seen out-
side Quebec. Express Scripts Canada president Dr.
Dorian Lo recommends this approach as a cost con-
trol method in his report on prescription drug trends.
The key to reining in high costs, he says, lies in man-
aged drug plans that balance comprehensiveness and
affordability.

Managed care formularies, product-listing agree-
ments and step therapy (where expensive drugs are re-
imbursed only when a less expensive drug has failed)
are examples of tools that can help sponsors ensure
that members have equitable access to drugs provided
through sustainable plans. Also known as tiered reim-
bursement, this strategy is not permitted in Quebec.

Express Scripts Canada (ESC) states that for man-
aged plans to work, three key elements must be in
place:

1. Drug choices should be aligned with clinical

guidelines

2. Participants must be engaged, to make informed

choices

3. The plan must meet the needs of patients with

complex health issues.

ESC’s Dynamic Therapeutic Formulary, for ex-
ample, covers certain drugs at different reimbursement
levels, “encouraging doctors and patients to choose
clinically effective drugs that are also affordable,”
Dorian Lo explains.

People Corporation offers a program called

Formulary Guard, which allows plan sponsors and
members to manage specialty drug expenses more
effectively.

In research conducted with roughly 4,500 of its em-
ployer clients, People Corporation measured changes
in drug reimbursement limits over the past 10 years in
five-year increments:

Annual reimbursement limit 20M
None 63%
$1,000 6%
$2,500 6%
$5,000 3%
$10,000 20%

Source: People Corporation

ClaimSecure also offers such programs, says Vice-
President Sales, Dave Wowchuk. For example, For-
mulary Protect and Formulary Protect Plus target
high-cost drugs. The goal is to protect the plan from
the risk of having to pay more than $10,000 for a drug.
However, the health claims management firm does not
offer these two programs in Quebec, where private
plans are required to cover any drug listed on the Que-
bec public plan.

Formulary Protect and Formulary Protect Plus do
not cover specialty drugs that are listed on a provincial
or federal government formulary. Formulary Protect
Plus will, however, cover a specialty drug that is not
listed on any government formulary if the patient has
attempted and failed at all government covered op-
tions and the drug meets ClaimSecure’s clinical
criteria.

2016 2021
56% 49%
7% 7%
9% 9%
7% 15%
21% 20%
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THE 10 LARGEST LIFE AND HEALTH INSURERS

Concentration declined slightly in Canada in 2021. The 10 largest life and health insurers control 88.8 per cent of the market share in Canada, or
$70.3 billion in premiums. This is down 0.4 percentage points from 2020, when they had an 89.2 per cent market share. They did, however, gain
1.6 points from 2019, when they held an 87.2 percent market share.

Insurers outside the Top 10 had an 11.2 per cent market share in Canada in 2021, or $8.9 billion in premiums.

Rest of industry

Canada Life
Equitable Life Insurance /\
BMO Financial Group
10 insurers shared
Medavie Blue Cross* (o)
88.8%
RBC Life of the Canac.iian market in 2021**
Total premiums for the top 10:
$70.3B .
* Sun Life
Beneva 2020: 89.2% ($64.4 B)
Desjardins
iA Financial Group Manulife

Source: MSA Research; *The Insurance Company. | **As of December 31, 2021 | $B: Billions | Market shares presented in the chart have been rounded to one decimal place. As a result,
the industry total may not add up to exactly 100 per cent. Compiled by Insurance Journal.

COMPOUND ANNUAL PREMIUM VOLUME GROWTH FOR THE TOP 10 LIFE AND HEALTH INSURERS IN
CANADA

Canada Life, the number one ranked life insurer in Canada, has a 5-year compound annual growth rate (CAGR)* in Canadian premium
volume of 1.73 per cent. By comparison the 5-year CAGR for the Canadian life and health insurance industry is 5.46 per cent. This means
that the insurer was less efficient than the industry as a whole in terms of premiums from 2016 to 2021.

1year 2years 3years 4 years Syears

(2020-2021) (2019-2021) (2018-2021) (2017-2021) (2016-2021)

Canada Life 1.90% -0.33% 0.23% 0.23% 173%
Sun Life 4.98% 5.60% 5.57% 1.38% 1.35%
Manulife 511% 3.01% 1.23% 317% 1.35%
iA Financial Group 20.25% 10.91% 11.89% 11.66% 10.73%
Desjardins Insurance 20.26% 997% 6.59% 6.47% 6.15%
Beneva** 197% 1.84% 8.68% 1.38% 1.01%
RBC Life 26.76% 13.96% 6.23% 4.70% 10.52%
Medavie Blue Cross** 9.09% 6.92% 5.86% 6.41% 1.03%
BMO Financial Group 49.66% 10.27% 4.96% 1.08% 10.75%
Equitable Life Insurance 12.73% 8.80% 10.43% 1.61% 12.02%
INDUSTRY OVERALL 9.67% 5.35% 491% 5.33% 5.46%

The top 10 is ranked by 2021 direct premium volume. Some companies in the table are groups.
*Investopedia defines the compound annual growth rate as “the mean annual growth rate of an investment over a specified period of time longer than one year.”
Source: MSA Research; **The Insurance Company. Compiled by Insurance Journal.




CHANGES IN MARKET SHARE OF THE LARGEST LIFE AND HEALTH INSURERS IN CANADA

The top eight seats in the Top 10 of Canada’s largest life and health insurers are occupied by the same insurers, in the same order, in both 2021
and 2020. In contrast, considerable jockeying occurred in the bottom two positions.

The loser of the game of musical chairs was Empire Life, which has dropped out of this ranking. The insurer had regained tenth place in 2020,
after losing it in 2017. Equitable Life Insurance fell to tenth place in 2021, with a 1.77 per cent market share, from ninth place in 2020. BMO
ranked ninth in 2021, with a 1.95 per cent market share. The insurer had been squeezed out of the Canadian Top 10 in 2020.

At the top of the rankings, Canada Life is seeing a decrease in market share for the fourth year in a row: From 25.03 per cent in 2017, it
declined to 23.53 per cent in 2018, 22.92 per cent in 2019, 22.09 per cent in 2020, and 20.52 per cent in 2021.

30%
Canada Life
20% Sun Life
Manulife
iA Financial Group
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Canadian qualification pathways now
available for actuaries’ education

Canadian Institute of Actuaries offering pathways to graduates of 11 accredited universities in Canada.

BY SUSAN YELLIN

he Canadian Institute of Actuaries (CIA),

whose qualification system has been largely

relying on U.S.-based providers, is now tak-

ing ownership of the education of actuaries
in Canada.

Joseph Gabriel, FCIA and actuary, Education at the
CIA, said that since 1965 U.S.-based actuarial organ-
izations have been taking a major role in educational
activities used for qualifying actuaries in Canada.

Gabriel said that in the past 57 years the Canadian
system has been using American actuarial organiza-
tions to achieve their education. He said these groups
also cater to a global audience, with sections of the
curriculum adapted to the Canadian environment.

In June 2021, the CIA board endorsed the develop-
ment of three new qualification “pathways,” including
new steps for ACIA (Associate of the CIA) and FCIA
(Fellow of the CIA).

Through these new pathways, qualified Fellows of
other recognized actuarial organizations can use Can-
adian experience or a fast-track exam route to become
an FCIA. There are also options for associates of other
recognized actuarial organizations and affiliate routes
to accommodate actuaries from around the world.

“They have to be fully qualified to meet Canadian
professional requirements,” said Gabriel. “We want
to keep our system inclusive.”

The new pathways were effective Jan. 1, 2022, with
the new Canadian Pathway available for university co-
horts of Fall 2021. The CIA is presently in a transition
phase with the program. It expects full deployment
in 2025.

The new Canadian pathway is available to gradu-
ates of 11 accredited universities in Canada, catering to
about 6,300 members in Canada. For comparison, the
medical professional community is made up of more
than 92,000 members.

For those who want to follow the Canadian pathway
there are ways to evaluate past education with the new
requirements — or if they don’t want to transition in
they can continue with their current studies and exams
and be welcomed once they get their designation from
another recognized actuarial organization.

The changes being made will help improve access-
ibility and maintain quality, as well as trust in the
profession. It will also improve the educational ex-
perience for actuaries who are getting their Canadian
qualification, said Gabriel. [N

Joseph Gabriel
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Help your older clients deal with
a difficult financial environment

Some clients may need to hold off retirement until the markets improve.

BY SUSAN YELLIN
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ith ongoing talk about inflation and in-
terest rates, some seniors, even those
in more affluent circles, are being worn
down by the negative financial news
and are stretching themselves beyond their previous
comfort zones, while many others should be concen-
trating on how they can preserve their estates and pass
them on to the next generation.

Léony deGraaf Hastings, an independent certified
financial planner in Burlington, ON, said many seniors
have retired with debt, mainly as a result of helping
out their adult children, and are feeling the pinch of
rising interest rates.

Many are wondering whether they should withdraw
a little more out of their RRIFs or other plans to meet
their immediate cash flow needs. Others are asking
deGraaf Hastings whether they should get out of some
mutual funds and buy five per cent GICs for the next
six months or a year.

“A lot comes down to risk tolerance,” she said. “I had
a client pull his LIRA out because his adult children
wanted him to put the finances into cryptocurrency. I
made him sign off on a waiver that I didn’t agree with
what he was doing and that he was taking on much too
much risk but he decided to do it anyway.”

She suggests to some clients who
had been preparing to retire
to hold off (if they can)
and bring in a little
more cash flow so
they don’t have
to dip into their
investments,
particularly
when mar-
kets are

down.

deGraaf Hastings sends out a weekly newsletter and
this past year she’s suggested to her senior clients that
they stay the course, ignore the headline noise and
realize that what’s happening with interest rates and
markets is just part of an ordinary investment cycle.

“We have to take a down year every few years and
remind clients of March 2020 when it looked like the
end of the world with markets down 37 per cent — but
they rallied back and posted a 20 per cent return.”

Mark Halpern, CFP and CEO of WEALTHinsur-
ance.com, said he’s seeing a number of clients move
into alternative investments, connecting to organiza-
tions that are more pension or institutional-like, such
as buying a piece of a Port Authority in Los Angeles
or taking a small chunk of 50,000 apartment units in
Dallas.

“Those are things that help you get better returns
with low risk,” said Halpern.

But he said many wealthy seniors don’t realize that
they are the custodians of their money for the next gen-
eration and need to watch where they put their funds.
Right now, said Halpern, too many wealthy seniors
are partnering with Canada Revenue Agency (CRA),
rather than sheltering money in permanent tax value
insurance.

Help clients see reality

People like investing, but unfortunately, said
Halpern, they’re not that keen on planning. A qualified
financial advisor should make these clients see reality:
they may have a statement saying they are worth $20
million, but some key number crunching will unveil
that they are worth only $15 million. The remaining
$5 million will ultimately go to the tax department.

He gives the example of a 55-year-old business
owner who will have estate taxes due on the death of
the second spouse when registered money in Ontario
will be taxed at 53.53 per cent, said Halpern. The gov-
ernment will take 26 per cent of many investments,
like real estate, business appreciation or money made
in public securities in Ontario. So, if a person origin-
ally invested $100,000 and it’s now worth $500,000,
$125,000 will go directly to the government in taxes
on death. And that’s not including other costs like pro-
bate taxes.

“If you do all that work you realize you’re not worth
as much as you think. Wouldn’t it make sense to sit
down with a certified financial planner and put togeth-
er a snapshot of where you are and where we’re going
and maybe do what we can to preserve that money for
your family?”
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Nowadays, more people are investing in TFSAs
and RRSPs because their money grows tax free. But
Halpern notes that the downside to that is that people
can only put in $6,000 a year. Older people need to
know about permanent tax value insurance that grows
tax free and can be accessed tax free, he said.

With markets going through a downturn, many
people are turning to insurance because if properly
structured they can buy insurance policies that won’t
have a negative experience. Their money is tax shel-
tered and on their death it’s paid out tax free, said
Steve Meldrum, CFP, a corporate insurance specialist
in Medicine Hat, Alta.

Those who have their own businesses also need to
take a look at what kinds of products are available to
them with the least amount of taxation.

Transferring wealth
For example, Meldrum has a 42-year-old client
who recently sold his business for $50 million. Now

he wants to put in place concepts that will help him
shelter his money or transfer the money to the next
generation.

If the client invests the money, then it will create
a capital gain or income taxes every year. But if he
takes some of that capital immediately and puts
it into an insurance policy the money will
grow tax sheltered for a duration of time,
said Meldrum. “Then when the parents
feel that the child can manage it, they can
transfer that policy with zero tax issues to
the child.”

A number of middle- and upper- class seniors
want to leave money to their favourite charities. If
they donate a security they get a tax credit, but if they
do it inside a corporation, they also receive a tax de-
duction for the donation plus additions to the capital
dividend account which allows them to move other
assets out of the corporation tax free. “So, they get a
double benefit.”

Inflation and interest rates pose
challenge for retirees

Market conditions have impacted the financial security of Canadian retirees.

BY SUSAN YELLIN

ith high inflation and rising inter-

est rates, Canadian retirees and those

hoping to be retired soon are facing a

“real challenge” when it comes to their
finances, says the executive director of Boston-based
Natixis Center for Investor Insight.

In an interview, Dave Goodsell said many retirees
may be facing difficult times as some of their invest-
ments are hit with both rising interest rates and higher
inflation, forcing many retirees to take money out of
an increasingly smaller pool.

“It’s a challenge to replenish the assets there because
you’re older. You don’t necessarily have the time for
it to rebuild and you certainly don’t have the risk ap-
petite to pursue greater returns as well,” said Goodsell.
“So, it’s a real challenge for those looking to retire this
year. That being said, there are years when markets are
up and it’s less of a challenge, but this does strike a
big chord for us.”

In its Global Retirement Index 2022, Canada fell to
15™ place from 10" spot on the financial security and
well being of retirees, mainly because of market condi-
tions, tax pressures and an aging population.

“In a year on track to be one of the worst on record
to retire, the market downturn coupled with runaway
inflation and successive interest rate hikes poses an
immediate threat to retirees and suggests the need for
new thinking about retirement planning and policy,”
said a Natixis news release.

For Quality of Life, Canada maintained its 16" place
ranking in the Natixis survey, and held on to its rank-
ing in the health sub-index.

One of the major issues facing many sectors, is the
growing percentage of seniors in Canada. A recent
Fraser Institute study indicates the share of Canada’s
population aged 65 or older increased from 14.1 per
cent in 2010 to 19 per cent in 2022.

Goodsell said he was told by an advisor in Ireland
that some people who had hoped to be retired by now
are holding off until the worldwide financial situations
change.

According to the Natixis survey, the biggest retire-
ment planning mistakes Canadian investors make are:

* Underestimating how long they will live: 65%

+ Underestimating the impact of inflation: 61%

+ Forgetting to factor in healthcare costs: 60%

» Not understanding sources of income in

retirement: 51%

+ Being too conservative in investments: 48%

“Many challenges appear to be short term, but it is
probably the best opportunity for a financial advisor to
have this conversation with clients while it’s fresh in
people’s minds,” said Goodsell. One of the things that
investors want from financial advisors is guidance on
income as well as financial planning, he said.

He added that Millennials, those born between 1981
and 1996, are already interested in retirement income
planning.
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How to get the Top of
the Table mindset

Following three key principles, can help you achieve sales success.

BY SIM GAKHAR

o one gets to Top of the Table without a Top

of the Table Mindset. For me, there have been

three core mindsets that have made all the

difference. It doesn’t happen overnight, but
when you start with these three principles, you are on
your journey to the top.

Break it to fix it: If you aren’t achieving at the level

you want, then you must make changes. | say you

must break what you are doing today and fix it to fit to
the level you want. This means you “break it to fix it”.
Breaking means breaking with your old ideas. There are
no new ideas but there are a lot of great old ideas.

All you need to do is adopt the ideas that other
successful advisors use and then adapt them to suit
your business to reach the new level of performance
you want. This is reusing and recycling proven
successful ideas in your practice. Borrow successful
ideas and make them yours. For instance, my initial
mindset was to reach as many people as | could on
the individual side and write as many applications

as possible. Then when | discovered the concept of
corporate-owned insurance, all | had to do was use the
same mindset but apply it to the business needs of the
same people. This switch to the corporate side was a
game changer as the new corporate mindset resulted
in writing fewer but much bigger policies and reaching
the top.

| broke with my original mindset to fix it. | broke the
mindset of multiple policies with smaller premiums and
approached the same clients on the corporate side of
the business to write bigger premium policies. The net
performance gain was a production multiplier.

My most impactful mindset change to consider myself
a “problem solver” rather than a “prospect finder”. |
positioned myself in my marketplace on social media
and with centres-of-influence as the advisor to contact
for answers to tax problems, estate planning concerns,
or when wanting to grow corporate retained earnings
tax-free. | positioned myself as the professional who
provides effective solutions to specific problems just
like accountants or lawyers. Then | connected with them
to promote the benefit of working with me. Now they
are my “finders” and | am their “solver”.

Reach for weird: No one gets anywhere by being the
same as the next guy. We need to stand out in the
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crowd if we want to be picked out of the crowd. | like

to say “reach for weird” - something very different than
is expected - something that you haven’t seen done by
any competitor. When you break the mould, you create
new opportunities that no one else has seen. There are
more than 3500 members of MDRT'’s Top of the Table
and that means that there are more than 3500 ways to
achieve that production level. When you do something
different, you reach for weird and open the door to your
personal way to the top.

For me, it felt weird asking tax questions and positioning
myself as a professional because | always saw myself

as an insurance advisor going house to house selling
insurance. But the moment | learned how to position
myself as a professional, it was a game changer. | was in
a different mindset completely. Now | have accountants
and lawyers approaching me to help their clients as if |
was just another professional that every client needed.
Weird, but good.

Fall seven times, stand up eight: It's an old Japanese
proverb but it is the only way to make it to the top in the
business. No one falls into top success. They stand up
to it. The greatest mindset we can have is to understand
that the road to the top is rough and rocky and everyone
trips now and again. And it doesn’t matter how many
times you fall, what matters is how many times you get
back up.

You can never fail, if you promise yourself that you will
always get up one more time than you fall. Always strive
for more and keep your focus on your vision and not

on your journey. The mindset reset was not a one-day
switch for me. There were many times | faced rejection.
Many times, | felt like | couldn’t do it. Many times, | felt
like that it’s not me. Many times, | felt that | was not
capable. Many times, | felt that | was not qualified to
have this tax knowledge and sell corporately owned
policies.

But then came another gamechanger for me, | was
introduced to Dan Sullivan’s book Who Not How. That
book taught me that | didn't need to know everything, |
just had to collaborate with the specialist that did. Trust
me, | fell many times, but | kept standing up. In the end,
| was running.

These core mindsets changed me and my practice and
took me to the top. | borrowed the ideas of successful
advisors; fixed them to suit my practice; got weird by
thinking outside the box; and kept my focus on the
performance level | wanted to reach by standing again
each time | fell. This got me where | am today. Instill
these rules into your mind and you will achieve beyond
your wildest imagination. | did.

Sim Gakhar, BSc, BEd, MA, CHS, EPC, CEA, MFA-P,
RWM, is a Markam, Ontario-based Life Insurance Agent
& Investments Advisor. She is a five-year member of the
Million Dollar Round Table with two Top of the Table
honours and is currently MDRT’s Country Chair for
Canada. She is also an active member of Advocis, the
Financial Advisors Association of Canada and CALU, the
Conference for Advanced Life Underwriting.
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Better Than Facts and Figures

Question: How can | get technical concepts across
to my clients without resorting to facts and figures,

having their eyes glaze over, and losing the sale?

“Life insurance converts the bricks and mortar of your business into
dollars and cents for your family.” said legend Ben Feldman when he
was explaining the concept of business insurance. He ended up selling
billions of face amount.

Canadian industry icon, Bruce Etherington explained life insurance as
“lifeboats and legacies”. He is still adding to the billions of face amount
he’s sold in his life.

George Sigurdson from Winnipeg describes financial security as a series
of buckets to fill. He talks about product selection as going through
stages of life - Learning, Earning, Yearning, and Burning.

Van Mueller asks questions that suggest stories: “Would you rather leave
your family a home or a mortgage?”

The late Roger Zener wondered “what would happen to your family if you
became part of the grill work on a Mac Truck on the way home one day?”
These are “Sales Stories” and there are many variations of them, but

they are all the same in one way. They are clever, compelling, and
conversational ways of describing the benefit of doing something (like
buying life insurance) without resorting to facts and figures.

Sales stories engage the imagination and drive home the value of the
product by associating it with familiar ideas and language. They convert
confusing facts and figures into convincing stories. Think of them like
“explainer videos” in words not drawings.

For instance, | coach advisors to talk about what life insurance does and
not about what it is. No one wants life insurance per se, but they do want
what it does for you, your family, or your business.

We say that there are 4 ways prudent investors use life insurance:

As “short-term tax-free cash at death” - for the responsibilities and
obligations you feel that expire, like a mortgage. As “long-term tax-free
cash at death” - for responsibilities and obligations than never expire -
like final medical, burial, and funeral expenses and taxes on the unspent
amounts in a RRIF when both spouses are gone. As “long-term tax-free
cash for life” - a place to “stash the cash” away from the tax man so

you can augment retirement income or help keep you out of a nursing
home. And finally, for those with a long-term view, as “long-term tax-free
cash for family nobility”. This is keeping life insurance long after the
original need has passed but you want to leave money to change the
financial trajectory of your beloved family forever so no one never need
to life paycheque to paycheque again. Think of that as great ancestor
insurance.

This tells about what life insurance can do but we never had to use words
like Term Insurance, Non-Par Whole Life or Term to 100, Universal Life,

or Cash Value Life Insurance. Sales stories engage the prospect in the
benefits they can enjoy and not in the details that confuse them.

There are many benefits of using sales stories:

1. Sales Stories can be your business crusade to convert leads into
prospects. They can be prospecting stories to engage people so
they can see themselves solving their problems with your help.

. They help you be easier to do business with because stories
translate technical language into a personal experience that’s easy
to understand and use. Sales stories help anyone understand so
anyone can buy.

. Short sales stories are great for compelling Social Media posts
as a simple way to attract interest and build your brand in your
marketplace.

. Stories can help you make important points in sales interviews
without turning to facts and figures. The story can seal the deal by
making you real and relatable.

. Rather than going to a technical explanation, use a sales story to
help explain a benefit of the product in a simple and friendly way. Be
helpful by telling a story that translates the details.

. Use a sales story to answer objections in a non-confrontational way
like, “Your question reminds me of a story...” Then the sales story
answers the objection.

. Being known as an interesting, insightful, and inspirational
storyteller helps attract prestige introductions. When you are fun to
be with, people have less of a problem finding people for you to be
with.

. They help you multiply your performance and move into new
markets. Appropriate sales stories help explain what you do to
Centers of Influence. That makes your business easier to understand
and remember and easier to recommend, introduce, and refer.

. Story tellers build loyalty with their clients because the emotions
they elicit build stronger bonds with their clients. People stick with
storytellers.

Sales stories are the opposite of jargon and have the opposite effect too.
They attract results rather than repel them. They are a very practical and
helpful way to help you build your business without resorting to technical
details.

For more information on the tools to use to build your brand, check out
Advisorcraft.com.

Jim Ruta’s mission is simple - to preserve, promote and propel

the financial advisor business. A former insurance advisor and
executive manager of a 250-advisor agency, Jim is a highly regarded
coach, author, podcaster and keynote speaker. He has spoken 4 times
at the MDRT Annual Meeting including the Main Platform. Jim Ruta is
an Executive Coach and Keynote speaker specializing in life insurance
advisors and leaders. He works with top advisors around the world and
re-energizes audiences with his deep insight and passion.

Discover more at www.jimruta.com.
If you have a question for Jim, you may send an email to jim@jimruta.com
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