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Purpose 

This paper provides a high-level introductory overview of the UK 
individual life insurance market. If you would like to discuss any 
aspects of this paper in more detail please contact Richard Hoad 
at richard@forske.com 

Executive Summary  

In summary the UK Individual Life insurance market can be 
characterized as: 

• A capital light and attractive profit pool for UK insurers. 
• Limited volume growth in the last few years has seen 

increasing margin pressure in a competitive market. 
• Recent cycle of investment in core platforms by several 

product providers has seen improvements in customer and 
adviser facing functionality and improved cost efficiency. 

• Product change is rapidly copied and competitive advantage 
can be challenging to sustain. 

• Limited signs of disruptive innovation coming to the market, 
although there is potential. 

The UK individual Life insurance market has seen limited growth 
in recent years and with a number of motivated product providers 
competing around a fairly commoditized core product set, this has 
driven a significant competitive pricing dynamic pressuring 
margins. 

There are a number of product providers in the market, but the 
number one and two (Legal & General and Aviva) in combination 
hold a significant market share (+40%). Behind these two are a mix 
of major insurers (Zurich, AIG, Aegon, Vitality, Scottish Widows), 
mutuals (Royal London, LV=) and specialist friendly societies 

(British Friendly, Cirencester Friendly, The Exeter). In addition, 
there are several direct to consumer providers such as Sunlife, 
Beagle Street and Scottish Friendly. 
 
The distribution market is highly fragmented across various 
intermediaries (mortgage providers, specialist financial advisors, 
banks, wealth managers), a direct to customer channel and the 
growing presence of aggregators. It is critical for the larger product 
providers to be on the panels of the major adviser networks such 
as Openwork and Intrinsic, who offer access to hundreds of 
individual advisers. 

Cost efficiency is an important factor in the market to be able to 
remain price competitive several of the larger providers have been 
investing in their IT platforms in recent years. These investments 
support greater process automation to reduce costs, make them 
easier to do business with for advisers and customers, and should 
allow greater flexibility for product enhancement. 
 
The outlook for the market in the medium term is to remain highly 
competitive based on a number of factors, but notably price and 
distribution reach. The perceived “gap” between people in the UK 
who have life insurance and those who could benefit, an oft cited 
rationale for market growth potential, remains a sector challenge 
with no clear solution. 

Innovation is likely to be an important way to stimulate growth 
focused on addressing customer needs more specifically and 
improving the overall customer experience. The disruption 
happening to the broader financial services market has not yet 
reached the Life Insurance market at any scale. Vitality’s 
proposition remains one of the few innovations delivered at scale, 
with a growing number of start-ups looking to bring further 



                                   
                      

                                                                                                                               UK Individual Life Insurance Market Overview  
 

Richard Hoad, richard@forske.com                                      Page 2 

innovation to the market over the coming years (such as Anorak, 
Dacadoo and YuLife). 

As in the banking market, new innovation would likely stimulate 
reaction from existing providers, which in turn could lead to 
changes in market share and structure. However, without the 
stimulus of a significant regulatory change (as in banking with the 
Payment Services Directive) it is unlikely that the market will open 
in a sudden “big bang” to facilitate this innovation. 

Market Overview 

The major benefits offered by life insurance products are a one-off 
payment in the case of a certain event (such as death or diagnosis 
of a defined critical illness) or an income replacement again in the 
case of a pre-defined event (such as incapacity to work). These 
benefits are delivered via a number of products, the main ones 
being Term Insurance (with variants including decreasing and 
level cover), Critical Illness cover (which is typically included with 
Term), Income Protection, Business Protection and Whole of Life. 
There are also a number of more specialist product variants such 
as Gift Inter Vivos (for inheritance tax planning), Family Income 
Benefit and over 50s insurance (often used to cover funeral 
expenses). 

Overall market growth has been fairly muted in recent years and 
this has created a highly competitive environment between 
product providers who operate in effectively a zero-sum gain 
market. 

As life insurance products are typically “sold not bought” 
stimulating further demand has been a challenge for the sector 
who determine that a gap exists between those people who are 
covered by insurance and those would benefit. How to close this 

gap has been a regularly discussed topic but still with no clear path 
to address. 
 
Typically, customers engage with the need for insurance when 
they go through a particular life “event”, such as applying for a 
mortgage or experiencing a death or illness in the family. This can 
prompt people to review their financial affairs and consider the 
benefits that these insurance products can really offer. Creating a 
more general demand is challenging and although some product 
providers have committed to national marketing campaigns, this 
is a costly way to try and influence customer take up. 
 
In this limited growth context, the market continues to be highly 
price competitive based around a fairly commoditized product set.  
 
Competition is focused on a number of major factors: 

• Product pricing is determined by the profile of each customer 
(any medical conditions or health difficulties) and provider 
specifics (such as operational costs and reinsurance rates). 
Pricing is a major factor in provider choice with pricing 
transparency aided by the use of aggregator style portals in the 
intermediated market. 
 

• There is a significant degree of homogeneity across provider 
products and fairly rapid competitive response to new 
competitor product changes, which are mainly incremental in 
nature. For example, there is what’s seen as a “conditions race” 
for coverage on critical illness policies, with new conditions 
added and then replicated. 

 
• Supporting services, such as virtual GP services and legal 

helplines are becoming an increasingly important way to 
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differentiate the core product. The services offered can allow a 
greater targeting of the proposition to specific customer 
segments. 
 

• Access to distribution remains a critical area for providers, who 
for scale need to be on the major network panels (Openwork, 
Intrinsic, Mortgage Advice Bureau etc). Establishing a position 
on these panels comes down to a number of factors, such as 
product quality, adviser support, pricing, commission levels 
and supporting technology. 

 
• Connecting with the wider adviser base, many of whom 

could be firms with one or just a few advisers is also important. 
Without the regularity of contact with product providers and 
knowledge this brings, it is important the provider’s online new 
business journey and quality of product literature is simple to 
use in client interactions. 
 

• This ease of doing business with the providers has improved 
rapidly as providers invest in their system technology. There are 
a number of areas of importance such as pre-underwriting 
tools, the new business journey, self-serve options, new 
business case management and pipeline tracking. It also 
relates to the quality of marketing and support material and 
availability of the customer service and sales teams to advisers 
to provide support. 
 

• Closely related to this is how effectively the provider works with 
advisers and the business support they can offer. While this 
won’t necessary influence a product recommendation to a 
customer, a strong relationship with the adviser will 
undoubtedly be a factor in their perception of the provider. 
Example of additional service offerings from providers to 

advisers include tools such as business analysis (including for 
example, lapse rates and customer segmentation data on 
adviser business from that provider and how this compares to 
the adviser segment) and white label marketing material to 
support adviser engagement with customers. 
 

• The availability and quality of customer service is clearly also 
important, particularly from an adviser perspective when they 
are engaging with a new client and want a smooth process. 
This often becomes more important if there are more complex 
underwriting needs and a requirement for medical information 
from GPs which can take time, against an easier “straight 
through” fully digitized sale. Contacting a customer experience 
team and being putting on hold for a long period or slow 
progress when reviewing an application, can be frustrating for 
an adviser when trying to manage their customer relationship. 

In this competitive market and enhancing a number of the above 
factors, a significant recent trend has been providers investing in 
their technology platforms (examples include Aviva, Zurich and 
Royal London). This supports operating cost reductions (allowing 
greater pricing flexibility), being easier to do business and provides 
a more flexible platform for faster product change. 

However, the life insurance market is one that has certain barriers 
to more fundamental proposition innovation. Notably, the 
intermediary portals, required to distribute at scale, provide an 
important value add in product comparison and price 
transparency, but makes it much more difficult to distribute a 
differentiated product which has no comparators. 

Distributing an innovative proposition would also need a lot of 
effort to educate the wider adviser market and could take 
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considerable time and cost. Vitality tackled this issue by 
establishing a large franchised sales team but this comes with the 
additional cost and complexity. 
 
Innovation then hasn’t really been seen at scale beyond Vitality’s 
differentiated proposition, with incremental change more 
commonly seen focused on improving established processes or 
product enhancements. However, as we have seen in other 
financial services sub-sectors, innovative start-ups have access to 
significant investment capital and while the market hasn’t seen 
much impact yet, this could well provide a future catalyst for sector 
change. 

Where growth is likely to remain limited for the market over the 
medium term and competitive pressures will continue (in an 
almost zero-sum growth market for providers) any step change in 
growth dynamics will have to be driven by fundamental 
proposition and distribution innovation, tailoring more to how 
customer’s want to interact with the financial services providers 
and the specific needs they are looking to satisfy. 

Market Structure 

The major categories of market participants include: 

• Product providers – typically develop the product, price it, 
underwrite it, determine the risk they will take (vs reinsuring), 
secure agreements with distributors, administer new sales and 
ongoing sold policies, assess and pay claims. Some providers 
will not participate in all aspects of this value chain, for example 
they may outsource ongoing policy administration or product 
manufacture. 
 

• Distributors – dominated by intermediaries with a range of 
operating models, such as specialist life insurance advisers, 
mortgage advisers or wealth managers. There are several 
major networks of advisors, such as Openwork, Mortgage 
Advice Bureau and Intrinsic, who provide a panel of products 
to their customer facing advisers. Product providers will pay 
advisers a pre-agreed commission rate on product sales. Other 
important distribution channels include direct to customer 
(typically for Term sales or the specialist 50+ market), banks and 
the growing aggregator channel (Money Supermarket, 
Comparethemarket, GoCompare). 
 

• Customers – life insurance products provide an important part 
of many customers financial and life planning. Most often this 
interaction is when a customer takes out a mortgage and buys 
a Term product to pay off the liability should they die. But 
products can form part of wider scenario planning, such as 
needing to replace a loss of employment income or having 
finances available when suffering a critical illness. 
 

• Portals – much like the aggregators for the direct to customer 
market, there are portals (such as iRESS, iPipeline) for the 
intermediary distribution market, where advisers can input 
their client data and determine the most suitable product from 
a range of providers to recommend. This suitability includes 
product characteristics as well as price. 
 

• Reinsurers – take on various levels of financial risk from the 
product providers for future claims on that product, the pricing 
of which is a major input to provider market pricing. To ensure 
that underwriting and claims are effectively managing the risk 
the reinsurer has priced for, they will actively engage with 
providers in these areas. Reinsurers are often actively involved 
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in research and innovation, working with product providers to 
enhance the products they can offer. 
 

• Technology providers – technology is becomingly an 
increasingly important differentiator in the market, with 
several product providers recently completing significant 
technology investments. From a product provider perspective, 
key systems include the policy admin platform, the new 
business journey (both for intermediary and direct sales), 
underwriting engine, claims management and pricing 
systems. There are a small number of expert system providers 
in the market including UnderwriteMe, Sapiens and TCP 
LifeSystems. 
 

• Additional service providers – adding further services (either 
paid for or free to customers) to core products to build more 
comprehensive or tailored propositions, are increasingly 
provided and can be a major competitive differentiator in the 
market. The most common service offerings include virtual GP 
services, counselling and legal advice services. There are a 
range of providers here, including Red Arc, Square Health and 
Best Doctors. 

Further detail on the major product providers 

The product provider market is dominated by the large UK insurers 
with Legal & General and Aviva one and two in the market 
respectively. Legal & General has been market leader over recent 
years predominantly due to its competitive pricing in the Term and 
Critical Illness markets, distribution breadth and system capability 
making them easy to do business with. Aviva has seen a large jump 
in market share following the acquisition of Friends Life in 2014 and 

continued organic growth following the investment in their ALPs 
platform. 

The next tier in the market consists of Vitality, Royal London, Zurich 
and AIG. 

• AIG acquired the Ageas Protect business to enter the UK 
market and have since continued to grow strongly. They tend 
to focus on a highly automated approach,  with high “straight 
through” rates and limited human intervention.  
 

• Vitality were a previous joint venture between Prudential and 
Discovery, before being bought out by the South African group 
and rebranded as Vitality. They are focused on a differentiated 
healthy incentives proposition, encouraging people to live 
healthy lives with a range of rewards. 
 

• Royal London have invested in systems, proposition, pricing 
capability and their sales approach in recent years and have 
seen a strong increase in market share. They have also invested 
in a new 50+ proposition in their direct business and invested 
significantly in promotional expenditure. 
 

• Zurich completed a re-platform of their business in 2018 and 
would expect to see resulting growth over the coming period. 
 

• LV= has been a market leader in income protection for many 
years, but the merger of Aviva and Friends Life saw them slip to 
second in market share. An investment in their new business 
journey with UnderwriteMe made a significant improvement 
to adviser interaction. 
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• The rationale for Aegon, who has focused on the platform 
business, to retain a medium sized protection business is not 
clear, but they continue to maintain a good market presence. 
 

• Scottish Widows re-entered the intermediated protection 
market in 2015 and continue to see market growth. They have 
set out ambitions to be top 5 in the market.  
 

• Other providers to mention are Guardian, a new entrant to the 
market in 2018 and the friendly societies (Holloway Friendly, 
Cirencester Friendly, British Friendly and The Exeter) who 
typically specialize in income protection products. 
 

• In the direct to consumer channel, SunLife is one of the largest 
operators, along with Beagle Street (using Scottish Friendly 
products) and some more niche players such as British Seniors 
and Smart Insurance. 

There has been some corporate activity in recent years, notably 
Discovery’s buyout of its JV with Prudential UK, the Aviva 
acquisition of Friends Life and AIGs acquisition of the Ageas 
business. 

Market Innovation & Disruption 

It is of course challenging to predict the future innovations that will 
make significant impacts to the market in the next 5 – 10 years, but 
here are 4 trends that are developing and could get further 
traction: 

1. Utilising the increasing availability of data 

The evolution of personalized underwriting is being driven by the 
improvements in wearable health tech and resulting data 
availability. While the insurance market is based on a pooled risk 

exposure and has seen shifts away from pricing on certain factors 
(such as gender and post codes) the availability of specific personal 
health data provides new opportunities for pricing. 

New health data platforms (such as Dacadoo) allow an integration 
of wearable data and an ability to build up a specific picture of a 
person’s health. With a rapidly growing wearable tech market, the 
available data points will increase significantly (for example 
automated glucose level tracking). This could facilitate building up 
a very detailed insight into a person’s health on a dynamic basis, 
that is with continuous data insight over time, rather than one off 
static testing. This in turn could potentially inform a dynamic 
premium that could reflect how someone’s health evolves over 
time. 

There could be ethical concerns here over what data is collected 
and how it is utilized (as for example there is with genetic testing) 
and also by individual profiling, this could put the cost of insurance 
out of reach for the less healthy or those with certain medical 
conditions. 

2. Integrating into platform eco-systems 

A broader trend across financial services appear to show a shift to 
a platform model that has a wide customer reach and from that 
can offer a range of services (both the platform owners and third 
parties) in an eco-system built around customer needs. 

For example, in banking, the open banking regulations have given 
the opportunity for new businesses to give customers access to 
their banking data which in turn could form the basis to offering a 
number of further services. The risk to dis-intermediation of the 
banks and subsequent loss of the customer relationship, is 
something the banks are alive to and have quickly responded by 
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improving their own customer offering (including offering access 
to customer’s account data at other banks). 

Ultimately this pressure will likely encourage the banks to offer 
third party services and seek to retain customer relationships by 
the breadth and tailoring of service offering to specific customer 
segments. 

Add to this the potential for “big tech” to enter the banking market 
beyond just payments, and it is high likely the future will be 
dominated by a number of customer focused platforms providing 
a range of financial services. 

In this environment it will be hard for insurers to be the platform 
owner (although Aviva appear to be trying with MyAviva) and so 
they must be experts at integrating their propositions with other 
platforms as core parts of the wider eco-system. 

3. Evolving the product into an engaging customer proposition 

Vitality should be admired for bringing innovation at scale to the 
individual life insurance market, with a proposition that combines 
the core insurance product with a wider incentives and rewards 
model. In return for achieving certain health related goals, 
customers can earn tangible rewards (including coffees and gym 
discounts) and combined with a market approach tailored to the 
customer (their website for example) they have delivered a level of 
differentiation to the market. 

There is a slower evolution amongst other providers in the 
direction of delivering this wider proposition based around 
customer engagement, as more services are added either free or 
paid for to the core product (for example legal helplines and virtual 
GP services). This provision of additional services will allow a more 
specific tailoring of the core product to different customer 

segments to make it a potentially more attractive proposition, 
where insurance remains the core element but allowing a more 
engaging conversation. For example tailoring propositions to 
specific segments such as teachers, doctors or first time house 
buyers and offering bespoke services to each segment based on 
their needs. 

4. Product simplification to facilitate robo-advice 

There are a number of challenges in automating the financial 
advice process (versus simple guidance) but also many potential 
benefits. Benefits include an enhanced ability to close the evident 
“advice gap” and reach a much broader group of people with a 
lower cost offering (rather than just the more wealthy with face to 
face advice). 

Potential risks include systemic risk in using algorithms to 
recommend an outcome on a set of factors that may not fully 
capture the information you can get in a telephone based or face 
to face conversation. 

However the potential remains for online advice or guidance to 
play a more significant role across the life insurance range of 
products, even with more complicated products such as income 
protection. 

This may be facilitated by the simplification of products and to 
design them based on the automated advice distribution channel. 
While this could compromise the quality of the product, this could 
be balanced against the fact there a much greater breadth of 
distribution. 
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In summary – the major opportunities and challenges for the 
market 

Opportunities 

• One of the major opportunities for providers is likely to be 
through innovating around the customer proposition and 
catering more specifically for segmented customer needs. This 
can be done through core product changes or more easily via 
the supporting value add service offering. To develop this with 
a customer centric approach could be achieved with a 
proposition innovation team that utilizes methods such as 
design thinking. 
 

• Operating cost reduction remains an important area of focus 
for many providers with lower costs flowing through to greater 
pricing flexibility or margin improvements. There are a variety 
of ways of course to take out costs, but making a step change 
can be via the automation of various operational processes, 
increasing the “straight through” rates of new product sales 
reducing the need for manual intervention (for example via 
manual underwriting) and providing tools to allow advisers and 
customers to self-serve. 
 

• The predicted growth in new platforms supporting wider eco-
systems of services, suggests a potential need for new ways to 
engage with these platforms and adapting the products sold. 
As an example of this, Anorak is a start up providing a guidance 
tool for life insurance decisions (which has raised a significant 
amount of investment) and announced a partnership with 
Starling Bank (on the new digital banks). 

 
• The aggregator channel has seen significant growth in recent 

years and the aggregators continue to invest here, notably with 

MoneySupermarket partnering with UnderwriteMe on a pre-
underwritten “buy now” solution. While only suitable for Term 
and Critical Illness products, it is well worth providers spending 
time to optimize their presence on the aggregators and 
develop the pricing sophistication (as the General Insurance 
market has done) to effectively compete. 
 

• Since Partnership exited the Life Insurance market with its 
product targeted at people with certain medical or health 
conditions requiring more focused underwriting and typically 
high premium loadings, there remains a potential gap in this 
specialist area of the market. This may be suitable for a provider 
who has significant underwriting expertise working with a 
reinsurer with appetite for the risk. 

Challenges 

• In the short to medium term competition will be focused on 
the factors outlined in the section above. This will mean in 
particular the continued importance of price competition and 
the increasing need to be easy to do business with for advisers. 
These factors both point to the need to have invested in 
adequate technology platforms which allow high degrees of 
automation, slick underwriting processes and also a well-
designed, intuitive user experience. 
 

• The cost, complexity and time to deliver these system 
investments could be argued to favour the larger insurers who 
may have greater available resources to commit and whose 
scale will support the investment business case more readily. 
There is then a potential risk that the smaller providers cannot 
keep up with the level of investment and see a growing 
capability and operating efficiency gap which they can’t then 
look to close. 
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• Arguably there has so far been limited innovative disruption in 
the individual life insurance market but there are emerging 
trends that have the potential to create significant change and 
which are attracting start-ups with capital backing. Current 
providers and advisers need to stay alive to these trends and 
look to work with them, potentially through trialling new 
propositions or partnering with the firms bringing innovation. 
The risk for smaller providers is that they don’t have the capital 
to invest in new innovations or that they are less attractive to 
partner with than the larger providers who may have set up 
specific innovation capabilities.  
 

• The potential for significant growth in direct to consumer life 
insurers arguably remains limited with the need for a 
recognizable brand and with high customer acquisition costs 
in traditional marketing channels. There may well be more 
potential in participating in wider digital ecosystems as 
platforms develop and accessing an existing customer base 
which is potentially more cost effective to target. 

 

 

 

 

  


