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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Life Insurance and Annuities industry in Canada is expected to decrease as a result of the
COVID-19 (coronavirus) pandemic and its negative macroeconomic affects. For more detail, please see the Current
Performance chapter.

· Profit for industry operators is expected to decrease as a result of the negative effects from the coronavirus
pandemic. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand from the industry's major markets is expected fluctuate as consumers adjust from the macroeconomic
effects experienced from the coronavirus pandemic. For more detail, please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Life Insurance and Annuities industry in Canada accepts liability under annuities and life, disability income and

accidental death and dismemberment insurance policies. Enterprises include fraternal organizations, privately held
insurers, publicly traded insurers and mutual insurance companies.

Major Players Manulife Financial Corporation

The Great-West Life Assurance Company

Sun Life Assurance Company of Canada

Main Activities The primary activities of this industry are:

Underwriting group life policies

Underwriting individual life policies

Underwriting group annuities

Underwriting individual annuities

Investing insurance premiums

The major products and services in this industry are:

Group annuities

Individual annuities

Group life insurance

Individual life insurance
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Supply Chain

SIMILAR INDUSTRIES

Commercial Banking in Canada Credit Unions in Canada Loan Administration, Cheque
Cashing & Other Services in
Canada

Insurance Brokers & Agencies in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Life & Health Insurance
Carriers

Life Insurance & Annuities in the
US

AD&D Insurance Life Insurance in Australia

Life Insurance Providers in China Life Insurance in the UK Life Insurance in New Zealand Insurance in Ireland
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Industry at a Glance
Key Statistics

$76.7bn
Revenue

Annual Growth

2015–2020

-1.6%

Annual Growth

2020–2025

5.8%

Annual Growth

2015–2025

 

$843.8m
Profit

Annual Growth

2015–2020

-22.0%

  Annual Growth

2015–2020

 

1.1%
Profit Margin

Annual Growth

2015–2020

-2.4pp

  Annual Growth

2015–2020

 

96
Businesses

Annual Growth

2015–2020

-0.2%

Annual Growth

2020–2025

1.8%

Annual Growth

2015–2025

 

88,880
Employment

Annual Growth

2015–2020

-0.5%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

 

$4.3bn
Wages

Annual Growth

2015–2020

3.2%

Annual Growth

2020–2025

4.3%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.6%
Per capita disposable income

-0.1pp
Overnight rate

2.1%
Number of adults aged 65 and
older

0.1%
Median age of population

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Barriers to Entry

High / Steady

  Industry Globalization
Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Concentration
Medium   Technology Change

Medium

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Regulation & Policy

Heavy / Increasing

  Competition
High / Steady

 

Key Trends

 Industry demand is affected by the continued aging of the
domestic population

 Annuities are the largest source of profit volatility

 A slight trend toward consolidation has kept the number of
enterprises relatively lower

 The COVID-19 pandemic is anticipated to help boost
industry performance

 The industry will experience a shift toward increasing
technological development

 The industry is expected to endure threats that could
dampen revenue growth

 The industry has mainly suffered from the negative
economic effects caused by the coronavirus pandemic
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Median age of population

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Mutual assurance: Improving macroeconomic conditions and rising
interest rates will likely drive revenue growth

The Life Insurance and Annuities industry in Canada has experienced a decline over the five years to 2020 amid the
COVID-19 (coronavirus) pandemic. Industry operators accept liability for annuities and life insurance policies,
disability income and accidental death and dismemberment insurance policies, while also investing the premiums
received by clients into a variety of financial securities. The industry has mainly suffered from the negative economic
effects caused by the coronavirus pandemic, such as lower interest rates and an increase in the morbidity rate. As a
result, industry revenue is expected to decline an annualized 1.6% to $76.7 billion over the five years to 2020, with a
decline of 6.8% in 2020 alone, as a result of the coronavirus pandemic. The decrease in investment income and
increase in claim payouts from the pandemic has forced industry operators to pay consumers while earning less
interest on their invested capital. This has placed a significant strain on industry profit, which is expected to
decrease in 2020.

More people are increasingly concerned with planning their retirement and preparing for worst case scenarios.
Whether they are life-altering ailments or the desire to retire earlier than initially planned, life insurance and annuities
are increasingly demanded to address these risks. These offerings, however, tend to be a discretionary purchase.
Therefore, demand for life insurance and annuities is also affected by how much money the population has at its
disposal. With the population continuing to age and expand, the industry has great potential to grow as the economy
recovers from the coronavirus pandemic.

Over the five years to 2025, industry revenue is forecast to rise at an annualized rate of 5.8% to $101.8 billion. The
industry's expansion is expected to be driven by improved macroeconomic conditions, increased per capita
disposable income and rising interest rates. Operators are expected to increasingly invest in new cost-cutting
technologies that would automate traditional operations and improve the efficiency of analytics, risk management
and customer relations. Additionally, operators have been targeting younger consumers via social media platforms
to educate them on the importance of insurance. This new way of targeting more clients has made the younger
segment of the market buy more policies than they have in the past. However, volatility in financial markets poses a
threat to revenue and profitability amid concerns of global economic growth.
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Industry Performance

Key External
Drivers

Per capita disposable income

There is a strong link between rising household wealth, as measured by per capita disposable income and demand
for life insurance. As consumers' asset base and incomes increase, protecting these assets with insurance products
becomes more feasible and important. Rising incomes also increase savings rates and the use of medium- and
long-term savings products such as annuities. Per capita disposable income is expected to decrease in 2020.

 

Median age of population

The Canadian Life Insurance and Annuities industry is known to appeal toward a more affluent and older market,
emphasizing the use of life insurance and annuities as retirement, estate planning and tax-preferred products. As a
result, demand increases as the average age of the population rises. The median age of the population is expected
to slightly increase in 2020.

 

Number of adults aged 65 and older

Industry products tend to be disproportionately used by the portion of the population that is retired, which
overwhelmingly tends to be over the age of 65. This is because much of the benefits they provide are linked to
events that occur more as one ages, such as disability or retirement. The number of adults aged 65 and older is
expected to increase in 2020, representing a potential opportunity for the industry.

 

Overnight rate

The overnight rate dictates the direction of interest rates across the economy. Since annuity products and contracts
set established interest rates for benefits, the fluctuation of interest rates in the economy tends to affect the sales of
annuities in the industry. The overnight rate is expected to decrease in 2020, which poses a potential threat to the
industry.
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Current
Performance

Revenue for the Life Insurance and Annuities industry in Canada has
slightly decreased over the five years to 2020 mainly due to the COVID-19
(coronavirus) pandemic.

However, the first half of the reporting period experienced consistent growth aided by favourable demographic and
economic trends. Industry operators accept liability for annuities, life insurance policies, disability income and
accidental death and dismemberment insurance policies. They also generate revenue through fees, commission
charges and investment activity. An aging and growing population has expanded the demand pool for the industry,
which has taken advantage of this trend with solid sales strategies. Additionally, economic stability in Canada,
leading up to 2020, has supported demand for insurance products and overall premiums. Overall, industry revenue
is expected to decrease an annualized 1.6% to $76.7 billion over the five years to 2020, with an estimated decline of
6.8% in 2020 alone.

The decline in 2020 can be attributed to the coronavirus pandemic and all the economic uncertainty that is expected
to result from this outbreak, in addition to a stricter regulatory environment. The coronavirus pandemic has placed
financial markets in distress by causing mass furloughs and increased morbidity rates. These unfavourable market
conditions have decreased investment income for industry operators and increased the number of claims operators
are forced to payout.

REVENUE AND DEMOGRAPHIC TRENDS

According to IBISWorld estimates and the latest data available from the
Canadian Life and Health Insurance Association, domestic life insurance
premiums have increased consistently during the five-year period, rising
from $18.1 billion in 2014 to an estimated $21.3 billion in 2019 (not
adjusted for inflation).

Similarly, annuity premiums have also increased during the period, growing from $42.5 billion in 2014 to an
estimated $46.3 billion in 2019. A primary driver of premiums has been the steady growth in per capita disposable
income leading up to 2020. Insurance of this kind can be categorized as a discretionary product since it is not
required by law and there are other forms of planning for retirement, hedging against death or disability. As per
capita disposable income grows, people are likely to have more money to spend on items that they once may not
have been able to afford. Therefore, decreasing per capita disposable income lowers the ability for individuals to
take out life insurance or invest in an annuity, causing the decrease in revenue.

Demand for industry products is also affected by the continued aging of the domestic population. The median age of
the population is anticipated to rise from 40.7 years old in 2015 to 41.3 years old in 2020. As older consumers focus
more intently on their retirement and savings-related industry products, such as annuities, these products become
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increasingly important for their financing outlooks. However, longer life expectancies also put pressure on these
same investment products, particularly annuities that require consistent payments until the insured individual's
death. As a result, while the aging domestic population has boosted revenue and product line expansion in the
industry, it has also been a strain to the profitability of industry operators in some years.

Annuities are the largest source of profit volatility since fluctuations in interest rates affect the level of sales for
annuity products. They are the most flexible out of the products sold by operators, and therefore the most profitable
since they generate revenue through fees, commissions and charges that vary on a contractual basis. Additionally,
industry operators invest the premiums generated from selling insurance products into a variation of low risk
securities. Therefore, the performance of these securities, which is tied to the performance of the financial market,
has a strong influence on both revenue and profit volatility. Volatility in investment performance and economic
uncertainty has translated to higher profit volatility over the past five years.

BUSINESS ENVIRONMENT

Industry demand is also influenced by a variety of factors external to the
economy, such as marriage trends and mortality rates.

These factors largely increase the share of revenue generated by annuity considerations and traditional life
insurance premiums over time. For example, gradual improvements in mortality rates along with decreased life
expectancy created the need for survivor benefits. Many Canadian families are also now composed of two income
earners, which improves financial stability in case of an untimely loss of a parent, guardian or spouse. At the same
time, increasing longevity has added pressure on individuals to protect assets and build wealth for longer
retirements. Government regulations and tax incentives also supported this transition because individuals now use
life insurance products and annuities for savings-related purposes and estate planning goals, as opposed to survivor
benefits.

As a result of these trends, annuity considerations continue to be the largest source of income for the industry,
estimated at 68.4% of total revenue in 2020. Individuals and estate planners often use annuities for tax planning
purposes because the appreciation of an annuity is tax-deferred over the product's accumulation phase. Annuities
are also beneficial because they provide a steady income stream over a set period of time, making it easier for
estate planners and retirees to anticipate future financial needs. In addition, life insurance is increasingly used for
retirement or savings purposes.

Over the five years to 2020, a slight trend toward consolidation has kept the number of enterprises relatively lower.
The number of industry operators is anticipated to decrease an annualized 0.2% to 96 companies over the five
years to 2020. Larger insurers benefit from economies of scale and improved efficiency, particularly because the
cost of investment management, underwriting and back-office support can be spread across a greater number of
clients. Additionally, larger companies are better suited for raising capital than their smaller counterparts because
these operators generally have diversified investment portfolios with strong risk ratings. The number of companies
has decreased during the period since revenue and participation has fallen. The revenue per establishment is
expected to decrease from $114.7 million in 2015 to $106.7 million in 2020. As a result, industry employment has
also decreased, with the number of employees expected to fall an annualized 0.5% to 88,880 workers over the five
years to 2020. As the industry experiences a moderate decline, profit is also expected to decrease due to
macroeconomic conditions such as a falling interest rates and increased morbidity, which will affect the amount of
investment income earned and the amount of claim benefits needing to be paid out, thus hurting industry profit.



Life Insurance & Annuities in Canada September 2020

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable

Income
($)

2011 75,392 3,868 915 113 83,768 N/A N/A 3,340 N/A 28,391
2012 73,052 6,487 906 115 86,283 N/A N/A 3,638 N/A 28,883
2013 71,923 9,320 874 90.0 88,839 N/A N/A 3,134 N/A 29,369
2014 82,470 2,911 814 99.0 94,587 N/A N/A 3,819 N/A 29,466
2015 83,259 6,785 726 97.0 91,187 N/A N/A 3,704 N/A 30,814
2016 85,921 9,797 720 96.0 94,980 N/A N/A 4,126 N/A 30,334
2017 84,780 7,074 684 91.0 94,866 N/A N/A 4,191 N/A 30,555
2018 86,509 10,356 697 93.0 94,228 N/A N/A 4,646 N/A 30,773
2019 82,345 9,093 750 100.0 93,283 N/A N/A 4,564 N/A 30,846
2020 76,706 5,403 719 96.0 88,880 N/A N/A 4,329 N/A 30,028
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Industry Outlook
Outlook The Life Insurance and Annuities industry in Canada is expected to

expand moderately over the five years to 2025, as similar demographic
and improving economic trends support growth alongside technological
advancements in the industry.

Demographic trends witnessed in recent years are forecast to continue over the years ahead, particularly the aging
of the domestic population. This trend, coupled with rising disposable incomes, is expected to benefit demand for
the industry's traditional life insurance and annuities products. Overall, industry revenue is expected to grow an
annualized 5.8% to $101.8 billion over the five years to 2025.

TRENDS IN TECHNOLOGY AND STRUCTURE

The industry is expected to experience a shift toward increasing
technological development and implementation that will likely disrupt
traditional operations and procedures.

Innovations in the area of risk assessment, capital management and analytics are anticipated to increase in
efficiency and reduce costs of operations. As a result, major players are expected to invest heavily in artificial
intelligence to improve insights into customers and assess the risk of individuals and groups. Automation in back-
office operations, underwriting processes, customer relationship and other facets of the business are expected to
reduce costs and improve the overall profitability of the industry over the five years to 2025. This is projected to
increase employment growth, with the number of employees forecast to grow at an annualized rate of 4.0% to
107,961 workers, as companies expand sales forces as the demand pool increases. The technological trend is also
anticipated to raise wages as a share of revenue due to the increased demand in more skilled labour. Wages are
expected to rise at an annualized rate of 4.3% over the five years to 2025. Moreover, the number of enterprises is
projected to slightly increase an annualized 1.8% to 105 companies during the same period amid a stricter
regulatory environment. The technological innovation is also likely to prevent small operators from entering since
these advantages will likely empower large companies across the industry.

This industry is also likely to experience an increase in the number of younger people that are beginning to take out
more insurance policies. This can be seen from the way insurance companies are beginning to target younger
customers via social media platforms. By targeting potential clients at an earlier age, and teaching them about the
importance of insurance, younger consumers are more likely to enrol in insurance policies if they have the available
discretionary income. The COVID-19 (coronavirus) pandemic is also anticipated to help boost industry performance
since people will now realize the importance of insurance and will want to protect themselves when another similar
outbreak occurs.

FAVOURABLE FUNDAMENTALS

The population is expected to grow older, with the median age of the
population projected to increase 1.1 years over the next five years.

The number of adults above 65 years old and the overall Canadian population are expected to increase and drive
the expansion of demand pools. Since adults tend to demand annuities and life insurance as they approach
retirement age, demand for industry products often increases as a population grows and ages. Furthermore, per
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capita disposable income is projected to increase at an annualized rate of 0.9% over the five years to 2025, driven
by a recovering economy after the coronavirus pandemic. Higher per capita disposable income often indicates that
individuals take home more money after taxes, which likely bolsters their demand for discretionary goods such as
life insurance and annuities. It also supports growth in premiums since operators may increase pricing amid growing
wealth. These trends should be the primary drivers of the industry's expansion over the five years to 2025.

The industry is expected to endure some threats that could dampen revenue growth and affect profit over the next
five years. Geopolitical tensions and uncertainty in financial markets are expected to continue and will likely affect
investment activity and income for industry operators, which would translate to revenue volatility. This could be
further aggravated by increases in regulations amid an already strict regulatory landscape that has been ramped up
as of January 2018 with the implementation of the Life Insurance Capital Adequacy Test (LICAT). Additionally, shifts
in retirement plan preferences could adversely affect the sale of annuities as the expectation of increasing interest
rates can foment individuals to hold off on entering annuity contracts or move their investments elsewhere.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable
Income  ($)

2020 76,706 5,403 719 96.0 88,880 N/A N/A 4,329 N/A 30,028
2021 73,599 5,192 696 93.0 86,168 N/A N/A 4,189 N/A 30,534
2022 74,524 5,240 691 93.0 86,470 N/A N/A 4,211 N/A 30,974
2023 90,165 6,172 746 99.0 98,619 N/A N/A 4,861 N/A 31,152
2024 97,027 6,574 772 102 103,934 N/A N/A 5,145 N/A 31,311
2025 101,819 6,864 795 105 107,961 N/A N/A 5,355 N/A 31,475
2026 102,779 6,939 808 107 109,373 N/A N/A 5,421 N/A 31,659

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Product segments are defined and do not experience major changes

Merger and acquisition activity has increased

There is wholehearted market acceptance of annuities and life insurance policies
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The Life Insurance and Annuities industry in Canada is in the mature stage of its economic life cycle. This stage is
characterized by stable demand growth and enterprise consolidation. Industry value added (IVA), which measures
an industry's contribution to the overall economy, is expected to increase at an annualized rate of 0.1% over the 10
years to 2025. In contrast, Canadian GDP is projected to grow at an annualized rate of 1.4% during the same
period. This discrepancy is simply the result of a mature industry that is growing slower than the economy as a
whole.

Consolidation trends in recent years highlight the industry's maturity. Mature industries often reach market
saturation, with enterprises fighting for market share. The number of industry operators is projected to only
marginally increase an annualized 0.8% to 105 companies over the 10 years to 2025. Many of the largest industry
operators, including the Canada Life Assurance Company (Canada Life) and Manulife Financial Corporation
(Manulife), have made numerous acquisitions over the five years to 2020, and are expected to continue to do so
over the five years to 2025. For example, Manulife agreed to acquire the Canadian assets of Standard Life
Aberdeen PLC in September 2014 to both expand its presence in Quebec and its exposure to group benefit
insurance products. Such stability in the overall number of operators is indicative of a mature industry. Moreover, the
industry's product segmentation is solidified and is not expected to change anytime soon. Life insurance and
annuities for both individuals and groups have existed in Canada for decades and there is wholehearted market
acceptance of the industry's products, with little to no innovation on the products themselves.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Public Administration in Canada

Mining In Canada

Manufacturing In Canada

Construction In Canada

Professional, Scientific and Technical Services In
Canada

Key Selling Industries
1st Tier

Commercial Leasing in Canada

Wired Telecommunications Carriers in Canada

Internet Service Providers in Canada

2nd Tier

Computer Manufacturing in Canada

Telecommunications Networking Equipment
Manufacturing in Canada

Communications Equipment Manufacturing in Canada

Products & Services

  Revenue for the Life Insurance and Annuities industry in Canada can
primarily be broken down into annuity considerations, life insurance
premiums and investment income.

Annuities protect their owners against the possibility of outliving their financial resources during retirement, while life
insurance protects the policyholder's dependants from financial hardship in the event of death. In addition, the
industry underwrites disability income insurance policies, which provide paycheque protection for workers that are
unable to work due to accident or illness. This also includes accidental death and dismemberment insurance
policies.

However, demand for industry products and services is expected to fluctuate in 2020 and over the five years to
2025. As the COVID-19 (coronavirus) pandemic affects the world, people will be more inclined to purchase life
insurance policies as they experience the unprecedent amount of cases and deaths across the world. As the
domestic economy recovers from the coronavirus pandemic and people begin earning their regular levels of income,
people will consider life insurance as a much more necessary purchase than they did previously.

GROUP ANNUITIES

In 2020, group annuities are anticipated to account for 47.5% of industry
revenue.

Annuities are sold as either immediate annuities or deferred annuities and the two products differ in payment
structures. Immediate annuities begin making policy payments directly after being purchased, while deferred
annuities delay payments until a later date, such as retirement. During the deferment period, the annuity owner often
makes periodic payments to help grow the annuity to its maximum level before payout.

In addition, annuities provide a variety of features that are designed for different needs. For example, a fixed annuity
provides stable returns for owners because payments are predetermined at a fixed rate of return. In contrast,
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variable annuities enable owners to increase the potential payout of their annuity investment, but they are also
considered riskier since the payouts are not guaranteed. Instead, payouts are determined by the performance of
some underlying asset, such as equities or bonds. As a result, a variable annuity places investment risk on the
purchaser instead of the insurer.

INDIVIDUAL ANNUITIES

Individual annuities are expected to account for 20.9% of industry revenue
in 2020.

An individual annuity has all the same options as a group annuity except for the fact that it is purchased by a
consumer directly, instead of going through an employer such as a group annuity. Annuity products are anticipated
to account for 68.4% of total industry revenue since people are worried about retirement and wish to find ways to
secure their financial stability.

INDIVIDUAL LIFE INSURANCE

In 2020, individual life insurance policies are anticipated to account for
25.3% of industry revenue.

Life insurance is generally categorized as either term life insurance or permanent life insurance. Term life insurance
only provides coverage for a specified period of time, usually on an annual basis, while permanent life insurance
provides insurance protection for as long as the insured individual lives. Term policies also have strict payment
guidelines because insurance coverage normally expires if the policyholder does not make timely payments.
Additionally, term life policies are only used for death benefits, while permanent life insurance can be used for a
variety of other purposes. Specifically, permanent life policies build cash values that can help meet financial
emergencies, pay for specific goals or provide income for retirement.

Whole life insurance is the most common type of permanent insurance. The premiums for such policies are paid
periodically and generally remain constant over the life of the policy. These policies largely accommodate those
seeking long-term goals because these policies guarantee increasing cash value. Universal life insurance is another
main type of permanent life insurance and provides more flexibility in premium payments than whole life insurance.
After the initial payment, universal life insurance enables the policyholder to pay premiums at any time, in any
amount, subject to certain minimums and maximums. Compared with a traditional whole life policy, universal life
insurance policies also make it easier to change the amount of the death benefit.

Variable life insurance policies provide benefits and cash values that vary with the performance of an underlying
portfolio of investments. Premiums are allocated to a variety of investments, depending on the policyholder's
appetite for risk, as insurers are permitted to place funds in a variety of financial products from equities to
government bonds. Unlike traditional life insurance products, the cash value of a variable life policy is not
guaranteed, and the policyholder bears the risk.

Included in life insurance is disability insurance, which comes in two major forms, including a variety of employer-
paid and government-sponsored programs, generally cost-free to the recipient, covering certain categories of
workers. This also includes private policies that are paid for by individuals and protect income when there are no
applicable employer or government programs or when those programs do not adequately meet income needs. The
duration of disability coverage can vary, with short-term disability coverage providing benefits for a specified period
of time, whereas a long-term policy may provide benefits up to retirement.

GROUP LIFE INSURANCE

Group life insurance policies are expected to represent 6.3% of industry
revenue in 2020.

One of the main differences of group life insurance versus individual life insurance is that group policies are provided
by employers. This product holds a smaller percentage of industry revenue due to the uncertain aspects of this
policy. In a group policy, a person's coverage will be cancelled if a person leaves their job. Also, in a group policy,
the contract can be cancelled by the life insurance company itself. In an individual policy, only the policy holder can
cancel the insurance policy. Other than a few minor differences, the financial products offered are both the same in
a group and individual policy.

Demand
Determinants

Overall demand for the Canadian Life Insurance and Annuities industry's
products is often determined by general economic conditions, Canadian
demographics, regulatory policies and tax rates.
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The two economic factors that considerably influence industry demand are fluctuations related to the total domestic
workforce and per capita disposable income. Industry premiums are generated through individual policies marketed
and sold directly to consumers and group policies sold to third-party entities, such as employers. The ability for
individuals to maintain insurance premiums or annuity payments is directly related to disposable income, which is
often influenced by employment levels. In addition, group insurance and annuity policies are anticipated to account
for 53.8% of total industry premiums in 2020, since employers are the third-largest parties these policies are sold to.
Therefore, workforce levels are a key factor in determining industry demand.

In addition to general economic factors, regulatory policies related to taxes and demographics, such as the median
age of the population, are highly correlated with demand for industry products. Older populations tend to focus more
on savings-related industry products, such as annuities, due to the increased importance these individuals place on
retirement planning. The need for estate planning is also important for older generations, but these factors are often
related to regulatory changes.

Additionally, the decline in both mortality and marriage rates has decreased the incentive for individuals to purchase
life insurance policies associated with survivor benefits. As a result, the industry has shifted its focus away from
traditional death benefit products and toward the retirement and estate planning arena. The rise in retirement related
products is increasing the popularity of variable annuities, separate accounts and other deposit-type products.
Following this shift, life insurers' investment performance relative to other substitute savings products is emerging as
a key demand determinant. Importantly, while the aging domestic population benefits from demand and premium
levels of insurance policies for retirement, it also puts a strain on industry profitability for annuity products that
guarantees payments until the policyholder's death.

Conversely, industry operators may experience a slight increase in demand for life insurance policies due to the
COVID-19 (coronavirus) pandemic. As morbidity rates substantially increase in 2020 as a result of the coronavirus
pandemic, consumers may begin to seek more life insurance policies to ensure the financial stability of themselves
and their families.

Major Markets

  In the Life Insurance and Annuities industry in Canada, regardless of
whether the policies are originally sourced from an employer or directly
from an individual, consumers are the ultimate market for industry
operators.

  Consequently, demographics play a significant role in the sales of life insurance and annuities. As individuals age,
they tend to rely more on industry products for their retirement. Death benefit policies ensure that beneficiaries are
financially secure once the insured dies, but in more recent years, the insurance sector has made great headway in
the provision of investment and savings insurance products. The aging of the domestic population and increasing
life expectancies have caused the average age of a life insurance consumer to increase over the five years to 2020.

Yet, longer life expectancies also put pressure on these same investment products, particularly annuities that
require consistent payments until the insured's death. As a result, while the aging domestic population has boosted
revenue and product line expansion in the industry, it is anticipated to strain the profitability of industry operators in
the years ahead, while also further increasing their focus on investment returns.

The industry's major markets are expected remain the same over the five years to 2020. However, demand from the
industry's major markets is expected to fluctuate more than normal due to the COVID-19 (coronavirus) pandemic. In
the short term, demand from the major markets may notice a slight decrease due to the increases in unemployment
and decreases in per capita disposable income caused by coronavirus. This short-term affect will discourage people
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from purchasing policies since their funds are scarcer and consumers will choose to spend their incomes on more
essential items such as food and rent. Conversely, in the long run, the major markets may experience an increase in
demand for industry products due to fears of a similar event, such as coronavirus, occurring in the future. As
consumers always wish to be financially secured for themselves and their loved ones, people will purchase more
policies in preparation for another outbreak.

INDIVIDUALS AGED 18 TO 34

Accounting for 32.9% of industry revenue, consumers aged between 18
and 34 are the second-largest market for the Life Insurance and Annuities
industry in Canada.

Over the five years to 2020, this market has increased primarily from operators being able to target younger users
via social media and educating them on the importance of life insurance. By being able to target a younger
audience, operators are able to educate consumers at an earlier stage, thus boosting their application activity. Along
with a new education channel, operators have also begun to offer elucidated products that resonate with younger
clients.

INDIVIDUALS AGED 35 TO 54

The largest market in the Life Insurance and Annuities industry in Canada
is made up of adults aged between 35 and 54, accounting for an estimated
36.7% of revenue in 2020.

This age group is the largest since this is the time when the majority of people are settling down with families and
need to plan for retirement and their estate. Life insurance and annuities are an essential financial product for
people that wish to have financial security for themselves after they retire and for their loved ones.

INDIVIDUALS AGED 55 AND OLDER

Individuals aged 55 and older account for the smallest, but one of the
most important markets for the Life Insurance and Annuities industry in
Canada.

Accounting for 30.4% of industry revenue in 2020, this is a crucial market for operators since these are the people
that will soon be receiving payments from annuities and life insurance policies once they retire and pass away. This
market accounts for the smallest percentage of revenue since these people tend to already have all their policies set
up. Not many adults about to retire are taking out new policies and starting new plans.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Life Insurance and Annuities industry in Canada does not directly participate in the sale of goods, as exports
and imports are not applicable. However, the industry continues to expand operations globally. For more information
on the industry's international trends, please refer to the Industry Globalization section of this report.
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Business
Locations

  The distribution of establishments in the Life Insurance and Annuities industry in Canada closely tracks domestic population
trends. For example, Ontario is anticipated to account for 37.7% of industry establishments and 38.8% of the Canadian population
in 2020. To take advantage of this large population base, some of the industry's largest players focus operations in Ontario to
generate the bulk of their revenue. For instance, Manulife Financial Corporation and Sun Life Financial Inc. are both
headquartered in Toronto. Similar to Ontario, Quebec maintains a significant share of the industry's establishments due to its
substantial population size. In 2020, Quebec is expected to account for 25.9% of industry establishments and 22.5% of the
domestic population. Companies also prefer to stay close to metropolitan hubs where skilled labour is located, which further drives
the relationship between population and the number of establishments. Other major provinces that hold a large share of
establishments include British Columbia and Alberta, which hold an estimated 11.7% and 11.6% of industry establishments,
respectively, in 2020.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Life Insurance and Annuities industry in Canada operates with a medium level of market share concentration. In
2020, the top three companies are estimated to account for 61.3% of industry revenue. The industry continues to be
dominated by the three largest players commonly referred to as the Big Three, which include the Canada Life
Assurance Company (Canada Life), Manulife Financial Corporation (Manulife) and Sun Life Financial Inc. (Sun Life).
However, there are many other important players that create a strong competitive landscape. An estimated 62.9% of
establishments employ fewer than five employees, which has kept the industry relatively diluted over the five years
to 2020. In recent years, these companies have been negatively affected by accounting changes, historically low
bond yields and demographic changes. Yet, Manulife and Sun Life have each invested in technological
improvements as a means of boosting their profit margin. Additionally, these players have acquired numerous
competitors as a means to expand. For example, in September 2014, Manulife agreed to acquire the Canadian
assets of Standard Life Aberdeen PLC (Standard Life) for $4.0 billion. Standard Life was previously estimated as the
fifth-largest domestic life insurer, expanding Manulife's domestic presence further, particularly in Quebec. Given the
advantages of scale in this industry, acquisitions of this nature are anticipated to continue in the years ahead,
leading to an increase in market share concentration.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Financial strength:
Life insurers are required to maintain a minimum continuing capital and surplus requirements ratio to ensure
compliance with federal regulations. A strong capital position is also important for expanding operations.

Effective asset management:
Industry operators must effectively manage their asset portfolios to ensure adequate returns for long-term insurance
and annuities products, while also minimizing risk.

Having an extensive distribution network:
Life insurers must have a large distribution network to provide services to clients in a range of geographic areas.
These distribution networks often include agents, brokers, online resources and physical establishments.

Effective cost controls:
Cost-efficient distribution channels and administrative systems are crucial to compete on the basis of price in the
industry.

Ability to establish remote work arrangements for employees:
Insurers heavily rely on employees for sales and other imperative tasks for successful operations. The ability to
establish efficient remote work is crucial for operators during the COVID-19 pandemic to ensure their employees
stay safe.
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Cost Structure
Benchmarks

  Profit

Industry profit, which is defined as earnings before interest and taxes, is
expected to account for 1.1% of revenue in 2020. The industry's profit
margin is highly volatile since it largely depends on both the benefit
payment expenses and the performance of investment portfolios. The
industry's profit accounted for 3.5% of total revenue in 2015 as a result
of revenue from premiums outpacing benefit payments. The profit of
insurance companies tends to vary with the size of the company since
larger players benefit from cost-effective technology and reputational
advantages that create sales. The decline in profit can be mainly
associated with the adverse effects experienced from the COVID-19
(coronavirus) pandemic. Due to the coronavirus pandemic, financial
markets and general macroeconomic conditions have been declining,
which results in a decrease in investment income and an increase in
claim payouts for industry operators.

 

  Wages

Wages generally include salaries and commissions for in-house sales
teams, back-office support personnel and other operational employees.
Wages are expected to account for 5.5% of industry revenue in 2020.
This share is expected to increase slightly over the five years to 2025,
although more operators invest in cost-cutting technology that can
replace labour. The increase can be attributed to the rising demand in
higher skilled labour, which would inevitably raise industry wages.
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  Purchases

Purchases are expected to account for 45.9% of industry revenue in
2020, increasing slightly from 42.7% in 2015. Purchases include
equipment, software and supplies, professional and outside service
fees and merger-related expenses. The largest aspect of industry
purchases can be attributed to merger-related expenses, since
operators are constantly trying to expand their operations and achieve
high levels of financial stability to be able to underwrite more policies
without fears of becoming insolvent.

 

  Marketing

Total marketing expenses represent 3.8% of industry revenue in 2020,
falling slightly over the five years to 2020.

 

  Depreciation

Depreciation is expected to account for 0.3% of industry revenue in
2020, increasing slightly from 0.2% of revenue in 2015.

 

  Rent

Rent expenses are expected to account for 3.4% of revenue in 2020,
falling slightly during the five-year period, from 3.8% in 2015.
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  Utilities

Utilities are expected to account for 0.2% of revenue in 2020, remaining
stagnant as a share of revenue over the past five years.

 

  Other Costs

Benefit payments and other costs represent the second-largest cost
category for domestic life insurers, accounting for an estimated 39.8%
of industry revenue in 2020. Unlike property and casualty insurers,
aggregate claims expenses for life insurers tend to remain consistent
on an annual basis, rising or falling gradually over time with policy
volumes. Moreover, the mortality rate and average age of policyholders
also influence how much an operator must pay out in benefit payments.
These changes tend to be gradual, however, and insurers usually
adjust premium prices to offset any increases in potential payout
schedules. Most of the volatility in the industry's benefit payments are
generated from annuities since the sale of these products are more
sensitive to changes in interest rates and spread.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  Given the homogeneity in product lines, price represents one of the most
important means of competition in the Life Insurance and Annuities
industry in Canada.

However, competition in the industry also takes many other forms, including customer service, technology and
financial strength.

There is a significant amount of contact with potential and existing clients throughout the purchase, renewal and
claims process. Consequently, service quality forms a potent basis of competition in the industry. In general, an
operator's quality of service is largely dependent on the quality of its workforce. A life insurer's employees must
possess the market knowledge and experience to appropriately advise potential and current customers on their
future insurance needs. In turn, insurers must invest in training and development programs for internal sales teams
and rely on skilled third-party agents. Moreover, industry operators must employ talented actuaries and underwriters,
as there is a limited supply of individuals with these skills, life insurers must compete for their employment on the
basis of compensation packages.
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The technological capability of life insurers continues to grow in importance as a basis of competition. Throughout
the life of a policy, an insurer must provide customers with timely responses and easily accessible account
information. To do this, insurers must continually upgrade and improve technological systems. Proper system
upgrades lower operational costs by increasing employee productivity. At the same time, these systems help
improve consumer sentiment because users may benefit from various technology changes, particularly services that
enable clients to access information remotely via the internet. Yet, the increased use of digital technologies does
come with additional risks, with many industry operators, including Manulife Financial Corporation, implementing
enterprise-wide information security and privacy programs as a means to manage the risk of privacy breaches.

Industry operators also compete on the basis of financial strength. Given the significant time period between policy
initiations and claims for some life insurance products, potential clients often opt to source policies from large,
financially sound operators. These major players also tend to have extensive distribution networks and strong brand
name recognition, providing them with crucial competitive advantages in the industry. However, the existence of
Assuris reduces the advantages of the most financially sound companies to a certain degree, as it protects domestic
policyholders in the event that their life insurance company should become insolvent.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  The most significant barrier to entry for the Life Insurance
and Annuities industry in Canada involves raising the
extensive amount of capital required to run operations.
New entrants must develop a massive distribution
network, relying on both in-house and independent agents
and brokers to sell their products. Additionally, the new
business must hire highly skilled actuaries and
underwriters to accurately and competitively price
policies, while simultaneously minimizing risk. As a result,
the most successful entrants in the industry are typically
insurers with operating histories in other product lines that
have decided to expand into the domestic life insurance
and annuities market.

The industry's high level of regulation also poses a
substantial barrier to entry for potential operators to
overcome. The federal and provincial governments share
jurisdiction over life insurers in Canada. Federal
supervision extends for insurers that have incorporated
under the Insurance Companies Act. The Office of the
Superintendent of Financial Institutions (OSFI) regulates
and supervises federally regulated life insurance
companies and their subsidiaries. The OSFI has
established a capital adequacy measurement for life
insurance companies incorporated under the Insurance
Companies Act and their subsidiaries. This measure is
known as the minimum continuing capital and surplus
requirements ratio. The minimum requirement for the ratio
is 120.0%. However, many of the industry's operators
have targets that far exceed this minimum figure.

Finally, the domestic market is highly concentrated, which
poses an additional and crucial barrier to entry. Larger
companies typically have stronger reputations and larger
distribution networks. The size of these players is also
important because scale can affect premiums and help
generate increased investment returns. As the value of an
operator's assets under management increases, risks
dissipate and lower premiums can be passed onto clients
and dividends paid to policyholders of mutual insurance
companies. As a result, the competitive pricing by industry
incumbents can make it difficult for new entrants to win
customers.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Life Insurance and Annuities industry in Canada, similar to the financial services sector as a whole, continues to
focus on international markets for expansion. For example, the industry's major players have extensive operations
across the United States, Europe and Asia. However, The Canada Life Assurance Company, Manulife Financial
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Corporation and Sun Life Financial Inc. are each headquartered in Canada. As these companies dominate the
market, the industry maintains a low but increasing level of globalization.

This level of globalization is expected to continue to increase despite the COVID-19 (coronavirus) pandemic.
Industry operators benefit greatly from expanding to international markets, by spreading out the risk a company
needs to underwrite, operators would be able to insure more people and expand operations.
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Major Companies

Major Players Manulife Financial Corporation

Market Share: 28.9%

  Headquartered in Toronto, Manulife Financial Corporation (Manulife) is a global financial services company with
operations in Canada, the United States and Asia. Through its international operations, Manulife employs more than
35,000 employees and 98,000 agents under contract. Founded in 1887, the company now offers a range of financial
protection and wealth management products and services to its customers. In Canada, Manulife operates through
Manulife Investments, Manulife Bank, Manulife Group Benefits and Manulife Private Wealth. Alternatively, the
company operates as John Hancock in the United States, primarily distributing its products through financial
advisers and the John Hancock Financial Network, which is a network of independent operators. The company
generated total revenue of $79.6 billion in 2019.

Manulife separates its operations into three geographical areas, which include its Asia division, Canadian division
and US division. The company's industry-relevant operations are included in its Canadian division. This division is
further separated into the company's insurance products and wealth products subsegments. The company's
insurance products include universal, whole and term life insurance, in addition to living benefits insurance.
Manulife's wealth products subsegment offers a range of investment products, including annuities, to individuals with
retirement and estate planning needs.

In September 2014, Manulife agreed to acquire the Canadian assets of Standard Life Aberdeen PLC (Standard Life)
for $4.0 billion. Standard Life was previously estimated as the fifth-largest domestic life insurer, expanding Manulife's
domestic presence further, particularly in Quebec. Additionally, the acquisition also increases Manulife's exposure to
group benefit insurance products and mutual funds. This represents a significant shift away from higher-risk and
longer-term products.

Financial performance

Over the five years to 2020, Manulife's industry-relevant revenue is expected to increase at an annualized rate of
7.9% to $22.2 billion. Similar to the broader industry as a whole, industry-relevant premiums have steadily increased
during the five-year period, driven by population and per capita disposable income growth during the majority of the
five-year period. In 2018, the company suffered from low sales of life insurance and annuities products, which led to
a steep decline. As a result of the company's poor performance in 2018, its industry-relevant operating income,
measured as earnings before interest and taxes, is projected to decrease at an annualized rate of 3.1% to $1.4
billion over the five years to 2020. In addition to the company's poor performance in 2018, the company has been
negatively affected by the COVID-19 (coronavirus) pandemic, which has increased claim payouts and lowered
investment income. The negative effects from the coronavirus pandemic are expected to persistently influence
company performance.

 
Manulife Financial Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 15,159.8 N/C 1,643.2 N/C
2016 15,009.9 -1.0 1,577.1 -4.0
2017 14,035.1 -6.5 1,516.8 -3.8
2018 16,751.9 19.4 1,634.8 7.8
2019 23,899.9 42.7 1,463.8 -10.5
2020 22,185.3 -7.2 1,401.2 -4.3

Source: Annual Report and IBISWorld
Note: *Estimates

Canada Life Assurance Company

Market Share: 21.4%

  The Great-West Lifeco Inc. (Great-West Lifeco) is a global financial service holding company headquartered in
Winnipeg, MB. The company employs 24,200 employees worldwide and has over 31.0 million customer
relationships, 13.0 million of which are in Canada. As of January 1, 2020, the Great-West Life Assurance Company,
London Life Insurance Company and the Canada Life Assurance Company (Canada Life), along with its holding
companies, became one company in Canada called the Canada Life Assurance Company. Great-West Lifeco still
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maintains operations in Canada, the United States, Europe and Asia.

Canada Life separates its operations into three geographical areas, which include Canada, the United States and
Europe. Within the company's Canada operations, it operates under four subsegments, including individual
insurance, wealth management, group insurance and Canada corporate. Canada Life's industry-relevant operations
are conducted through its individual insurance, wealth management and group insurance subsegments. Through
these segments, Canada Life provides life insurance to individuals, annuity products and life insurance to group
clients, respectively.

In July 2013, Great-West Lifeco, through its subsidiary Canada Life Limited (Canada Life), completed the acquisition
of Irish Life Group Limited (Irish Life). The life insurance and pension operations of Canada Life have been
combined with the operations of Irish Life. The combined operations are to retain the Irish Life brand name, as the
company has a strong brand and a myriad of product offerings. In 2017, the company completed the acquisition of
Financial Horizons Group Inc., a leading Canadian provider that supports insurance adviser practices and is
expected to help expand its client base.

Financial performance

Over the five years to 2020, Canada Life's industry-relevant revenue is expected to decrease at an annualized rate
of 0.3% to $16.4 billion. The majority of this decline can be attributed to the COVID-19 (coronavirus) pandemic,
which has decreased investment income and increased claim payouts significantly. Prior to 2020, the company
experienced steady growth, which stemmed from moderate gains in both individual life insurance and annuities
premiums and deposits. However, the company's industry-relevant operating profit, measured as earnings before
interest and taxes, is expected to increase, rising an annualized 4.6% to $4.8 billion during the five-year period,
primarily due to positive performance trends in 2015 and 2017.

 
Canada Life Assurance Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 16,709.8 N/C 3,795.9 N/C
2016 18,117.9 8.4 3,242.6 -14.6
2017 18,204.5 0.5 7,395.4 128.1
2018 18,680.8 2.6 8,155.3 10.3
2019 19,999.0 7.1 6,202.8 -23.9
2020 16,449.8 -17.7 4,760.5 -23.3

Source: Annual Report and IBISWorld
Note: *Estimates

Sun Life Financial Inc.

Market Share: 11.0%

  Headquartered in Toronto, Sun Life Financial Inc. (Sun Life) is a global provider of protection and wealth products to
both individual and corporate clients. Founded in 1865, the company offers its products in Canada, the United
States, Europe and Asia. Sun Life employs 40,600 individuals in 26 countries.

Sun Life operates through three business units, which include individual insurance and investments, group benefits
and group retirement services. The company's individual insurance and investments unit provides permanent life,
term life, universal life, long-term care and personal health insurance. The segment also provides savings and
retirement products, including mutual funds, accumulation annuities and payout annuities. Finally, the company's
group retirement services unit is the leading provider of defined contribution plans in Canada, while also providing
fixed rate annuities and group life annuities, among other products. Sun Life operates in the industry through each of
its business units.

Financial performance

Over the five years to 2020, Sun Life's industry-relevant revenue is expected to decrease at an annualized rate of
0.3% to $8.4 billion. The aging population and favourable per capita disposable income growth are expected to
provide Sun Life with a strong foundation for expansion. Premiums have exhibited stable growth during the five-year
period and are expected to continue growing in the future, as individuals seek to secure their retirement savings and
ensure preparedness for unexpected circumstances. However, due to the ongoing situation regarding the
coronavirus pandemic, Sun Life has experienced unfavourable market conditions and increased morbidity. These
two factors that resulted from the coronavirus pandemic have negatively affected Sun Life's 2020 first quarter
performance by decreasing investment income and increasing claim expenses, specifically in group benefits. These
factors are expected to continue to negatively pressure the company while the pandemic is prevalent. The
company's operating profit is expected to rise during the five-year period.
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Sun Life Financial Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 8,528.1 N/C 1,101.1 N/C
2016 8,861.6 3.9 1,537.4 39.6
2017 8,728.2 -1.5 1,475.4 -4.0
2018 9,925.7 13.7 1,555.9 5.5
2019 10,303.9 3.8 1,288.3 -17.2
2020 8,412.9 -18.4 1,267.7 -1.6

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies An estimated 96 companies operate in the Life Insurance and Annuities industry in Canada in 2020. Moreover, the
top three companies are anticipated to account for 61.3% of total market share. Consequently, the industry is
moderately concentrated.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Life Insurance and Annuities industry in Canada
operates with a low to moderate level of capital intensity.
IBISWorld estimates that for every $1.00 spent on wages,
the industry will allocate $0.05 to capital intensity. The
industry benefits from low depreciation rates since most
capital investment involves improving or innovating
software systems and long-lasting hardware with few
assets that experience strong depreciation. Capital
intensity is expected to increase slightly over the five years
to 2025, as operators increasingly invest in technology
such as artificial intelligence and robotics that can replace
the value-added of labour.

Industry operators rely on technological investment for
various tasks, including claims processing, policy
administration and actuarial activities. In addition, the
industry's major players continue to invest in technological
improvements to boost margins. For example, Manulife
Financial Corporation is in the process of finalizing a
mobile point of sales platform that permits the company's
advisers to perform financial planning analysis and
complete an insurance application electronically.
Additionally, since the financial crisis, the Office of the
Superintendent of Financial Institutions has put industry
operators through a series of stress tests to ensure that
they can withstand poor operating conditions. For example,
according to the Globe and Mail, life insurers were recently
required to test the effect of a 100-basis-point decline in
interest rates. Outlier scenarios and compliance changes
have required industry operators to invest more heavily in
capital improvements over the five years to 2020.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Very Low Ease of Entry Very
Unlikely

A qualitative measure of barriers to entry. Fewer
barriers to entry increases the likelihood that
new entrants can disrupt incumbents by putting
new technologies to use.

Very Low Rate of Entry Very
Unlikely

Annualized growth in the number of enterprises
in the industry, ranked against all other
industries. A greater intensity of companies
entering an industry increases the pool of
potential disruptors.

Low Market
Concentration

Unlikely A ranked measure of the largest core market for
the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The Life Insurance and Annuities industry in Canada offers a vital service to
consumers that wish to secure their financial well-being and the welfare of
their beneficiaries.

As a result, there is no significant technological disruption that affects life insurance policies and the growth of this segment.
However, there are more potential disruptors of demand for annuity policies since this service is more replaceable with
different financing methods. As a result, technological developments that increasingly enable Canadians to manage their
retirement money and spending as well as improve their planning act as technological disruptors that shift demand away
from annuities. Annuities are exposed to several alternatives for retirement plans such as employers' plans or funds that
manage retirement accounts. Technological advancements in investment algorithms and portfolio optimization that lead to
greater returns are disruptors that can shift demand from annuities to retirement accounts.

The level of technology change is    Medium

  The Life Insurance and Annuities industry in Canada relies heavily on
information technology (IT) to maintain customer records and to process
financial transactions.

Computer systems are used for risk-management purposes, sales and other operational functions. Additionally, many life
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insurers continue to expand online-based infrastructure so that clients can access their accounts and make changes and
limited transactions online. However, domestic life insurers have yet to fully obtain the benefits of digital technology. For
example, while life insurers have improved expense management through outsourcing and focusing on core businesses,
most have yet to replace existing systems with digital technologies at the enterprise level. This change would enable
industry operators to more easily and efficiently use forecast modelling and consumer analytics to expedite the underwriting
process. Moreover, other areas for improvement with respect to additional technology use include efficiency gains from
cloud computing and increased social networking campaigns. Artificial intelligence to improve analytics and risk
management systems is also in the scope of many operators to improve efficiency.

However, the increased use of digital technologies does come with additional risks. As technology is used extensively in the
industry, systems disruptions can affect life insurers substantially. The Office of the Superintendent of Financial Institutions
is increasing its focus on future technology risks while working with industry operators to increase preparation for these
challenges. Moreover, many life insurers, including Manulife Financial Corporation, have implemented enterprise-wide
information security and privacy programs to manage the risk of privacy breaches.

Revenue
Volatility

The level of volatility is    Medium

  The Life Insurance and Annuities industry in Canada has experienced a low to
moderate level of revenue volatility over the five years to 2020.

Volatility primarily depends on any aggregate changes in premiums, investment patterns and purchases of life insurance
and annuities. Therefore, it is influenced by fluctuations in economic activity, financial markets and consumer trends. Since
much of the revenue in the industry originates from investments made by operators with funds acquired from premiums,
volatility in the financial market can heavily influence the industry revenue volatility. Additionally, performance is based on
the policy patterns of Canadian consumers, so when there is a boom in the number of policies and rising premiums
associated with them, revenue increases. However, a steady and favourable trend of demand for life insurance is expected
to tame much of the volatility that may arise from uncertainty in financial markets. Revenue volatility may be further reduced
with operators investing in safer financial products and a stricter regulatory environment that limits the level of risk
companies can endure.

Although the industry typically endures low levels of revenue volatility, the ongoing COVID-19 (coronavirus) pandemic has
caused revenue to fluctuate at greater levels. The main reason for the increase in volatility is due to unstable
macroeconomic conditions, which have caused financial markets and consumer patterns to shift dramatically.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The federal and provincial governments share jurisdiction over life insurers for
the Life Insurance and Annuities industry in Canada.

Federal supervision extends for insurers that have incorporated under the Insurance Companies Act. The Office of the
Superintendent of Financial Institutions (OSFI) regulates and supervises federally regulated life insurance companies and
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their subsidiaries. The office conducts reviews of industry operators to determine their financial state. Alternatively, the
provinces regulate the licensing of insurers that choose to operate in their jurisdictions, while also regulating the marketing
of insurance products and services.

The industry is also required to fund a compensation organization called Assuris. Assuris was developed to protect
domestic policyholders in the event that their life insurance company should fail. It does this by minimizing the loss of
benefits resulting from this company's failure and ensures the transfer of their policies to a solvent company. This solvent
company is then required to honour the benefits of these policies.

MINIMUM CONTINUING CAPITAL AND SURPLUS REQUIREMENTS

The OSFI has established a capital adequacy measurement for life insurance
companies incorporated under the Insurance Companies Act and their
subsidiaries.

This measure was known as the minimum continuing capital and surplus requirements (MCCSR) ratio. However, in
January 2018, the OSFI replaced the MCCSR with the Life Insurance Capital Adequacy Test (LICAT). The LICAT has
formatted the way credit risk, solvency ratios and overall capital management must be carried out by insurance companies
in the industry. Operators have been forced to adjust operations, product pricing and investment strategies to the new
regulation, which are similar to the MCCSR but far more complex in the calculation of traditional ratios and risk assessment.

OWN RISK AND SOLVENCY ASSESSMENT (ORSA)

The OSFI recently finalized its Own Risk and Solvency Assessment (ORSA)
draft released in 2012.

According to Ernst and Young, the requirements are similar to Solvency II in the European Union and ORSA requirements
issued by the National Association of Insurance Commissioners in the United States. Canadian insurers have started
reporting on the ORSA initiative in 2014, with the initiative potentially increasing the cost of regulatory compliance. If this is
the case, similar to the international insurance sector, smaller insurers may opt to consolidate as a means to more
effectively compete.

ACCOUNTING STANDARD CHANGES

In 2011, domestic life insurers adopted International Financial Reporting
Standards (IFRS).

In addition, in 2013, the International Accounting Standards Board issued revised accounting standards exposure drafts
related to insurance contracts. The revision involves the presentation of insurance and insurance-like guarantees on both
the income statements and balance sheets of domestic life insurers.

While the 2011 change is not drastically different from Canada's previous generally accepted accounting principles (GAAP),
according to the Globe and Mail, the main problem is the difference between current Canadian principles and US principles.
This is a problem for industry operators, particularly the major players, as many maintain substantial insurance operations
in both Canada and the United States. IFRS requires insurers to account for changes in interest rates and the market value
of their investments sooner than GAAP. This has the potential to lead to large differences in earnings for life insurers on an
international scale.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

The Life Insurance and Annuities industry in Canada has a low and steady
level of industry assistance.

Domestic life insurers generally receive ongoing support from regulators that negotiate with foreign regulators to reduce the
compliance costs associated with international expansion. Additionally, industry operators receive support from industry
associations. For example, the Canadian Life and Health Insurance Association (CLHIA) promotes a favourable regulatory
environment for industry operators. With its members accounting for 99.0% of domestic life and health insurance business,
the CLHIA also seeks to foster sound practices in the conduct of these same members.

In addition, due to the COVID-19 (coronavirus) pandemic, the industry is expected to receive governmental aid to help keep
operators afloat. The Canada Emergency Wage Subsidy (CEWS) plan is one of many coronavirus relief programs that
attempts to aid operators. The CEWS will assist operators by covering 75.0% of an employee's wage and aims to enable
companies to rehire employees to avoid layoffs.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per Capita
Disposable
Income ($)

2011 75,392 3,868 915 113 83,768 N/A N/A 3,340 N/A 28,391
2012 73,052 6,487 906 115 86,283 N/A N/A 3,638 N/A 28,883
2013 71,923 9,320 874 90.0 88,839 N/A N/A 3,134 N/A 29,369
2014 82,470 2,911 814 99.0 94,587 N/A N/A 3,819 N/A 29,466
2015 83,259 6,785 726 97.0 91,187 N/A N/A 3,704 N/A 30,814
2016 85,921 9,797 720 96.0 94,980 N/A N/A 4,126 N/A 30,334
2017 84,780 7,074 684 91.0 94,866 N/A N/A 4,191 N/A 30,555
2018 86,509 10,356 697 93.0 94,228 N/A N/A 4,646 N/A 30,773
2019 82,345 9,093 750 100.0 93,283 N/A N/A 4,564 N/A 30,846
2020 76,706 5,403 719 96.0 88,880 N/A N/A 4,329 N/A 30,028
2021 73,599 5,192 696 93.0 86,168 N/A N/A 4,189 N/A 30,534
2022 74,524 5,240 691 93.0 86,470 N/A N/A 4,211 N/A 30,974
2023 90,165 6,172 746 99.0 98,619 N/A N/A 4,861 N/A 31,152
2024 97,027 6,574 772 102 103,934 N/A N/A 5,145 N/A 31,311
2025 101,819 6,864 795 105 107,961 N/A N/A 5,355 N/A 31,475

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2011 -2.02 -30.4 -2.14 -2.59 -1.61 N/A N/A 2.77 N/A -0.58
2012 -3.11 67.7 -0.99 1.76 3.00 N/A N/A 8.90 N/A 1.73
2013 -1.55 43.7 -3.54 -21.7 2.96 N/A N/A -13.9 N/A 1.68
2014 14.7 -68.8 -6.87 10.0 6.47 N/A N/A 21.8 N/A 0.32
2015 0.95 133 -10.8 -2.03 -3.60 N/A N/A -3.00 N/A 4.57
2016 3.19 44.4 -0.83 -1.04 4.15 N/A N/A 11.4 N/A -1.56
2017 -1.33 -27.8 -5.00 -5.21 -0.13 N/A N/A 1.58 N/A 0.72
2018 2.03 46.4 1.90 2.19 -0.68 N/A N/A 10.9 N/A 0.71
2019 -4.82 -12.2 7.60 7.52 -1.01 N/A N/A -1.77 N/A 0.23
2020 -6.85 -40.6 -4.14 -4.00 -4.73 N/A N/A -5.15 N/A -2.66
2021 -4.06 -3.92 -3.20 -3.13 -3.06 N/A N/A -3.25 N/A 1.68
2022 1.25 0.93 -0.72 0.00 0.35 N/A N/A 0.53 N/A 1.44
2023 21.0 17.8 7.95 6.45 14.0 N/A N/A 15.4 N/A 0.57
2024 7.61 6.52 3.48 3.03 5.38 N/A N/A 5.83 N/A 0.50
2025 4.93 4.41 2.97 2.94 3.87 N/A N/A 4.08 N/A 0.52

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 5.13 N/A N/A 900 4.43 91.5 39,876
2012 8.88 N/A N/A 847 4.98 95.2 42,162
2013 13.0 N/A N/A 810 4.36 102 35,278
2014 3.53 N/A N/A 872 4.63 116 40,371
2015 8.15 N/A N/A 913 4.45 126 40,624
2016 11.4 N/A N/A 905 4.80 132 43,440
2017 8.34 N/A N/A 894 4.94 139 44,182
2018 12.0 N/A N/A 918 5.37 135 49,310
2019 11.0 N/A N/A 883 5.54 124 48,931
2020 7.04 N/A N/A 863 5.64 124 48,711
2021 7.05 N/A N/A 854 5.69 124 48,611
2022 7.03 N/A N/A 862 5.65 125 48,699
2023 6.84 N/A N/A 914 5.39 132 49,292
2024 6.78 N/A N/A 934 5.30 135 49,499
2025 6.74 N/A N/A 943 5.26 136 49,600

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Canadian Life and Health Insurance Association Inc.
http://www.clhia.ca

LIMRA
http://www.limra.com

The Globe and Mail
http://www.theglobeandmail.com

Industry Jargon FIXED ANNUITY
A type of investment vehicle that guarantees a future stream of fixed payments. Annuities transfer investment risk
from the insured to the insurer.

PERMANENT LIFE INSURANCE
A policy that provides similar coverage as term life insurance but is meant to be held and paid for during the duration
of the insured person's life.

TERM LIFE INSURANCE
A policy that provides life insurance coverage at a fixed rate of payments over a limited period of time, usually one
year. After the period, coverage at the previous rate is not guaranteed.

VARIABLE ANNUITY
A type of annuity that provides future payments to the contract holder, usually at retirement. Payments are
dependent on the performance of annuity's underlying portfolio of securities.

VARIABLE LIFE INSURANCE
A type of life insurance in which benefit payments are determined by the performance of underlying investments
chosen by the policyholder.

WHOLE LIFE INSURANCE
A permanent life insurance policy that remains in force for the insured person's whole life as long as premium
payments remain current or on time.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
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common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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