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HOW IMPORTANT IS AN 
ENDURING 70% REPLACEMENT 

RATIO?**

HIGH MEDIUM***

FLAT 70% THROUGHOUT, 
SUITED OCC AFTER 2 YEARS

70% FIRST 2 YEARS, THEN 
60% THEREAFTER.  SUITED 

OCC AFTER 2 YEARS

YES

5 YEAR BENEFIT PERIOD

FLAT 70%

FLAT OWN OCC

2 YEAR BENEFIT PERIOD

FLAT 70%

FLAT OWN OCC

ARE YOU SEEKING A  
BENEFIT PERIOD THROUGH TO 

AGE 65?*
NO

* For example, a shorter benefit period may be desirable due to client cost concerns or age of policyholder. The adviser’s insurance philosophy and attitude may also lend support to a shorter benefit period particularly if the IP is supported by lump sum TPD/Crisis 
and in light of statistics revealing c.85% of retail IP claims being closed within 2 years of claim commencement. 

** An enduring 70% replacement ratio may be desirable from an advice perspective and feasible given the client’s cash flow position. 

*** This structure may be desirable if say a more cost-effective premium is being targeted, or perhaps if a lower replacement ratio after 2 years on claim (noting average IP Claim duration being less than 2 years) can be countered with self-insurance funding 
mechanisms (meaningful cash reserves, emergency funds or strength in family balance sheet).
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