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Facts of life:

Size does matter
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Obesity is a growing problem

The terms “overweight” and “obese” are used to denote situations
where excessive fat accumulation represents an increased health
risk. While there are more accurate ways to measure excess body
fat accumulation, a convenient and industry accepted measure is
the Body Mass Index (BMI). According to this index, someone with
a BMI greater than 25 is considered overweight and those with a
BMI greater than 30 would be considered obese.

Globally, obesity is an increasing problem. The World Health
Organisation (WHO) reports that 2.8 million people die each year
as a result of being overweight or obese. And it’s clear from WHO
that the size of the problem is growing with the prevalence of
obesity nearly doubling between 1980 and 2008. In 2008 it was
estimated that 1.4 billion adults were considered overweight and
more than 500 million were obese. Around the world, obesity is
believed to contribute to approximately 44% of diabetes, 23% of
ischaemic heart disease and 7-41% of certain cancers'.

Unfortunately, Australia is at the forefront of the obesity problem
and this represents a substantial health, societal and financial issue
for all Australians. The most recent Australian Health Survey 2011-
20122 showed that nearly 63% of Australian adults are considered
overweight or obese, with 28% considered obese. Data projections
to 2025 indicate this figure will rise to 70% and 34% respectively.

In terms of population, this would result in an estimated total of
16.9 million Australians being either overweight or obese’.

What are the impacts of obesity?

Regrettably, obesity is rarely considered to be a cause of other
diseases, nor is it seen as a disease in its own right as has been
advocated.

However the long list of obesity complications includes:

« Cardiovascular diseases — hypertension, abnormal lipids and
cholesterol, coronary artery disease and stroke

« Obstructive sleep apnoea

« Type 2 diabetes and insulin resistance

« Osteoarthritis

« Cancer - increased risks of cancer of the colon, breast,
oesophagus, uterine and kidney

« Fatty liver disease
« Kidney damage and abnormal functioning

« Depression and cognitive impairment

What is the true cost of obesity?

Putting a dollar figure on the cost of being overweight or obese is
difficult but Access Economics estimated that in 2008, the financial
cost of obesity in Australia was AUD $8.3 billion (including AUD

$2 billion in health system costs, AUD $3.6 billion in productivity
costs and AUD $1.9 billion in carer costs) with an additional AUD
$49.9 billion in the form of lost wellbeing®.

More tragically, the human cost is also considerable. It is readily
apparent from medical complications associated with obesity that
there is a toll on increased mortality as well as a greatly reduced
quality of life and workplace productivity.

The Australian Institute of Health and Welfare estimated in 2003
that obesity was directly responsible for approximately 7% of all
deaths in Australia®. However, given an increased understanding
and research focus on obesity and its links to other diseases since
that time, experts believe this is underestimating the true burden
of obesity today. The latest statistics are likely to be published in
late 2015 and are expected to paint a much gloomier picture.

International trials carried out in 2003¢ illustrate how dramatic the
reductions in life expectancy can be for those who are overweight
or obese:

» Those who were obese (BMI >30) at age 40 years lived 6 - 7 years
less than those who were not (BMI <24.9);

» Those who were overweight (BMI 25 - 29.9) at age 40 years lived
approximately 3 years less than those with a BMI <24.9;

» Those who smoked and were obese lived 13 - 14 years less than
normal weight, non-smokers.

It has also been suggested that the progressive rise in life
expectancy we have experienced over the past 200 years may
come to an end because of the increasing prevalence of obesity’.



Pricing risk appropriately
For many years, the Australian insurance industry has assessed and

accepted overweight, obese and morbidly obese customers at
standard rates.

However, as we continuously work towards the long term
sustainability of our industry, and ensure TAL's ability to pay claims
in the future, we must consider how assessing overweight and
obese customers at standard rates affects the wider risk pool.

At TAL, we believe in appropriately pricing risk based on available
evidence. And the data shared in this article provides a very
compelling argument for the association of obesity with increased
mortality and morbidity.

Combining this with the rapidly increasing prevalence of obesity in
Australia has led TAL to review how we can look to price risk more
accurately. As such we have recently adjusted the TAL BMI table
calculation loadings to provide a more accurate reflection of the
risks involved.

We hope the evidence provided throughout this article gives an
overview as to the medical basis for that decision.
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