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Abstract 

In this article we present different ways of a bank and an insurance company to 
act as each other’s competitors and allies from 1980’s to the present. We discuss 
also trends which have influenced or shall influence the operating environment 
of financial enterprises.        

The article has been sent to nine representatives of the top management of Finn-
ish banks and insurance companies for comments. We present their comments 
as well as our counter comments. The comments reflect the professional back-
ground of the respondents. They deepen especially the discussion of the recent 
regulation of banks and insurance companies. 

Many comments indicate that the ownership of a product company (most often 
an insurance company) should be given careful consideration.  One reason for 
that are the increased capital costs associated with the ownership.  Another rea-
son is that the new directives require higher transparency and comparability of 
products, and the tightened competition puts pressure on prices. 

However, many comments point out that the new directives are not only a threat 
but also an opportunity. 
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  1 Introduction 

In this article we present different ways of a bank and an insurance company to 
act as each other’s competitors and allies from 1980’s to the present.  Further-
more, we discuss trends which have influenced or shall influence the operating 
environment of financial enterprises.   

The article has been sent to the following representatives of the top manage-
ment of Finnish banks and insurance companies for comments:   

 

Hanna Hartikainen, Head of private customer business area, OP                        
Insurance   

Risto Honkanen, Director, Mandatum Life 

Jussi Huttunen, CEO, OP Life 

Lasse Koskinen, Professor of Insurance science, University of Tam-
pere  

Hannu Lanteri, Former CEO, Central bank of the Finnish savings 
banks  

Pekka Luukkanen, CEO, Nordea Life Finland  

Tom Miller, CEO, Nordea Mortgage bank Finland 

Harri Nummela, Member of the Executive Management Board, pri-
vate and SME customers, OP Group 

Jari Sundström, CEO, LocalTapiola Mutual insurance company.  

 

Their comments will be presented in the following text bolded.  Then, we pre-
sent our counter comments to their comments.  The text version including all 
this has finally been sent to the commentators for them being able to audit the 
whole.  

Banks and insurance companies which are often jointly called the finance in-
dustry are generally considered strongly connected and robustly cooperating. 
People also speak about finance spheres.  This kind of cooperation has not 
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always been self-evident, but the interaction between the industries has strongly 
been labelled by competition. 

  In the following presentation we discuss the competition and cooperation be-
tween banks and insurance companies during the last decades.  We also de-
scribe trends which have influenced the industries.  These trends have been 
partly generated by the industries themselves and partly caused by the operat-
ing environment or the government.  The examples are mostly from Finland, 
but the analysis is valid in the whole Northern Europe and largely in the whole 
Europe.   

Comment 1. It should be mentioned that the mandatory pension in-
surance is not included in the comparison.  
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  2 The rise of bancassurance, the 
1990’s     

The Finnish financial world has experienced financial convergence since 1980’s.  
It was initiated by banks which during 1980’s acquired wealth management 
companies to defend their customerships against independent wealth manag-
ers.  

Comment 2. The banks had already then a clear need to defend also 
their profitability when the interest margin was falling and the costs 
of payment services were rising.  

In the 1990’s banks activated in the field of bancassurance (insurance sales by 
banks).  Motives were diverse.  Banks became aware that savings products of 
life insurance companies, especially endowment and pension insurances, were 
although rather modest in terms of premium volumes potential competitors to 
the savings and investment products of banks.  A very central motive was that 
by using the knowledge about their customers the banks have much better pos-
sibilities to sell savings insurance than insurance companies.  

Comment 3. Besides knowledge about their customers banks had 
exceptionally good customer data bases which created competitive 
advantage to market and sell to new potential customers.   

The defending of customer relations was a background factor here, too.   
Comment 4. Banks also wanted to sell more to existing customers 

and search for competitive advantages to accomplish this. 
Furthermore, the central item in banks’ profit and loss statement, net interest 

income which results from the interest difference between lending and deposits 
was shrinking and banks needed new revenues to fix their results. The essential 
question was if the bank should make a sales agreement with some suitable life 
insurance partner or establish or acquire an own life company for the business.  
In the case of an own subsidiary it is easier to agree about earnings logics and 
influence product development than in the case of an agreement between inde-
pendent partners.  

Comment 5: It was also possible for banks to keep the solvency of 
their own insurance companies at a lower level than their traditional 
competitors and thus to try to achieve pricing advantage thanks to 
lower capital costs, because the mother company could give addi-
tional capital to the subsidiary when necessary.  
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Union Bank of Finland (UBF) whom the author served in the early 1990’s 
acted first in Finland.  The bank was a member in Scandinavian Banking Part-
ners a member of which was also the Swedish SEB.  The author visited SEB’s 
newly established life insurance company Aktiv Försäkring in 1991.  The expec-
tations were great and they also became true.  In fact, the representatives of UBF 
had already earlier acquainted themselves with the first steps of bank-owned 
insurance companies in Central Europe.  

Comment 6: UBF studied already in the end of 1980’s the launching 
of life insurance business with Life insurance company Nova owned 
by UBF’s cooperative partner mandatory pension insurance com-
pany Eläke-Varma (Pension Varma).  At that time there was even the 
launch of an individual pension product for the distribution of UBF.  
The experiment helped to understand the beginning of long-term 
saving via life insurance.   

In addition to the motives mentioned above the tax relief law for deposits was 
about to run out, and term deposits searched for a new home.  The collected 
evidence was sufficient for UBF whose life insurance company Stella com-
menced its operations in late spring 1993.  Stella got followers: Aurum of OP 
Group (cooperative banks) and Leijona of the state owned PostBank, both in 
1995.  The banks conquered life insurance, because the banks’ total premium 
market share which was 1 % in 1993 climbed up to 40 % in 1996 and 60 % in 
2000 calculated from the life insurances of private customers.   The banks were 
strong especially in savings insurances and credit protection insurance, both for 
private customers.   

Comment 7: In the traditional risk insurance the role of the bank-
owned life insurance companies has remained smaller.  It would 
seem that the banks’ life companies are often ”covers” of savings 
products with the help of which one tries to achieve savings tax ad-
vantages and higher prices for customers.   

In Finland financial convergenge appeared mostly as banks converging to-
wards insurance business with the exception of Tapiola which in 2004 estab-
lished Tapiola Bank mainly with the purpose of defending its customerships 
against banks’ life insurance companies. Later on, LocalTapiola has allied with 
S retail group in S-Bank.  

Comment 8: One motive in Finland and elsewhere in Europe has 
probably also been the taking over of wealthy mutual companies.  

Comment 9: Banks and insurance companies have during their 
variable cooperation probably learned much from each other – and 
mutually they have certainly experienced many conflicts of different 
cultures.  Banks’ strengths are strong customer centricity and holis-
tic management of customerships.  Correspondingly, insurance 
companies’ target mindedness and sales culture are an area where 
banks have been able to learn from insurance companies.   

In banks’ side the central driver for the cooperation with an insur-
ance company has been (the above mentioned) wish to build for cus-
tomers a more holistic and wider solution for their financial needs.  
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In insurance companies’ side it was recognized that banks had 
thanks to their existing service offering supreme customer infor-
mation at their disposal for offering savings and investment prod-
ucts which has incentivized insurance companies to search cooper-
ation with banks.   

Comment 10: LocalTapiola has even more banking partners.  The 
cooperation with S-Bank concerns private customers (insurances 
give S-bonuses, too), but at the same time the regional companies of 
LocalTapiola Group have allied with regional savings banks in the 
servicing of farmers and corporate customers.  
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  3 The 2000’s      

The Financial Conglomerate stands for a structure where one or more banks 
and one or more insurance companies are subsidiaries of a common owner-
ship company.  The ownership company can be a bank, an insurance com-
pany, or a holding company.  During the first decade of the 2000’s banks 
and insurance companies actively searched for alliances, not necessarily fi-
nancial conglomerates with fixed ownership.  An example of a looser alliance 
is the coalition of savings banks, the nonlife company Pohjola and the life 
company Suomi, which Aktia Savings Bank left due to a shareholders’ deci-
sion.   

Comment 11: In this alliance there was, however, a need for new 
actor components to secure the targets of wealth management 
services when Aktia had stepped outside the alliance.  A central 
element was the arrangement of banking services in the sales to 
fund customers in the capital region (it was necessary to solve the 
so-called turning away at the counter problem).  This was an es-
pecially critical issue for retaining the sales of Pohjola’s fund 
products.   

Banks established their position as life insurers.  The big event of the dec-
ade was the takeover of Pohjola by the cooperative (OP) banks in 2005.  As 
a result, there was both a life and a nonlife insurance company in OP Group.  
The main motive of OP Group for the acquisition was the estimated cross-
selling potential between bank and nonlife insurance products.  The history 
has shown that the group has managed to utilize the potential and this is a 
success story of cross-selling in Finland.     

Comment 12: Another establishment of a financial conglomer-
ate big in the Finnish scale was seen when the operations of Nova 
Life, Life Sampo, Nonlife Sampo and Leonia Bank were merged 
and later Mandatum Bank was added to the group.  This was the 
birth of the current Sampo Group which is one of the leading 
players in Nordics and Baltics.  In the beginning of 2000’s the 
theme was the bringing of long term saving to Finns like in Swe-
den.  Fund saving and pension saving were emphasized via insur-
ances.  Within the industry as many as over 60.000 new pension 
insurances were made annually in Finland and especially banks 
met the needs of customers to prepare for the coming retirement 
days.   
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Comment 13: The first decade of the new millennium was a very 
active period in the corporate arrangements of the Finnish financial 
sector. A significant change in the bank/insurance area took place 
already in the beginning of the new millennium when the state of 
Finland sold Leonia which exercised bank and life insurance busi-
ness to the insurance group Sampo in the end of 2000.  The same 
group included also Mandatum Bank which had succeeded well es-
pecially in investment banking.  Mandatum Group was the first 
player in Finland which had a significant company in banking, 
nonlife insurance and life insurance under common ownership.  The 
time period for the cross-selling of all these products under single 
ownership turned out to be short.  The corporate arrangements of 
the group continued during the following years and culminated in 
2006 when the group sold its banking operations to the Danish 
Danske Bank.  At the end of the decade Mandatum Group became the 
biggest shareholder in Nordea Bank.    

 The success of bank-owned insurance companies continued in the 
first decade of 2000’s.  In life insurance the subsidiaries of Nordea 
and OP went on increasing their market share.  In nonlife insurance 
Pohjola Insurance newly acquired by OP also increased its market 
share considerably when OP’s member banks started to act as its 
agents.  OP Group succeeded to cross-sell bank and nonlife insur-
ance products considerably better than Mandatum Group in its cor-
responding effort during a relatively short time period.  

Comment 14: My own feeling is that bank/insurance alliances 
based on common ownership have been more successful than alli-
ances based on mere sales cooperation agreements.  In cases where 
there has been one common owner’s voice a common business idea 
has been found more quickly and the harmonization of different 
even conflicting targets has succeeded.   

One factor complicating cross-selling has certainly been the fact 
that from time to time a customer that is good and interesting from 
banking point of view is not necessarily like that from insurance 
company point of view – and vice versa.
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  4 The 2010’s 

During this decade the scene for both bancassurance and life insurance business 
generally has become colder.  First it has to be mentioned that solvency require-
ments for both banks and insurance companies tightened.  As a consequence, it 
has been observed that there has been a transition in the sales of life insurance 
companies from traditional life insurance to unit linked during the whole dec-
ade, see Voutilainen and Ruuskanen (2015).  As a result of the mentioned tight-
ening of the solvency requirements there has appeared the question whether it 
is worthwhile for a bank to own insurance business.  A Southern European so-
lution has been that the total life insurance business or the part of it consisting 
of insurance lines requesting high capital is sold out, see Navarro (2014).  An 
example is the Spanish Bank Santander.  Nordea has recently sold the majority 
of their Danish life insurance company to Norliv which represents the custom-
ers of the company.  In both these cases the bank continues the sales agreement 
concerning the products which have been removed from the balance sheet.  In 
other Nordic countries these kinds of divestments have not appeared because 
the profitability test of owning an insurance company has shown positive re-
sults.   

A very significant change for the banks’ sales of external products is EU’s sec-
ond payment services directive PSD2.  Along the directive banks are losing the 
monopoly of their customer information.  This is serious for banks and they 
must invest in good customer experience to retain their customer relations.  The 
threateners are fintech enterprises etc. who chase banks’ customer relations as 
agents of insurance companies and other finance players.   

Comment 15: Probably banks manage quite well in the reform be-
cause they have a big number of customers who are used to use the 
bank’s internet services and if they are extended to cover other 
banks’ accounts and possible other products it will be an easy solu-
tion for a customer to stay in the familiar net service environment.    

The tax benefits associated with life insurance have gradually weakened, and 
the only one remaining is the tax postponement of the switch of investment ob-
jects which, nevertheless, is in many cases a significant feature.  The fate of this 
benefit depends on the political agenda of the new government.  The newest 
legislation means that the taxation of the pension insurance without tax subsidy 
becomes harmonious with other investment products, and the drawbacks of the 
taxation of lifelong pension insurance are removed.   

Comment 16: 
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- At the same time the punishing taxation of annuities was re-
moved.  

- Regulation like IDD and MiFid2 adds ”best execution” require-
ment meaning that there will be more and more other product 
companies’ funds, maybe even insurances, in banks’ shelves.  
Thus, banks become more and more distribution points whose 
product offering can widely consist of other products than those 
of the bank’s own allies.  This can increase interest towards con-
sidering the rationality or need of ownerships.   

Op Group’s cross-selling success was recently challenged by If according to 
which OP Group has achieved a dominating market position by the cross-selling 
of bank and insurance products and the associated bonus system.   

Comment 17: The challenge was all about searching for the adjust-
ment to the question of competition legal boundaries, i.e. can earned 
bonuses be used across an industry.   

Comment 18: In this kind of structure there is a possibility/a risk 
of a cross-subvention between different products/companies in a 
group.  This may have an effect of distorting competition.  Even if it 
were not a misuse of dominating market position, this kind of oper-
ation makes it more difficult for customers to do objective compari-
sons between different products and competitors.   

The competition authority declared its decision in February 2019.  It overruled 
If’s claim but started actions for changing the nonneutral tax treatment of OP 
Group’s bonus system compared with some other corresponding systems.    

Comment 19: In addition to tightening solvency requirements the 
low interest level has driven away from traditional products as well. 

  Comment 20: Besides tax neutrality the mutual competitiveness 
of various investment products has during the last years also been 
influenced by regulation projects of the EU level promoting product 
pricing transparency, especially MiFID2 and IDD directives which 
came into force in 2018.   How the presenting of costs even more 
clearly affects customer behaviour and thereby possibly the pricing 
of products will be seen during a couple of following years.  Signifi-
cant pressures to lower pricing could also affect the will of financial 
groups to own the product companies offering all the products.  A 
possible scenario could be sales cooperation with another player.    

Comment 21: The strategic choices of the actors of the financial in-
dustry can be predicted to diverge into two different baskets: a part 
of the actors will concentrate on customer interface and the building 
of the best possible customer experience.  The second category will 
be formed by the actors who will concentrate on the building of prod-
uct leadership – in an often relatively narrow product category. As 
competition continues to tighten hardly any actor can build for 
him/herself sustainable competitive advantage both in customer in-
terface and in product layer simultaneously.  As a result of the recog-
nition of this fact we may see in the future slightly less alliances of 
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banks and insurance companies based on ownership than nowa-
days.     

Solutions which in the future possibly will be done in the field of 
the postponement of the taxation of switches of investment objects 
are a real question of destiny for life insurances which are meant for 
saving and investment.  If these tax benefits are removed, unit linked 
life insurances may lose their popularity as investment instruments 
very quickly – or even disappear totally from the investment alter-
natives offered to consumers.  
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  5 Trends 

One stop shopping denotes the offering of a wide selection of bank and insur-
ance products to a customer during a single visit, may it be a physical customer 
negotiation or an internet session.  One stop shopping is used in all alliance 
models between a bank and an insurance company.   

Hybrid products consist of bank and insurance products which logically relate 
to each other.  An example is credit protection insurance whose parts are a loan 
and an insurance which secures its repayment.  A study on the significance of 
One stop shopping and Hybrid products for cross-selling to SMEs is Mäenpää 
and Voutilainen (2011).   

Joint branch offices where there are experts and salespersons from both bank 
and insurance counterparts are common both in tighter and looser alliances.   

Comment 22: IDD and cross-selling  
IDD has new rules about cross-selling.  If an insurance product is 

offered together with such a connecting product or service which is 
not an insurance as a part of a package or a same contract, the party 
offering the insurance has to inform the customer if the insurance 
and the connecting products and services can be bought separately.  
A customer must also be given a sufficient description of the differ-
ent parts of the package and given the information about the costs 
and fees of the insurance and each product and service.  However, 
the selling of such combination offers where an insurance package 
consists of many insurances covering different risks is not forbid-
den.   

https://uutishuone.pwc.fi/vakuutusten-tarjoamisesta-annetun-
direktiivin-idd-soveltaminen-alkaa-1-10-2018/ 

The importance of the Internet in both selling and customer service is strongly 
increasing.  The traditional assumption has been that long-term savings prod-
ucts and other more complicated solutions require the meeting of a salesperson 
and a customer face to face.  New net negotiation possibilities are disproving 
this assumption.   

Comment 23: Would it be suitable to add here a section of digitiza-
tion, i.e. whatever, whenever wherever etc.  This is an evolution 
which changes also business models and thus processes, too.  Con-
sequently, all players will not find roles anymore and new kinds of 
players will emerge.  So far, this development is still a little con-
strained by the requirements put to the identification of a client, but 
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also this can be assumed to be solved so that it can be resolved relia-
bly (block chains etc.).   

Comment 24: In addition to the intensification of sales, customer 
service, and other operative functions the Internet (and data revolu-
tion) has great significance for all business models of the insurance 
industry.  Customer selection based on data and customer wise pric-
ing change the rules.   

Through electronic sales it would be good to discuss also customer 
service, e.g. the ordering of the greencard and claim reporting.   

In the above we have discussed the industrial convergence between financial 
enterprises.  In Finland we have seen, like in many other European countries, 
the industrial convergence of retail trade towards bank and insurance industry 
performed by S Group allied with LocalTapiola.  S-Bank increases slowly but 
steadily its market share in e.g. fund savings.   

Comment 25: You are exactly right.  However, S Group has acted in 
some affairs ”less slowly”, e.g. by acquiring FIM and the aggressive 
investment to the building of asset management organisation and 
ESG.   

The trend that has been experienced during the last decades which maybe 
gradually starts to diminish as banks sell out their insurance company holdings 
is the growth of the number of financial conglomerates and other strategic alli-
ances because of efficiency, scale benefits, and wide offering of products at one 
point.   

One trend which is all the time strengthening is the offering and also the de-
mand of long-term savings products.  The state has not exactly wanted to sup-
port it by tax benefits, but rather has taken away earlier benefits.  From the 
banks’ point of view, a delightful exception is the investment savings account 
which will become available in the beginning of 2020.   

Comment 26: In the history life insurance was developed and sold 
too much based on the tax benefit.  The insurance development work 
suffered.  Nowadays the tax benefit is actually ”negative” for life in-
surance products (except “the insurance cover”).  

Comment 27: Even if the Internet and the increase of the use of mo-
bile devices have substantially eased the management of invest-
ments and savings, a rather big share of consumers appears still to 
be willing to discuss their investments personally, even in the same 
space with an advisor.  Because wealth is still emphasized in older 
age classes, the significance of face-to-face advise can remain much 
longer than the players of the industry have until now estimated.  On 
the other hand, the complexity of regulation, significant ICT invest-
ments required by regulation, and increasing price competition may 
force consumers to self-service channels.  This may be the case be-
cause the revenue from the savings of ”ordinary” people is not from 
now on necessarily big enough for the finance players to offer them 
through other than self-service channels.   
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Comment 28: As for hybrid products, I think that actually no play-
ers have been able to utilize development possibilities in the extent 
they have imagined in the beginning.   

In the field of insurance-formed investment products the transfer 
of customer service to net and mobile services have progressed very 
slowly compared with e.g. investment funds and direct equity invest-
ments.  A partial reason for this may be that the development of self-
service functionalities in life insurance products has not had a very 
high weight in the development agendas of service providers com-
pared to the above-mentioned investment instruments.  In life insur-
ance investment the number of transactions is less than in e.g. equity 
investment, and thus efficiency benefits and customer need have 
been estimated lower than in investment instruments with more ac-
tive trading. 

In nonlife insurances sales and customer service are at the moment 
moving quickly from physical service channels to digital channels.  It 
is probable that as soon as in a few years a majority of customers 
handle their nonlife insurance affairs only in digital channels.   

Comment 29: An interesting topic to be followed is the possible ac-
tions of the so-called ”GAFA” Internet giants (Google, Amazon, Fa-
cebook & Apple) both in payment intermediation and insurance.  In 
payment intermediation Google and Apple have come even to Fin-
land with their pay features.  Many expect Amazon to expand their 
insurance business within some timeframe to Europe besides devel-
oping markets.  For example, in payments both players concentrate 
on seamless and customer experience oriented payment event with 
e.g. fingerprint identification instead of the traditional PIN code.   

Comment 30: It is interesting to notice that when pension saving 
was opened to other than insurance products by harmonizing tax 
practise, voluntary pension savings collapsed.  Is it so that too many 
alternatives made decision making too difficult for customers?   

Comment 31: 
 At the moment some persons still assume that a mortgage 

loan needs to be negotiated in a same physical space – I do 
not believe that the majority has such need any more.   

 Convergence of the retail trade industry has not, however, 
taken place at all with the exception of S-Group, now there is 
the discussion around Google and Amazon.  
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  6 Observations 

In the above we have mostly discussed life insurance.  When a bank owns a 
nonlife insurance company there is the advantage that the profits of nonlife in-
surance and bank products are negatively correlated, see Estrella (2001).  

Comment 32: A significant share of a nonlife company’s profit con-
sists of the revenues of investments.  Is the correlation still negative 
when the examination is made on company level and not on product 
level?   

The profits of life insurance and bank products are positively correlated in the 
case of savings insurances.  In a bank it is in principle easier to sell life insur-
ances and credit protection insurances than nonlife insurances, but e.g. Credit 
Agricole in France and cooperative banks in Finland have succeeded in nonlife 
insurance sales, the latter by effective cross-selling and utilizing a bonus system.  
In Finland OP Group and Aktia have owned both life and nonlife insurance, the 
latter as a minority owner in Folksam Nonlife Finland.  In the autumn 2018 
Aktia sold out the remaining Folksam stake, and Folksam Finland was taken 
over by Fennia.   

Comment 33: It is interesting to see Aktia’s forthcoming insurance 
company strategy.  Folksam Finland was in the beginning called Ak-
tia Nonlife Insurance and many of its customers are still Aktia’s cus-
tomers.  Fennia and Aktia have at least not yet published a coopera-
tion agreement, and Fennia has still a cooperation agreement with 
Danske.   

Comment 34: If we think about the Nordic countries the market 
structures and the missions of life insurance companies differ from 
each other.   In Denmark, Norway, and Sweden life insurance com-
panies have been given by collective pension solutions an assign-
ment which bancassurance has not achieved even if the life insur-
ance companies of Nordea, Danske Bank and Handelsbanken have 
independently dominated this area.  Bancassurance has best suc-
ceeded in marketing where the use of a buying connection product is 
obvious.  As for corporate solutions, the character of banks’ distri-
bution and function has not given significant synergy benefit for cus-
tomers.  Thus, its relevance has remained low also globally.    

In the doctor’s thesis Voutilainen (2006) studies the selection problem of the 
best alliance model between a bank and an insurance company.  There are three 
decision maker groups: the top management of the companies, the supervisory 
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authorities, and the representatives of customers.  The executives preferred the 
model based on ownership (financial conglomerate) and the other decision 
makers preferred an as loose alliance as possible i.e. a pure cross-selling agree-
ment.  However, financial conglomerate is a feasible compromise for all groups 
if certain criteria prioritized by supervisors and customer representatives are 
met.  The results of the thesis are compatible with practical experience, because 
the trend in Finland and the whole Europe has moved towards tighter alliances.  
Let us, however, remember the tendency observed in the banks and mentioned 
in chapter 3 to sell out insurance business which is still at an early phase.   

Comment 35: Which one might be stronger: The trend towards 
tighter alliances or the trend towards dismantling ownership links?  
For example, the Dutch ING sold out its insurance companies (as a 
part of the conditions to receive support after the financial crisis) 
and entered after that into an agreement with AxA about selling 
white label insurances written by AxA though its digital bank net-
work.   

Alliances between banks and insurance companies have been ad-
justed also in the Nordic countries.  For example, Nordea, Gjen-
sidige, Danske, and Tryg have switched their partners during the last 
years.   

What kinds of new insurance products shall we see?   
Comment 36: Is an insurance product in the future necessarily any 

more a single product sold separately in the market or has it been 
packaged as a part of “care wholeness”?  E.g. private leasing – the 
car is rent…. E.g. OP Kulku etc.   

It is obvious that for autonomous cars a quite new type of insurance has to be 
created with elements from several insurance classes.   

Comment 37: In this connection a major structural change of in-
surance can take place.  Certain car manufactories have announced 
that they assume the responsibility for the damages caused by auton-
omous cars.  In the insurance of traffic this means a transfer from 
traditional motor insurance to product liability insurance.  This is 
likely to emphasize the role of the world’s biggest insurance compa-
nies because they have the best prerequisites to cooperate with car 
manufacturers.  Also, legislation has here a decisive role either as an 
enabler or a disabler of change.   

Currently an interesting business is developing for incentive based insurances 
where a customer can by his/her own actions or choices earn benefits, e.g. pre-
mium discounts, see Voutilainen and Koskinen (2017).  A customer’s actions 
can be monitored by biometric sensors like bracelets.  A more precise level can 
be achieved by medical examinations.  Immediate annuity or single premium 
life-long pension insurance is a product with potential demand and whose tax 
treatment has recently been corrected and is now harmonized with other invest-
ment products.  Long term care insurance which stands for long-term saving for 
old-age care costs could suit well to the forthcoming reform of social and health 
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care systems in Finland.  There are no signs for the tax legislation enabling long 
term care insurance.   

Comment 38: There is no long-term data about the combination of 
bracelets associated with health and welfare and insurance.  A group 
of customers seem to get excited in the beginning, but the longer-
term commitment to deliver data remains to be seen. Especially for 
the sake of health insurance the delivery of short-term (a few months 
– years) data is not useful as a pricing factor.  Besides, bracelets do 
not gather all data.  Also, the reliability of the data gathered by a 
bracelet can differ, e.g. a customer does not put the bracelet round 
the wrist after a party evening. 

As for motor insurances probable changes in the value chain are 
noteworthy.  Car dealers and importers try to achieve more earnings 
by bundling insurances into their own transaction, and considering 
the insuring of a robot car the car manufacturer may have the best 
data to manage and price the insurance risk.    

The greatest significance of biometric bracelets etc. may be in the 
underwriting side.  If a customer agrees to deliver to an insurance 
company his/her own biometric data for a small discount he/she is 
probably a better than average customer for the insurance company.  
This is already known without checking out the heartbeat data.  And 
conversely, if a customer applying a health insurance definitely re-
fuses to use a biometric bracelet, it is perhaps better to send him/her 
to a competitor.   

The owner of a financial conglomerate must regularly make a profitability test 
of the ownership where the heavy capital cost caused by increased solvency re-
quirements is taken into account.   

Comment 39: If the financial conglomerate is virtual i.e. it does not 
include common ownership interests, the continuation of this kind 
of strategic partnership is determined by the added value for each 
party.   

On the other hand, e.g. the following advantages speak for a financial con-
glomerate:  

 The building of earnings logic is essentially easier than in the alliances 
of sovereign partners   

 No (significant) channel conflict => efficient cross-selling   
 Management of product development  
 The reduction of the overcapacity of distribution channels is easier 

than in looser alliances    
 Efficient customer relations management   
 Diversification of business portfolio (especially nonlife insur-

ance/bank)   

Comment 40: Crowd insurance/-banking brings maybe new fea-
tures (crowd formation among customers) also to normal insurance 
companies.   

Comment 41: There are all the time new possibilities for developing 
new insurance products when the gathering and analysis of data 
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becomes day after day easier and more affordable.  Behaviour based 
insurances are tested and developed at the moment most probably 
in all bigger insurance companies.  However, development work 
seems to take some time, and there are no insurance products of this 
category in the market which would have made a major break-
through. 
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  7 Final remarks 

Banks have during the last decades competed actively with insurance companies 
by using financial convergence.  On the other hand, banks and banking groups 
have in many cases been the dominating party in financial conglomerates.  The 
future of the bank-dominated life insurance depends strongly on the develop-
ment of the tax legislation associated with insurance products.    

Comment 42: But not only on that.  A bank can ”multiply” its reve-
nues in e.g. unit linked products in which it collects  both fees for its 
own funds and management fees for the insurance.   

The attitude of the state towards long-term saving has been in the long run 
cold, although the investment savings account planned to be a bank product is 
slightly promising in this respect.   

From banks’ point of view, it is also crucial how they can tackle the challenges 
brought by PSD2 directive.  The directive obligates banks to open the customer 
data for external players, and thus the banks’ quite important monopoly of their 
customer data disappears.  Banks are not purely losers in the new situation, be-
cause they get access to other banks’ customer data.  All this requires a cus-
tomer’s consent.  Banks probably suffer slightly in the market shares of life in-
surance, because the new players can have bank-independent and foreign in-
surance companies as partners.  The total premium volume of the insurance 
companies is not likely to change dramatically, although the premiums abroad 
are likely to grow to some extent.  

Comment 43: Besides PSD2 directive the operations of financial 
conglomerates may be significantly affected by other EU level regu-
lation.  In addition to MiFID2 and IDD directives also changes of reg-
ulation on information security can have a considerable effect on 
how widely financial conglomerates’ amount of information can be 
utilized in the future in different types of cross-selling.   

Comment 44: Industrial convergence in the financial industry as 
well as in other industries can be predicted to further continue and 
increase.  It will be especially interesting to follow what kind of role 
global technology companies – like for example Google, Apple, Face-
book, Amazon – will target in financial services.  The first openings 
have been seen in the field of payment services, but these steps for-
ward hardly remain the only ones.   

PSD2 is at the same time both a threat and an opportunity for to-
day’s finance players.  The new regulation opens the door for new 
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challengers, but reciprocally offers present players opportunities to 
create new kinds of services.  Especially strong and innovative ser-
vice development will probably be seen in PFM, Personal Financial 
Management.  

At the moment it seems that PSD2 which is based on compelling 
regulation is only a first step in opening the interfaces of the finan-
cial industry and that financial enterprises will in greater extent net-
work with other players by opening and utilizing different kinds of 
software interfaces (API’s).  This phenomenon is called Open bank-
ing. 

Comment 45: The time after the financial crises has been for the 
industry ”regulation tzunami” MiFID I and II, IDD, PSD2, money 
laundring, etc.  These regulations on customer security, essential-
ness principle and the correctness and documentation of customer 
processes force the players to build a good digital based service plat-
form.  This race is now on.  Future winners in the financial industry 
are the players which can combine customer need, information and 
the solution together in a digital way which is easy, smooth and yet 
human from a customer’s perspective.    

Comment 46: If we consider the premiums of life insurance com-
panies and the removal of the tax benefits which have supported 
them it would be possible that the premiums will decline.  
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  8 Counter comments 

In the following I comment all the comments except those I have nothing to add.   
Comments 2-4 present additional motivations for the financial convergence 

by banks in 1980’s and 1990’s.  Comment 5 discusses the competitive advantage 
of bank-owned insurance companies compared to other insurance companies.  
The companies established by banks in 1990’s needed frequent capitalization as 
the technical reserves grew.  This was no problem for the owner banks.   

Comment 6 recalls the cooperation between UBF and Nova.  In the beginning 
of 1990’s UBF sold Nova’s, Sampo’s and Enterprise Fennia’s products.  The re-
sults were poor. 

Comment 7: Recently bank-owned companies have invested in risk life insur-
ances more than before.  They are less vulnerable to taxation changes than sav-
ings insurances.   

Comment 8: This has not occurred to my mind as a motivation for financial 
convergence.  However, the insurances of Suomi mutual were moved gradually 
to other companies.   

Comment 9 lists aptly the strengths and attractions of banks and insurance 
companies in alliances.   

Comment 10 points out that LocalTapiola has also other bank partners than 
S-Bank.   

Comment 11 clarifies the situation in the alliance of savings banks, Pohjola and 
Suomi when Aktia had left it.   

Comments 12 and 13 explain the generation of the present Sampo Group. 
Comment 13 states also that the cross-selling between banking and nonlife in-

surance has succeeded better in OP Group than in Sampo Group (when it in-
cluded both a bank and a nonlife insurance company).   

Comment 14: I agree and this appeared also in my dissertation Voutilainen 
(2006). 

Comment 15: This is comforting from the banks’ point of view.  The competi-
tion for customers will still be hard.   

Comment 16:  A good point, I meant annuity i.e. single premium life-long pen-
sion insurance.  IDD and MiFID2 are likely to indicate the opening of a value 
chain towards competing intermediation products.  Banks may really think 
more than before if it is necessary to own product companies.  The effect of these 
directives on the transparency of pricing is explained in comment 20.   

Comment 18: The comment refers to the decrease of transparency and com-
parability.  The customer representatives considered these criteria important 
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when selecting the alliance model for a bank and an insurance company, see 
Voutilainen (2006). 

Comment 19: For many customers capital guarantee is more important than 
interest, and therefore the exit of traditional life insurance from the offerings is 
a loss from customer point of view.  Naturally, if the total interest is close to 
zero, a deposit may be a considerable alternative.   

Also comment 21 predicts that the mutual ownership of a bank and an insur-
ance company becomes a more infrequent alliance model than nowadays 
through the strategic choices of financial companies.  I agree that there are black 
clouds above unit linked insurance.   

Comment 22: IDD also has an effect on the sales of hybrid products.  If we 
take the loan protection insurance as an example, it is obviously possible to take 
the loan separately, but it may be difficult to issue a separate insurance whose 
death sum would follow exactly the loan balance.  It is understandable that IDD 
is intended to increase the comparability of the products and increase competi-
tion.   

Comment 23: An important comment on the new requirements of the reach-
ability of services.  Many think that block chains have great importance in the 
future financial services.  Comment 24 follows this line.  Electronic customer 
interface for e.g. claims reporting is already normal practise.  Insurance compa-
nies use artificial intelligence and robots for claims handling and a great deal of 
advisory services.   

Comment 26: The tax advantage is truly negative for those risk insurance 
products which are subject to double taxation.  The taxation of endowment and 
capital redemption plan is about neutral compared to other savings and invest-
ment products (profit is taxed).   

Comment 27 is an interesting motivation for directing customers to self-ser-
vice channels.   

Comment 28 explains, on the other hand, why there has not been a big hurry 
to move insurances to self-service channels.  Considering nonlife insurances, I 
also think that their transition will be quick at least for private customers.   

Comment 29: At least Google has tested insurance business in USA.  The arri-
val of the Internet giants is to be expected, and I guess that they will utilize PSD2 
to get hold of banks’ customer files.  They are able to create interesting offerings 
on top of financial services.  

Comment 30: It is true that PS-account was a competitor to voluntary pension 
insurance, but when the tax treatment was harmonized, it was almost immedi-
ately spoiled so that customers were interested in neither product any more.   
The complete collapse of the sales of individual pension insurance was a result 
from the change of taxation rules and not so much from the launch of PS-ac-
count.   

Comment 31 pays attention to the industrial convergence possibly performed 
by the Internet giants in the future, and believes that a majority of the mortgage 
loan customers does not want a physical loan negotiation any more.   

Comment 32: A classical argument for the negative correlation between the 
revenues of banking and nonlife insurance is that during an upturn banking is 
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active and profitable, but the industrial capacity is in full use and more damages 
occur.  During a downturn the situation is reciprocal.   

When the situation is considered on a company level, it is obvious that the 
total result of a nonlife insurance company is strongly dependent on the invest-
ment result, which in turn depends on the situation in the investment market.  
How about a bank?  If we think about such a (hypothetical) bank whose result 
consists of only deposits and loans, the analysis is divided into two according to 
whether the bank has more deposits than loans or vice versa.  If the bank has 
more deposits than loans, it is obvious that the difference has to be invested 
somehow and most often there will be dependence on the investment market.  
If the bank, on the contrary, has more loans than deposits, the difference has to 
be borrowed from the market, and there will be, to some degree, dependence on 
the investment market 

Practically all banks have nowadays also other than balance sheet business.  It 
can be e.g. wealth management and intermediation from insurance companies 
or investment fund companies.  Insurance intermediation is mostly unit linked 
insurance.  The revenues of life insurance companies and fund management 
companies are mostly so-called management fees which are proportional to the 
savings.  The fees of these product companies to banks are generally most often 
proportional to customers’ savings, too.  Thus, they are highly dependent on the 
situation in the investment market.  The same holds for wealth management 
fees.   

We can conclude that the result of a bank depends for the fundamental bank-
ing revenues to some degree, and for the off-balance sheet revenues to a very 
high degree on the situation in the investment market.  Because this is the case 
also in a nonlife insurance company, the results of these two companies can of-
ten be considered to be correlated on a company level.   

Comment 33: I expect that Aktia and Fennia enter into a cooperation agree-
ment about nonlife insurance.  There would be even more synergy potential.  

Comment 34: The observation on the other Nordic countries is important.  
Banks have given leads to corporate insurance to some degree.   More could be 
achieved by extended leads.   

Comment 35: Much dismantling of financial conglomerates has been seen in 
Central Europe.  Time will tell if the trend will spread to the Nordic countries.  
Of course it is possible to sell only the ”capital heavy” products i.e. those with 
high solvency capital requirement.  They seem to find buyers every now and 
then.    

Comment 36: The package is in a way a generalization of a hybrid product with 
more than two components.   

Comment 37 predicts interestingly that autonomous cars can open markets 
for product liability insurance.   

Comment 38 discusses restrictions of bracelet-based insurances and conclu-
sions from a fact that a customer agrees/does not agree to deliver his/her brace-
let data.  Car dealers have already for a long time been insurance brokers.  It 
remains to be seen if we will see more ”bundling”.   
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Comment 39: A ”virtual financial conglomerate” probably means a looser al-
liance based on sales agreements.   

Comment 40: When organizing crowd insurance, one has to be careful that 
the supervisor does not consider it an illegal insurance undertaking.  This could 
succeed on a side of a normal insurance company.   

Comment 41: The status comment concerning behavioural based (=incentive 
based) insurance seems realistic.   

Comment 42 is correct, but if there is no tax advantage, and no other benefit 
can be shown, nobody buys an insurance.   

Comment 43 returns to cross-selling and states that besides PSD2, also IDD, 
MiFID2 and the new data security regulations can restrict cross-selling.  

Comment 44: The possible intentions of the ”Internet giants” have been dis-
cussed already before.  PSD2 is for banks and their present allies not only a 
threat but enables the offering of personal financial management services.  The 
remark on open banking enabled by the future opening of interfaces is very in-
teresting.    

Comment 45: The increased regulation (”The regulation tzunami”) requires 
that finance players build digital service platforms.  The comment summarises 
incisively a winning strategy for future players. 

Comment 46: This is certainly the fact if alternative products give a customer 
better benefits in relation to costs.   

The comments that I received from the experts deepened my original text ex-
cellently.  Naturally, each commentator expressed his/her statement mostly 
from the point of view of his/her own special field.  Experienced experts can, 
however, often give comments based on also his/her earlier job history.  As is 
seen above, the commentators supplement the information on the regulation 
and directives for financial enterprises which otherwise would have been incom-
plete.   

Many comments indicate that the ownership of a product company (most of-
ten an insurance company) should be given careful consideration.  One reason 
for that are the increased capital costs associated with the ownership.  Another 
reason is that the new directives require higher transparency and comparability 
of products, and the tightened competition puts pressure on prices. 

However, many comments point out that the new directives are not only a 
threat but also an opportunity. 

I want to express my best thanks to all commentators for their contribution to 
the article.  
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