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Preface

About this Mind Map Resource

This learning resource has been specially developed for students preparing for the SP2
IFoA/IAI (Life Insurance) examination. The SP2 syllabus spans a wide range of advanced
topics, including product design, pricing, reserving, profit reporting, risk management, and the
monitoring of life insurance business.

This mind map offers a concise and structured overview of the SP2 syllabus. Designed as a
revision companion, it organises core concepts into clear topics and subtopics using intuitive
keywords and minimal branching, enhancing recall without overwhelming the learner.

Each map was carefully crafted based on the 2026 SP2 Core Reading. The content follows a
hierarchical structure, from main topics down to detailed sub-points, making it easy to zoom
in on specific areas or step back for a broader view. The visual consistency across units helps
reflect the logical progression of the subject and supports mental organisation of the material.

Built using a consistent visual structure, the mind map:

• Reflects the logical flow of the course material (unit by unit)

• Helps learners recall and connect ideas quickly and effectively

• Supports one of the most essential exam skills: generating ideas on the spot

• Enhances answer planning under time pressure

• Acts as a memory-triggering tool during exam prep

• Helps learners review holistically or by individual topic

This tool is ideal for students who want to reinforce understanding, connect ideas, and build
confidence in the SP2 subject.

Note: This mind map is not intended to replace the Core Reading or a full set of study
materials. It should be used as a revision framework and memory aid, best suited for
enhancing your exam preparation and consolidating your mental model of the subject.

Getting the Most Out of This Resource

We recommend using the mind map alongside your existing study materials. Here are some
tips to make the most of it:

• Before studying a new chapter: Read the corresponding map first to see the big picture.
This gives you context and clarity before diving into the detailed reading.

• During revision: Test your memory using the mind map only, try to mentally reconstruct
the branches before checking the full content.

• Personalise it: Add your own notes, mnemonics, or links to examples and past exam
questions under each relevant point.
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• Practice active recall: Hide parts of the map and try to rebuild them from memory,
reinforcing learning and identifying gaps.

• Use it iteratively: As you revisit topics, use the map to track your confidence, focus
revision, and prepare answer plans more effectively.

We hope this product supports your SP2 journey and boosts your confidence as you approach
the exam.
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non-guaranteed

Products are clas-
sified by type of

contractual benefit

Each product type
addresses specific
consumer needs

Each product type
has associated

risks (micro risks)
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Products paying
out on death of
the life insured

Term assurance

Whole life assurance

Convertible
& Renewable

Term Assurance

Features

Risks??

Capital requirements
influenced by??

Features

Risks??

Capital implications??
Features??

Risks??

Capital Requirement??

Pays a benefit on death of the
life insured, whenever it occurs

Typically, include
a surrender value

Consumer use: funeral costs,
inheritance tax, long-term
protection for dependents.

Group version not
typically needed

Investment and mortality risk
(depends on age and duration)

Anti-selection and se-
lective withdrawals

causing mortality risk

Expense risk due to infla-
tion and long durations

Withdrawal risk if as-
set share is negative or
payout > asset share

Contract design

Premium payment frequency

Pricing vs. reserving basis

Solvency capital requirements

Initial expenses and commission

Pays a benefit on death of life
insured within a specified term;

Typically no surrender value

Consumer use (individual):

Consumer use (corporate):

Group version uses:

Mortality risk (especially
in individual version)

Anti-selection and se-
lective withdrawal risk
causing mortality risk

Withdrawal risk when
asset share is negative

Expense risk from ac-
tual marginal costs

Decreasing term: finan-
cial risk if benefit cost >

premium early in the term

Small basic reserves

Possibly high solvency
capital requirements

Initial capital strain
due to underwriting

and commission costs

Low-cost death cover
with future flexibility

Option to convert to en-
dowment or whole life

Option to renew term
without medical evidence
(unless benefit increases)

Typically, No surrender
value before conversion

Offered as individual policies.

Group version may offer contin-
uation option post-employment

Inherits risks of ba-
sic term assurance

Added anti-selection risk
at option exercise date

May be higher than
basic term assurance

Depends on additional re-
serves for option guarantees

Low-cost protec-
tion for dependents

Decreasing term for:

Protection against
key person loss

Employer-provided
death-in-service benefits

Credit card death cover
(outstanding balance)

Repay loan outstanding balance

Provide family income,
reducing overtime as chil-

dren grow independent
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Endowment AssuranceFeatures:

Pays benefit on sur-
vival to a fixed date

Also pay on earlier death

Used for savings (e.g.
retirement lump sum
or loan repayment)

Group Use: Employer-
provided benefits on retire-

ment or death in service

Risks

Capital Require-
ments influenced by??

Investment Risk:

Mortality / Longevity Risk:

Expense Risk: Ongoing costs

Withdrawal Risk:

Group Version:

Contract design

Premium payment frequency

Pricing vs. reserving basis

Solvency capital requirements

Initial expenses and commission

Higher than term assurance

Depends on product type:
unit-linked, index-linked,

with-profits, or without-profits

Significant death benefit
mortality & anti-selection
risk (reduces over time)

Return of premiums/fund
minor mortality risk

(mainly early in policy)

Pure endowment longevity
risk (increases over time)

If asset share is neg-
ative financial risk

Otherwise, depends on
relation between withdrawal

benefit and asset share

No extra risk. Lower
anti-selection risk, es-
pecially if compulsory
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AnnuityImmediate Annuity Deferred Annuity

General Features??

Detailed Features

Risks??

Capital Requirements??

Features

Risks

Capital Requirements

Converts lump sum
into lifetime income.

Removes uncertainty about
spending retirement capital.

May be required by
pension legislation.

Pays benefits regularly,
starting immediately, as long

as the life insured is alive.

Purchase: Bought via sin-
gle premium (often from
pension fund or savings).

Payment Timing: In advance
or arrears (e.g., annually in
arrear = paid at year end).

Group Use: Employ-
ers provide retirement
income for employees.

Basis of purchase

Duration of cover

Level or variable payments?

Surrender values?

Longevity risk: Life insured
lives longer than expected.

Anti-selection: Healthier
lives more likely to buy.

Investment risk: Poor returns
may affect sustainability.

Expense risk: Actual
costs exceed charges.

Withdrawal risk: If con-
tract allows early exit.

Can be significant.

Depending on the rela-
tionship between pricing
and reserving basis, and
solvency capital rules.

Pays regular income after
a deferred (vesting) period.

Payment continues if
life insured survives to
and beyond vesting.

Single or regular premiums
payable during deferral.

Surrender Values, not available
after vesting. May be avail-
able during deferred period
(subject to pension rules).

For individuals: builds up
pension, possibly allows

cash lump sum at vesting.

For groups: employers
fund employee pensions.

Can be replicated by
endowment assurance
+ immediate annuity.

Combination of risks
from endowment +
immediate annuity:

Guarantee risk (if lump sum
↔ pension conversion terms
are guaranteed at vesting).

Same as endow-
ment for lump sum.

Extra capital if guarantees
exist for pension conversion.

Single life.

Joint life first death.

Joint life last survivor (can
be used to provide in-
come for dependents).

Temporary for specific pur-
pose (e.g. for school fees

of insured’s children).

Fixed for payments to be
made for a set number of

years, irrespective of insured’s
survival in that period.

Guaranteed for shortfall
between premium paid and
annuity received to become
payable on death of insured

within specified period.

fixed

inflation-linked to pro-
tect against the erosion
of benefits by inflation.

Not normally available,

It may be possible to ‘sell’ an
annuity in payment within a

secondary market and convert
payments to a cash lump sum.

Investment risk

Mortality/longevity risk

Expense risk

Additional risks:
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Basis and Risks
of the Products

Basis of the Products

Purpose of
Products to
the Insurer

Risks of the
Products to
the Insurer

Risks to the Insured

Main Types of
Product Bases

Typical Prod-
uct Applications

Consumer Perspective

Conventional
Without-Profits

Unit-Linked

With-Profits

Index-Linked

Conventional
Without-Profits

Index-Linked

With-Profits

Unit-Linked

Profit Maximisation

Risk Management

Conventional
Without-Profits

With-Profits

Unit-Linked

Index-Linked

Term Assurances

Whole Life & Endow-
ment Assurances

Single premium savings
products often called "bonds"

Annuities

Conventional
Without-Profits

Unit-Linked

High guarantees
high insurer risk

Term assurances
High mortality risk

Annuities High longevity risk

Lower insurer risk (due
to reduced guarantees)

Risks depend on:

Anti-selection risk same
as non-linked contracts

Selective withdrawal risk
higher due to open charging

Financial withdrawal risk:

Marketing risk High (due
to high variance in bene-
fit for a given premium)

Capital requirement De-
pends on contract design

Risks lie between conven-
tional and unit-linked

Main risk: Investment mis-
match since assets may

not match index movement

Fixed benefit may be in-
sufficient (especially due
to long-term inflation).

Inflexibility: Can’t adapt
premiums or benefits

to life changing needs.

Risk of insurer insolvency: Not
meeting guaranteed benefits.

Income interruption risk: Acci-
dent, sickness, redundancy, etc.

Inflation protection (if
index aligns with per-

sonal spending inflation).

Index mismatch risk: Cho-
sen index may not re-

flect actual living costs.

Same risks as conventional:
Insurer insolvency, inflexibil-
ity, premium interruption.

Partial inflation protec-
tion through bonuses.

Residual guarantee risk
if benefits are reduced in
anticipation of surplus.

Lower insolvency risk (sur-
pluses can support solvency).

Same general risks
as conventional.

Investment risk:

Inflation protection poten-
tial, but not guaranteed.

Flexible design: Premiums and
benefits can adjust over time.

Health underwriting risk:
Increasing guaranteed benefits

may require good health.

Premium waiver options
may help in case of illness.

Insurer insolvency risk remains.

Charges risk: Charges can
increase at insurer’s discretion.

Offer attractive product range.

Maximise long-term profit by
maximising consumer utility.

Take on profitable risks
within capital limits.

Achieve economies of scale.

Diversify risks.

Control overall risk.

Use appropriate volume
and mix of products.

Focus on well-
designed contracts.

Fully guaranteed benefits

Usually level regular premiums
(except immediate annuities)

Policyholder shares
in future surplus

Two types:

Benefits linked to invest-
ment fund performance

Lower guarantees

More flexibility in
cover and premiums

Benefits linked to an in-
vestment/economic index

Guaranteed to move
with the index

Conventional
without-profits only

Unit-linked

With-profits

New conventional with-
out profits are rare

Mainly conven-
tional without-profits

Also available index-linked,

sometimes with-profits

Higher cost due to guarantees

Least flexible

Higher expected ben-
efit for same premium

compared to non-linked

Lower expected pre-
mium for same benefits
compared to non-linked

More flexible in ben-
efits and premiums

Nature/extent of guarantees

Constraints on charges
(e.g., regulatory/market)

Especially when as-
set share is negative

Withdrawal benefit: amounts
might not be guaranteed,
but calculation method
is guaranteed method

Risk varies with:

Poor fund performance
may reduce benefits.

Vulnerable to market down-
turn at point of payout.

Conventional with-profits

Accumulating with-profits

Timing of expenses vs charges

Existence of surrender penalties
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Investment Guarantees
Examples of

Guarantees and
Risk Sharing

Implications
for the Insur-

ance Company

Examples

Contract Types &
Investment Risk Sharing

Risk to the Company

When Company Controls
Investment Policy

When Company Chooses
Not to Match Guarantees

When Company Lacks
Investment Control

Guaranteed mini-
mum maturity value

Guaranteed mini-
mum surrender value

Guaranteed annuity option

Traditional life insurance

Unit-linked:

With-Profits Contracts

Assets may be insuffi-
cient to meet guaran-
tees at future points

Typical in traditional con-
tracts with guarantees, and

faces a conflict between:

Must price in the cost
of the guarantee in the

original pricing basis

Typical in unit-linked contracts

Must charge for guaran-
tee cost to the extent

that guarantee will not be
matched by investments

Insurer bears mortality,
expense, investment risk.

Enhance attraction by option
to convert maturity value into
annuity on guaranteed terms.

investment risk stays
with policyholder.

Guarantees shift some in-
vestment risk back to insurer

(protecting policyhold-
ers from downside risks).

Lesser investment risk transfer
to policyholders compared to

unit-linked (due to smoothing).

Some guaranteed benefits (e.g.
basic sum assured + bonuses).

Invest conservatively
to match guarantees

OR invest for higher returns

Copyright © 2025 ACTEX Learning 7 Mind Maps for Exam SP2, 1st Edition
Salama Abusalim, FIA



Back to Overview

Mortality OptionsExamples
Implications
for the Insur-

ance Company

Purchase additional benefits:
without further evidence
of health at normal pre-

mium rates for current age,
at option exercise date

Renew policy without health
evidence: e.g. renew term
assurance at end of term

Change contract type: e.g.
switch part of sum as-

sured from term assurance
to endowment assurance

Terms & Condi-
tions Must Be Clear

Purpose: Limit
Anti-Selection

Cost of Option to Insurer

Cost Depends On??

Can be exercised at fixed
times (e.g. every 5 years)

Qualifying events (e.g.
childbirth, new job)

Limit on additional cover
(e.g. ≤ original sum assured)

Prevent unhealthy lives from
over-insuring at standard rates

Based on differ-
ence between:

No cost if healthy
life exercises option

High cost if un-
healthy life exercises it

Health of those ex-
ercising the option

Proportion of poli-
cyholders who use it

Required premium
with full underwriting

Normal premium
actually charged

Low take-up worse av-
erage health higher cost

High take-up more av-
erage health lower cost
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Students and Professors: Contact Angela at Champions@ACTEXLearning.com

ACTEX as a Bene�t Corporation

Bene�t Corporations are businesses that meet the highest standards of veri�ed social performance, 
transparency, and legal accountability to balance pro�t and purpose. Bene�t Corporations seek to rede�ne 
success in business and build stronger communities and a more equitable, inclusive and sustainable 
economy through the creation of high-quality jobs with dignity and purpose. Bene�t Corporations use 
pro�ts and growth as a means to a greater end: positive impact for their stakeholders.

We believe in the power of community. Over the decades, we’ve assembled a diverse collective of professors 
and professional subject matter experts and empowered them to create the best educational materials. These 
materials offer students unrivaled access to affordable and comprehensive learning solutions that students 
can tailor to their unique learning styles.

Reaching our Goals!

Our community members actively contribute and collaborate in support of our shared vision. Some 
members contribute individually, some in work in small teams, but each works collectively for the whole. 
The members of our educational community include YOU

• Students & Professionals – giving back through communication of ideas with our authors and 
instructors and the broader community

• Professors & Instructors – pedagogy thought-leaders, supporters of expanded access
• Authors & Professional Subject-Matter Experts – recognized leaders in their �eld, aspirants for 

ever-better authorship and instruction
• Our Team – employees dedicated to our company vision and mission
• Professional Societies (SOA, CAS, IFoA, etc.) – visionaries for professional education
• Planet Earth - Our stewardship of the environment

Free Resources!
Part of our mission as a bene�t corp is opening doors for aspring actuaries around the world. Scan the QR 
codes below to recieve access to exam formula sheets or career and study guides. All resources are 
completely free and just one way we’ve chosen to give back.
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