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Life is full of surprises. One needs to be prepared to
handle the unexpected without insecuring a given
lifestyle. It is during these times that insurance provides
you with aid to overcome your financial hurdles.

We have discussed various possibilities in this booklet
where planning ahead can make a difference.

Understanding Insurance

What does Insurance mean?

In the simplest of definitions, Insurance is an arrangement for financial protection,
or monetary reimbursement between the insurance company (insurer) and yourself
(insured), in case of specified loss, damage, illness or death. It allows your family
to pay their expenses in your absence or ill-health. It can shield you from losses if
you experience an unexpected event like a fire or theft. You pay the insurer a fee
(premium) for assuming your financial risk and get paid (sum assured or benefit) if
the insured event occurs.

Insurance may also be used to plan for large expenses later in life such as children’s
education, weddings, critical illness, retirement or future investment planning.

Why do we need Insurance?

Life is full of uncertainties and constantly challenging us to adapt to new situations.
Advances in medical and healthcare have prolonged life expectancy but cannot
guarantee one’s life or lifestyle. It is to cushion oneself from these financial, health
and security worries that we require insurance.
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Types of Insurance

1. Life Insurance

a) Term Life Insurance

Makes sure your family is safe and protected when you are no longer around.

What is Term Life Insurance?
This is the simplest and most direct form of Insurance. The insured amount is paid
out only when death occurs.

Key Benefits

> The Premiums are lower than Investment Linked Plans as there are no
investment options

> These plans work best to provide you or your loved ones with financial
security when most required

> In some countries these plans offer certain tax benefits

b) Traditional Life Insurance

It is intended to safeguard you from the unexpected events in life.

What is Traditional Life Insurance?

These policies help you to achieve both your financial and life insurance objectives.
Their premiums are higher as they have the financial potential to build up your
cash value which is calculated by terms of the policy you purchase as ‘Accumulated
Cash Value'. The cash value is also dependent on the duration of the policy which
you can withdraw or borrow against.

Types of Traditional Life Insurance

A range of policies are available according to
individual requirements

Whole of Life (permanent protection)

Provides you cover for your whole life and on death, the sum assured is paid to
your beneficiaries. The invested premium also provides accumulated cash value
that can be borrowed or withdrawn against.

Endowment (limited time protection)

The insured sum is paid to your beneficiaries on death, while under policy cover or
is assured to you on maturity. With higher premiums it also provides an excellent
reserve for future expenses.

Universal Life

This plan consists of both life insurance and cash account. The life insurance part
is an annual renewable ‘Term Life Insurance’ policy. The cash account accumulates
every year earning higher returns on guaranteed rate or current rate.

Annuity

Payments at regular intervals or a lump sum amount usually at retirement age are
provided but not guaranteed by the Insurance. Regular premium payments or a
lump sum upfront payment is required.

Key Benefits

> Generally the premiums are fixed for the policy duration

> Some countries provide tax advantages

> Beneficiaries receive a sum as long as the premiums are paid or policy is
in force

> Premiums can be stopped and the cash value returned if required

> The cash value is utilised to pay additional premiums thereby transforming
the policy into Paid-up Insurance policy with adjusted returns
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¢) Investment Linked Plans (ILP)
Primary need is investment with some protection from the unexpected.

When you want to achieve your financial goals and are looking for insurance
protection these policies work best.

Premiums cover insurance and investment units in professionally managed
investment linked funds.

These policies do not provide guaranteed cash returns as the value of the ILP’s
depend on the price and performance of the fund unit.

Key Benefits

> Contributions can be topped-up on a regular basis

> Withdraw from non-performing funds

> Switch investments from different funds

> Diversifies your investments and risks by choosing from a range of funds
managed by professional fund managers

> Guaranteed insurance coverage during the plan duration

d) Mortgage Repayment Insurance
Sometimes included with Term Life Insurance plans, it pays off your mortgage
on death.

e) Accidental Death Insurance
An add-on which pays your family an increased benefit if death occurs by accident
or specific mishaps.
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Though both these kinds of policies offer fixed premiums throughout policy term,
they differ in their Cash Values.

Non-participating Whole Life Participating Whole Life

Offers fixed cash value on policy Pays non-guaranteed dividends
anniversaries until maturity set which can offset premiums, earn

by schedules at the start of interest, increase insurance coverage
the policy. and be withdrawn as cash.

A higher premium is paid for a set number of years to provide cover for an entire
policy term.

Premium is paid as a single lump sum payment wherein the policy has immediate
cash and loan values but can decrease overtime.
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Simply put, this plan provides financial cover to shield you from the worry of serious
injury or illness.

This policy covers permanent disability or serious illness that rules out return to work.
Pre-existing medicals conditions or hazardous occupations are generally not covered.
This may be available as an add-on to other life insurance policies.
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Disability Income Protection

This scheme supports your income when you are unable to work due to disability
and helps maintain your living standards with monthly payments. It can be tailored
to meet your personal employment situation.

Critical/Trauma

Designed to provide support on being diagnosed with specified illness or traumatic
injuries, this kind of insurance can be taken as an add-on or as an individual policy.
A point to note is that premiums are three to four times higher than standard.

Terminal lliness
Offered as an add-on to Critical lllness Insurance, these policies are paid if you have
less than 6/12 months to live and the benefit is capped at a certain amount.

Medical Expenses
With pre-agreed limits on reimbursements, this kind of insurance covers all medical
costs including treatment, hospitalisation and surgery.

|
Key Benefits

> The wide range of plans offers you policies that can be altered to your needs

> Premiums are lower than Traditional Life Insurance as it does not cover
death nor is linked to investment

> Provides a safety net at the most critical juncture when employee benefits
and personals savings are not adequate

> Certain tax advantages are available in some countries
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Lets you be tension free even when things go wrong.

This insurance shelters you or your business from damage, theft, fire, natural
disasters and emergency losses but refunds no cash value. The cover is generally
taken on an annual basis and can cover the following:

Guards your residence and its contents from theft or damage. It also reimburses
cost of repairs and damages by third party claims, due to accidents.
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Motor Vehicle

Covers damage or loss to the insured vehicle and losses arising from its use.
While Property Insurance covers damage or theft of car, third party liability covers
you against others claims.

Travel

Shields you from travel related losses due to cancellations, loss of baggage, theft,
medical expenses or accidental death. Coverage may be denied in case of high risk
locations, activities and medical conditions. Options are available as single trip or
annual policies and individual or family member cover.

Consumer Credit Insurance (Payment Protection Insurance)
Repays your loan in the event of death due to accident, disability or job loss and
covers a variety of consumer loans from auto loans, credit cards to personal loans.

Redundancy/Unemployment Insurance
In the event of unemployment, this kind of cover pays companies you may owe
money to. This policy can also provide regular income according to the terms.

Golf Insurance
Protects accidental loss or damage to golf equipment and personal property during
golfing. May also include an entertainment expense.

Domestic Helper Insurance
A comprehensive coverage for your domestic helper to shield from legal liabilities
in case of injuries in the course of duty.

Pet Insurance
Covers your veterinary costs and sometimes pet theft or death.
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Gives your business the security to function smoothly by serving your employees
and customers well.

Protects your business from personal injuries or property damage caused to other
people and businesses and covers the cost of resolving lawsuits.

Shields from mistakes that cause loss to people or businesses.

Defends doctors, dentists, accountants, architects and other professionals against
accidental errors by paying for their lawsuits.
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Directors’ and Officers’ Liability Insurance
For corporations and non-profit organisations to cover lawsuit expenses against
directors and officers.

Property
Pays for losses or damage to office and commercial building property including its
furniture, equipment and fixtures.

Commercial Auto
Covers all your business vehicles and pays if it is stolen, damaged or causes injuries
or property loss.

Worker’s Compensation
Offers protection for your employee against on-duty injuries.

Business Disruption
Covers cash flow and profit affected by business interruption due to damage in key
machinery by natural disasters, etc.

Employee Benefit
Safeguards their health, dental and disability expenses plus life insurance for
employees and owners alike.

|
Key Benefits

> Contributions can be topped-up on a regular basis

> Withdraw from non-performing funds

> Switch investments from different funds

> Diversifies your investments and risks by choosing from a range of funds
managed by professional fund managers

> Guaranteed insurance coverage during the plan duration
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Stages of life and
need for insurance

Understanding insurance and making the right choice in your insurance and
investment needs goes a long way in sheltering you from the problems in life. The
below gives you an overview of how different types of Insurance Plans and Policies
can provide a solution at all junctures.

Insurance protects you at each stage

Birth

Safeguard your baby’s future with General Insurance, Term Plans and Savings Plan

Childhood

Time to secure your children’s studies with Education Plans and General Insurance

Grown up
Protect your prospects with Term, Savings, Accident and Critical lliness Plans and
General Insurance

Adult
Gear up for the challenges ahead with Investment, Joint Life Plans, Health, Lifestyle
Protection and Retirement Plans & General Insurance

Retired
Enjoy your wealth, health and leisure with Capital Protection Investments, Universal
Life Insurance and Travel Insurance Plans & General Insurance
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Glossary/Points to Note

Accumulated Cash Value

The balance that is left in your insurance after policy related expenses are paid and
interest calculated. You can borrow from it without affecting insurance coverage
or take out the cash by cancelling the policy subjected to penalties.

Benefit
Payout from the plan or ‘sum assured’

Cash Access

You may borrow against the cash value of your policy at the current loan rate or
surrender it to receive your accumulated cash. This could entail high termination
fees and lower dividends than when policy is valid.

Claim
Request for the insurer to pay the amount as agreed in the policy.

Closed-end Funds

These investment funds issue only a fixed share. Share purchases takes place in
secondary market and market prices are determined by demand. These funds
cannot be redeemed prior to maturity date.

Coverage Period
The policy is set to a specific number of years or age.

Deductible/Excess
The portion of claim the insured must pay. The remainder is paid by the insurer.

Dividends/Bonuses
Some plans like ‘Traditional Life Insurance’ offer an annual bonus payment that
can be withdrawn at your own discretion.

Issuer Risk
The insurer may not pay out the sum assured or accumulated cash value in case of
financial difficulty.

Market Risk

The value of your investment drops, when the stock or bond market falters or in
response to major factors like interest rates, foreign policies, exchange rates and
commaodity prices.

Paid-up Insurance
Only available for Whole Life Plans, this feature lets you stop making payments
but keeps your coverage when you have accumulated enough cash value from
premium payments.

Payment Interval
Premiums are paid over a regular interval in the term policy.

Policy
Insurance Plan

Policy Term
The duration of time the policy is in force.

Premium
The fee paid to the insurer.

Pre-requisites

Policies cannot be bought until the insurer decides you are eligible. They might
offer a ‘Guaranteed Issue’ policy without detailed review but may not cover pre-
existing medical conditions.

Add-on
Also known as ‘Riders’ these extend the cover of your insurance plan.

Sovereign Risk
Returns can be affected by political and economic events in the country of
your investment.

Foreign Exchange Risk
Investments made in foreign currency can change in value against your home
currency. These movements sometimes wipe out returns.

Underwriting
Determining the eligibility of the person to be insured through medical checkups,
personal background checks and previous claims history.

*Information provided in the booklet are based independent research
done. It is advised that professional support is sought prior to soliciting any
of these products.
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