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“Changes mooted in |

ife covers

will only benefit customers”

Irdai’s proposals on linked and non-linked life insurance product structures will allow more

flexibility, besides reviving the pension space, Ashish Vohra tells Preeti Kulkarni.

Ashish Vohra

ED and CEQ,
Reliance Nippon
Life Insurance

How will the proposed changesin the
structure of life insurance products affect
policyholders?

The proposals, if implemented, could make
the till-now rigidlife insurance product
designspace alot more flexible. Forone,
policyholders will not be tied to one insurer
while buying annuities. This way wecould
see arevivalin the pension space, Surrender
rules incase of non-linked policies, too,
would be eased—the policies could then
acquire surrender value after two years in-
stead of the current three years. The chang-
es would be in favour of customers.

Won't reducing minimum death benefit
from 10 times the annual premium to seven
be a step backwards, given that protection
is the core of the life insurance business?
The current rules for minimum cover are

cumbersome and restrictive for product
innovation. The proposed regulations have
simplified therules to provide more scope
for offering flexible protection benefits to
the customers such as ‘whole life’ flexible
protection plans. They canstart with low

or medinm protection covers when they are
single and increase it when they startafam-
ily. They canalsoreduce it whenthey are
closer to retirement toincrease the savings
component in the product. In addition, seven
times is the minimum cover limit, compa-
nies are free to offer higher cover multiples.

Won'titput tax benefits out of the reach of
policyholders?

Theminimum cover required to avail of
tax-free status for maturity proceeds under
Section 10{10D) will be brought down to
seven times. Past experience shows that tax
benefitsusually getaligned to the minimum
cover preseribed by theregulator.

What is your current product mix?
Ulip sales have gone up after the imposi-
tionof long-term capital
2ains(LTCG) tax oneguity

What are your plans for the critical iliness
product segment?

We have just launched a cancer protection
plan—Cancer Protection Plus. Our product
comes with a key differential—we pay out
100% of the sum insured, irrespective of
whether it is early or late stage cancer. We
intend toserve tier 2, tier 3 and tier 4 towns,
areas that other insurers often do not target.

From acustomers’ perspective, what are
the advantages of such plans over critical
iliness and disease-specific coversoffered
by health insurers?

Products offered by life companies arefixed
benefit plans and have the advantage of
longer coverage term—five to 25 years as
againsthealth insurance plans which are
shorter term. Inmost cases italso brings the
advantage of guaranteed premiums fora
minimum of five years,

How do you plan to boost your persistency
ratio?

Inthe past two yvears. our 13-month persis-
tency ratio has moved
from the late 50s to the
mid 70s, with institu-

investments, Ulips now ac-
count for 30% of our portfo-
lio, while traditional plans
make up the balance.

Insurers often contend
that Ulips allow individu-

“Statistically, if
the 13th month
persistency is not
good, no matler
what you do, the

tional changes incus-
tomer acquisition and
engagement process. Our
current 13th month per-
sistency ratiois at 75.7%
for the half-vear ended

als to switchin and out of
debt and equity without
attracting tax, but how
oftendo policyholders use
the switch funds option?
Consumersdo find the
switch option attractive when buyinga
Ulip policy, however the percentage of con-
sumers who use the feature is limited. For
instance, in our case, the percentage of Ulip
customers who switch or opt for top-up is
less than 1% of our inforce Ulip customer
base.

either.”

Do you intend to focus more on the protec-
tion side, like your peers?

(Given the shiftintheindustry towardsa
higher protection share, we arealso shifting
focus towards increased protection. Weare
inthe process of launching adigital term
insurance cover, which assures protection
ateconomical cost toa large segment. Last
year, we introduced severalriders. Now,
around two-third of our policies sold see at
leastonerider being attached to them. We
aremoving towards long-term products for
increasing the protection coverage through
longer tenure, We expect to have 75% of our
business in policies with tenures longer
than 10 years.

lateryears will not
pul up a good show

September 2018, up from
69.3% last year. There
has beenag% jump
across 13th, 25th and 37th
month persistency ratios.

Why is the fifth-year persistency ratio still
poor for the industry?

Qurfifth year persistency is at43.6% for
the half-year ended September 2018, and

we expect this tomove closer to the Asian
average of 55-60% inthe coming quarters,
The biggest lever for improving the fifth-
yvear persistency is to control the quality

of first-year sales. Statistically, if the 13th
month persistency is not good, no matter
what youdo, the later vears will not putup
a good show either. We have taken several
steps to improve our first-year persistency.
Inaddition, we are also improving our col-
lection efforts. We have ramped up efforts to
get peaple to pay their renewal premiums.
For our better-originated book tohit the
desired persistency level, it will take two
more years.
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