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Insurance: What not to

AVOID GETTING LOCKED INTO A BAD PLAN

The sale of insurance policies saw a rise in the last three
months of the financial year. Experts, however, say that it
is unwise to buy plans just to save taxes

MUMBAL: It is quite common to see a
growthspurtinthe sale oflife insurance
policiesduringthe last three monthsofa
financial year. This happens mainly
because most taxpayers willbe doing the
lastminute tax-savingbybuying policies.
For instance, newbusiness premium in
Februaryforretail policiesgrew12%,as
per an Insurance Regulatory Develop-
ment Authority of India data. According
tothesamereport, there wasanincrease
0f 33% in the overall new business pre-
miumnumbers. It indicates that usually
taxpayers wait tilltheend ofthe financial
yeartocarryouttax-saving investments.
“Thegrowth hasalso happened owing to
variousother factors, notably, vast young
population, the projected strong GDP
growth and rising income and wealth
accumulation,” said Bharat Kalsi, head of
strategy, analyticsandmarketingat Tata
AIA Life. However, it is not advisable to
buy insurance policies just to save tax.
Hereare thethree wrongreasons tobuy
aninsurance policy:

BUYING INSURANCEPOLICY
TOSAVETAX
Insurerssayitisaseasonalgrowthdueto
the tax filing season. “The driving force
behindan increase in new business pre-
miums during the on-going quarter is
actually a seasonal growth and it is
because of the tax filing season,” said
Ashish Vohra, chief executive officer,
Reliance Nippon Life Insurance. But is

thisa wise decision? Expertsthink other-
wise. According to Suresh Sadagopan,
founder of Ladder7 Financial Advisories,
yourinvestment portfolio should match
with yourgoals. “Insurance issupposed
to be a product for long-term commit-
ments. Hence, it is not a product that is
supposed to align with your tax saving
goals,” headded. Youshould never buy
an insurance policy to just save tax.
Insurance isfor protectionand tax isonly
anadded benefit to it and not the other
way round.

TOUSEINSURANCEPOLICY AS
A SAVINGSINSTRUMENT
Individualslookat insurance asa savings
instrument. “Long term savings are
becomingagrowing trend because ofthe
fast rate of increase inlife stage related
costsandinvestments suchaseducation.
For instance, 20 years ago, an MBA
course cost around 310,000 to 320,000.
Today,a similar course can costashighas
around %20-25 lakh and could be signifi-
cantly higher in the next 20 years, thus
mandating a savings plan for future,”
said Vohra. However, insurance is not for
savings. “By keeping your investment
andsavingsinasingle investment prod-
uct youlose out on the flexibility. If the
need for one ofthe two diminishes, just
because both investment goalsare pack-
aged inone product for you, youwilllose
out on both of them,” said Vishal
Dhawan, founder, Plan Ahead Wealth
Advisors. “Also, had you invested in
another product for savings purposes,
you will have the option of shifting to

another fund manager whichmaynotbe
available when itcomestoan insurance
product,” headded.

BLINDLY TRUSTING YOUR
BANKEXECUTIVE

In February, the market share in new
business premium of privatelifeinsurers
hasseenagrowthof33.24%. “The growth
canbeattributedto the growthinbancas-
surance products. Customersareseeing
alotof value in banks because banks are
dealinginall kinds of financial products
andcustomers tend tofind comfort in the
same,” said Karthik Raman, chief mar-
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[T WOULD BE PRUDENT FOR
YOU TO START LOOKING AT
YOUR INSURANCE PLANS IN
THE BEGINNING OF THE
EINANCIAL YEAR

keting officer and head of products and
strategy, IDBI Federal Life Insurance.
Whenyouare buying insurance products
from your bank executive, you should
know what product specifics. Understand
the insurance plan in detail. Don’t get
locked into a bad product only because

youdid notask enough questions.

WHAT SHOULD YOUDO?
Sincethenewfinancial yearisround the
corner, it would be prudent for you to
start planning about your insurance
plansinthebeginningofthe yearitself. If
youhavedependents, youshouldhavea
life insurance cover that is at least 10
times your annual income. “Youshould
getahealth cover of at least 35-101akh if
youliveinametrocity. Youcouldalsoget
abase cover of35lakh andasupertop-up
plan of ¥51akh,” said Dhawan. You can
alsoseek help from a financial planner.




