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Absence of a strong bancassurance
partner has impacted pace of growth

money

GURU

Ashish Vohra, chief ex-
ecutive officer, Reliance
Nippon Life Insurance
Co.Ltd

The life insurance industry
recorded an overall growth
of 26.23% in the first-year
premium collection in
FY17—the private sector
grew by 23.53%. However,
three insurers reported
negative growth, one
amongst them was Reli-
ance Life Insurance Co. Ltd.
It reported a negative
growth of 32.52%. Ashish
Vohra, chief executive offi-
cer, Reliance Nippon Life
Insurance Co. Ltd, who
assumed charge around 7
months ago, spoke with
Mint to explain the nega-
tive growth and the way
ahead. Edited excerpts:

Thelife insurance indus-

try saw positive growth.

‘What are the reasonsyou

saw negative growth?

There are many factors to
understand. One can measure
the performance by looking at
thefirst-year premium collec-
tions, renewal premium col-
lections, growth in embedded
value, profits declared and
persistency of policies. Itisnot
necessary that one metric cor-
respond with another. Know-
ing this is useful to look at
growth. Our company has seen
negative growth this year due
to a few reasons. Firstly, we
weeded out unprofitable busi-
nessin thelast1 year, resulting
in right sizing the expense
base and corresponding vol-
ume reduction. Thistookatoll
on the growth numbers but
improved persistency.

Second, we don’t have a
strong bancassurance partner
which impacts pace of growth.
We have seen growth in the
industry mainly came from
bancassurance channel, where
banks have a captive customer
base and they can cross-sell
products. We are primarily an
agency-driven company; so
thetaskis to firstacquire cus-
tomer, which is definitely
tougher. Lastly, only 20% of
our portfolio are Ulips (unit-
linked insurance plans). This
product categoryis becoming
popular, given the buoyancy in
stock market.

In our experience with
urban centres, smaller towns
and tier-2, tier-3 cities through
our 750 branches, we have
realised that people in these
places don’t have the appetite
for risk and are looking for
guaranteed returns. So we
havea huge chunk of our port-
folio that is non-participating,
non-linked products, which
takes time to build.

In the last few months, we
have set on course the correc-
tion track, to tackle these
issues and identified a few
growth levers—including cost-
effective growth foragencies,
partnership with banksunder
open architecture, improve
business quality, lay deeper
emphasis on digitization and
focus on improving persis-
tency—that will drive growth
in the next few years.

But given thedownward

trend in interest rates,

how easyisittomaintain
long-term guarantees?

Some insurers have

relaunched their guar-

anteed products with
revised rates.

There are two aspects to
guaranteed products. From
the customer standpoint,
these are great products as
they guarantee you a return
over the long term, say 20
years, thereby insulating you
completely from the vagaries
of the market. So for a certain
set of customers, this works
well and if you choose your
customer set carefully, these
products work well for them.
Now, for an insurance com-
pany, these products certainly

carry interest rate risk and in
order to meet the guarantees
we strengthened our
reserves—by Rsl0O crore this
year—impacting profitability
in the short run. But we are of
the view that over the long
term, we will seea correction.
So, perhaps over the short
termwe may take ahit but over
the long term things will bal-
ance out. We haven't revised
our products due todeclining
interest rates.

You spoke about reach-
ingout toyour customers
with the right products,
but why are customers
still dropping out?
According to figures
reported in the Hand-
book of Statistics,
released by the regula-
tor, the 13th month per-
sistencyratio in FY16 was
56%whereas 61st month
persistency was 16%.
Ifyou lookat the latest num-
bers, our 13th month persis-
tency hasimproved to 65%and
the 61st month persistency is
31%. Customer centricity as a
focus is something that has
taken shape only in the last
couple of years. When I joined,
we did a suitability study and
decided tostick with products
that our customer segment
needed. We have instituted a
few changes which are global
practices and the FY17 num-
bersarearesult of that.
Webrought in several digi-
tal enhancement measures for
awell-rounded focusacrossall
channels. First, we have inte-

E

retention and

the key focus

areas for us

grated persistency into KPIs
(key performance indicators)
of oursales force. Our distribu-
tors need to maintain a certain
minimum persistency for
rewards. Soinstead of focusing
only on thetop-line, they have
to focus on retention and
fewer complaints. Every
branch now has this KPI sheet.

We have also developed
persistency models. So in the
case of new agents, or certain
geographies with less training,
there isa probability that cus-
tomers may drop out. In such
cases, we call the customers
before renewal to explain the
importance of renewing the
policy. We havealsoobserved
persistency of customerstobe
low fromagentsthat attrite. So
we call the customers to make
sure theyunderstand the pro-
tection element of their policy
as well and know the conse-
quencesof dropping out. Cus-
tomer retention and persis-
tency shall remain one of the
key focusareas forusthisyear,
and in the years to come.

You mentioned thatban-
cassurance is important
for growth. What's the
progress on tyingup with
banks or even acquiring
abank-promoted insur-
ance company?

We have tie-ups with small
banksand recently we tied up
with Equitas Small Finance
Bank Ltd. Weare very keen to
strengthen our bancassurance
channel as that is not only cost-
efficient but also more pro-
ductive asit has a captive cus-
tomer base. There are two
opportunities to use the ban-
cassurance channel: one by
acquiring a small bank-led
insurerand second by tyingup
withabank. Weare very keen
to acquireand are looking out.

In terms of product suite,

most companies have

started focusing on pure

protection plans. What’s

your product strategy?

Even now, 95% of the mar-
ket is made up of investment-
led insurance products and 5%
of term plans. It is true that
protection as a product cate-
gory is growing and in 3 years
it will increase to 10% of the
market. Wearealso focussing
onprotection and willbe com-
ing out with new products.
However at the moment, our
focus is to make sure our cus-
tomers who buy bundled plans
understand the protection ele-
mentin the policy. Customers
are typically interested in the
investment aspect so they
need to be made aware of the
insurance element in policy as
well and that therisk of death
isreal. Our second strategy is
to build riders and we have
already filed for three riders.
We also make sure that the
claims of the customers who
have bought term plans are
honoured. Our claims settle-
ment ratio is over 95%.

According to a news
reportin Mint, the insur-
ance regulator is con-
templating portability
for life insurance policies
as well. Whatis your take
on portability?

Life insurance policies are
long-term products and as
such the concept of portability
is yet to be established. If you
think about term plans then
portability isalready happen-
ing because when a customer
findsa cheaperoption, he can
simply buy the new policy and
lapse the old. In terms of sav-
ingsand investment products,
when people surrender, it’s
not because they want to move
toabetterinsurance product.
It'sbecause they don’t want to
bein the plan: they may either
need the money urgently or
may realise that the product
category is not suitable to
them. In both the cases, they
arenot lookingto port. We will
therefore need to apply
thought as an industry to
define the customer problem
wewould solve through porta-
bility.
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