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ife insurance in Indla has

historically been about

traditional 1ife insurance

products such as partici-

pating endowment and
money-back plans. After liberalisa-
tion of the sgector, unitlinked insur-
ance plans (Mips) ook the centre
stage and became the fancy of the
muarkat and customers.

Customers were thrilled by the
bull run in the equity markets and
were excited to see exponential re-
turns in their policies il the glohal
fMnancial crisis hit in 5048, Faced
with significant volatility in the equi-
ty markets, customers shifted their
demand back to allernative plans
which provide some guarantee o the
returns. A rise in demand for tradi-
tional products, which can provide
smoather returns, prompied insur-
ers to start introducing variations of
endowment and money-tack plans.

What customers want

Independent research has revealed
that while planning for the long term,
many cusiomers are averss o faking
risks and prefer guaranteed returns.
Hence, they tend to prefer traditional
products over Ulips, A customer re-
search by Canara HSBC Oriental
Bank of Commerce Life Insurance
shows that a significant percentage
of customers prefer & regular income
over 8 lump sum payout to achisve
life stage goals. Hence, the preva-
lence of guarantead monthly income
plans (MIPs) in the markesd

MIPs are typically for customsra
wha either wish to have supplemen-
tary income along with their regpular
income and/or who are looking fora
regular income source fo suppord
fheir retiremnent nesds There are var-
fous bypes of MIPs and i bs important
o consider which s right for you.

How do MIPs work

Typlcally, MIPs affer payouts at regu-
lar intervals on a monthly basis (al-
though some companies offer annial
payout &s well) for a period ranging
from 210t 15 years,

Another im portand feature is that
life cower is available in MIPs during
the premium payment term. Addi-
tionally, some plans offer life cover
during the pariod of income receipl.
Life cover i5 & unigue advantage of-
fered by MIPs over simple wealth ac-
cumulation products such s fxed or

Monthly income plans can help you to generate guaranteed
mcome with significant protection. says Chirag Rathod

such benefitin the event of death.

As life cover can vary from planto
plan, it is important to check that the
protection is right for you. I protec-
tinn is very important for you, you
may opt for an MIP which covers you
not only during the premium pay-
ment but &lso during the income re-
ceipt period. Further, you may wish
to opt for a plan that doss not deduact
the monthly income already paid

For a
little
extra

from the death benslits payahile to the
nominees, 50 that the life cover is not
redduced.

Incase you are keen on tax bene-
fits, ensure that the 1ifie cover offered
1= eligible for you to get the relevant
tax benefits acconting to the prevail-
Ing income tax laws. Do check with
your financial consultant in case you
nesd confirmation.

Decide your goal

First, you must decide the goals that
you want to fulfil from your imest-
ment. If your goal is to build a lump
sum for & defined need, say buyinga
houss or children's marriage, an en-
dowment plan which pays a lump
sum may be a more sultable option.
If you are lnoking for additional

income, besides your regular in-
come, o support your lifestyle or
your depenidants’ needs (for instance,
your parenis or your child), an MIP is
mare suitabe,

Another important factor to con-
sider is the duration of your goal. If
you are looking for an income payout
Tor life, an annuity plan will ke more
suitable since payouts continue
throughout Tifke.

Further, if you are looking for a
regular indome for 10-15 years, an MIP
will e more suitabls. As the MIP pays
Incomes over a shorter period, the in-
come will typically be greater than

a similar annuity In addition, in-
come from an annuity will be
taxable whereas it will be non-

froahile for an MIP Remember, tax
benefits for monthly inmome plans
will be according to the prevailing
income tax laws and are subject to
amendments from time to time,

What to buy

¥ou need to assess the level of risk you
are comfortatile with in imesting your
money. There are participating
and non-participating MIPs in
the market. Non-participating plans
iriwe you full certaindy over your bens-
s at the oulsat, but with no upside po-
tential. Participating plans offer lower
upfront suarantees but provids poten-
Hal of higher returms throogh bonws.

Al the time of buying, you must
read through the product lfustration
carefully bo understand & plan’s “give
& get™ (what you pay a5 premiom and
what you get hack as benefits in re-
turn). By comparing the “give & get”
of various plans in the market, you
can see what works best for yow.

What after buying

You must keep yoursell updated on
the progeress of the plan purchased to
ses that if remains on track fo fulfil
your desired goals. Also ensure that
yisu pay all premium b maximise the
walue of the plan. Stopping paying
premium or surrendering the plan

sary may impact benefits severely
MIPs can prov ide & great meansof
arhieving a tax-efMicient supplemen-
tary income with in-huilt 1ife cover
However, it's important tocheck the
“give & ged”™ to determine what's suit-

ahile for yow
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