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Commussions are necessary to sell insurance products

The turf between Securi-
ties & Exchange Board of
India (Sebi) and Insurance
Regulatory & Development
Authority (Irda) has left
life insurers waiting for
more clarity on new prod-
uct launches which could
hurt their business this
year. Inan interaction with
FE's Kumud Das, HDFC
Standard Life MD & CEOQ
Amitabh Chaudhry
talks of ground realities.
Excerpts:

How has Sebi-Irda spat
over Ulips affected the in-
dustry?

Sofar, there hasnot been
anymajorimpactbecauseit
happened during the lean
period. The existing cus-
tomers haven't been hurt.
However, there is a percep-
tion that distributors’ mar-
gins are high, which is not
true. Customers believe

that commissions will fall
and so some mayvbe post-
poning their purchases.
Secondly, there are talks
that like mutual fund prod-
ucts, Ulipstooshouldnot at-
tract entry load. Currently,
life insurers are holding
back and we wonder why
only 14 insurers have been
singled out by Sebi when
there are 23 players. Some
changes have been made by
Irda such as life covers for
pension producis and
changes in the cap on sur-
render charges, and multi-
level marketing are being
considered.

Whatisyourviewoncom-
missions?

Commissions are neces-
sary to sell insurance prod-
ucts. Someone has to sit
down and explain the prod-
uct to the consumer, under-
standing his needs. To

assume these products will
be sold without a commis-
sion, which varies between
4% and 8% in case of Ulip
products, isnotcomprehen-
sible. Insurance is a long-

term saving instrument
and financialadvisorsneed
tobe compensated. Irdahas
laid down guidelinesondis-

closures of commission. 1
helieve that the two regula-
tors will arrive at a conclu-
slonsoon.

Are you ready to be gov-
erned by the two regula-
tors?

Hopefully, both the regu-
lators willtalk toeachother

and ensure that the final de-
cision will improve overall
governance in the system.
But tomorrow if the gov-
ernment or the court de-
cides, the regulators will
not have a choice. Though
we prefer to be regulated by
one regulator, we do not
have any say in the matter.

How are you tweaking
pension products post Ir-
da'snewnorms?

We are tweaking our
products. Products such as
pension schemes and Ulips
will be changed in line with
Irda guidelines, Premium
on pension produets is also
likely to go up from July 1,
2010. 1 believe the sale of
pension products, compris-
ing 20-25% of our entire
productportfolio, willcome
down once the new Irda
guidelinesonpensionprod-
ucts comes intoeffect. How-

ever,thisgapwillbefilled by
the endowment products
that are likely to become
more popularduetothecur-
rent controversy which has
hurt Ulips sales. Another
product that could become
popular is the limited un-
derwriting product, or
whatwecall‘Suvidha.’

How much capital will be
infused this year? Will
therebeanIPO?

We have already in-
fused Rs 172 crore during
2009-10. We may add tothis
but how much we bring in
will depend on how busi-
nesspansout. Wearelook-
ing at an IPO sometime in
the next fiscal (2011-12) as-
suming the government
passes the Bill in Parlia-
menttoallow foreign play-
ers to increase thelrstike
to 49%, as against the ex-
istingeapof 26%.
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