Insurers are facing a lot of
problems, which are set o
change the course of the
industry. But the new MD and
chief executive officer of
HDFC Standard Life,
Amitabh Chaudhry, is
aiming at growth and
volumes. Though his earlier
stint was not in the insurance
industry, but with Infosys
BPO, he has learnt the ropes
on revenue generators for the
company that is planning an
initial public offering ({IPO) in a
couple of years. He tells
Khyati Dharamsi how the
changes will affect Ulips and
life insurers from now on.
Excerpts:

Will the changes proposed help the
Industry garner more funds?

“ub Fhedndustry; nthe fone term, will bene-

fit freim thHiz. The low hanging fruies will be
there, but not as much. We have to restruc.
ture the business, We need to see whether we
want to offer all things for all people or litn-
it them. People will need investment optionz
and they will vome to Mips.

What about the reduction in charges? Wil
it be a tough road?

There is scope for reduction, But only re-
duction will not work as you are running the
rick of lower revenues. My problem gets less-
er, hecause T am generating revenue, So the
stream of revenues is impartant Though we
have inereased our provinm by 63% betwesn
April and May, our expense base has ro-
mained fat in the first quar-
ter. We are aiming Al a mar-
i af 0% NBAP on a long:
term point of view and it
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"The regulator is

looking for more
self-regulation

work. We nieed o have our 0w metwork, f

Will you be cutting down people?

The good news 15 that the industry has
high attritien rates, sowe will be able to have
a Headeount withbut much pain. HOFC
group has been seen as an employer friend-
l¥ organisation, soour intent is to stick fo
minimum reduction,

But won't attrition rates come down now?

Yag, this number might reduce as 30-90%
of the people who laft were moving within
the indostry and that number might reduce.

What about the changas on surrender
front, will that reduce
profitabllity?

For the next 2-3 vears sur-
renders from existing poli-

will not bappen svernight.

We have sean how 184

branches wars slashed by the Industry in
first quarter. Will you be trimming your
network too?

We might be closing some down branches,
especially where there are multiple branch-
e5 in the same city, From 4 standalote prof-
itability point of view. we will see how many
districts we ¢an cnver up from one location,
But we are cognizant of the existing cus-
tomers and see whethor we are moving away
from them. We will look at a comhination.

But you have the HDFC Bank branch
network...

Amitabh Chaudhry

cies will be there, Bt later
the surrender penaltics will
give you nothing, as the op-
erating model is changing. We may move fo
iraditional, but that is apain not good for cus-
tomers, as fraditional products dre opague
in terms of charges  there is a 35% com-
mission plus bonas and vou can't play the ey-
uity market as much as vou can in Ulips.

Why are you flling for more traditicnal
products, when you already have them?
W are filing for traditional preducts with
low charges, Why should traditionsl be any
different? And going by reports of Drda lonk-
ing ta cap charges in the traditional basket,
why not do what they might ask for later?

6 There are things such as the
26:49 ratio (of FDI limit), the
255 public shareholding that
need to be resolved. We also
need to look at the picture inthe
new scheme of things and the
margins in the lengterm. But |
don’'t see it happening until the
third quarter of next year

The regulator is looking for more self’ regu-
latiom: we need to understand that otherwise
we will he over-regulated.

- - i -, But agents have heen misseliing Lilips
o It is justthat we eas't justrely o that net- o

before the Septermbar deadilne saying no .
medical tests now and lock-in for only 3
years?y

It is not that the agents are selling the
wrong thing, There are some henefits and
flexibilite available now which mav net be
available later,

How will losses ba made good for agents?

The hope is that they may be able (o com-
pensate for the loss by selling more. Our idea
iz to reduce 1he waste, rather than the reach.
We are looking at whether they can offer the
full suite of HDFC producis. Other group
comnpanies. too, are looking at expanding dis-
mribution and apents are looking to sell more
So the wlea s, can we have right hooks so that
they got paid off

But why are the number of agents baing
slashed by Industry as there is no
additlonal capex on non-performing
agents?

The idea of companies trimming their
agency worktoree is probably because they
hawve to give renewal commissions. The costs
are being analysed and 1If vou don't cancel,
the eosts buald up.

What about your IPD? ;

There are things such as the 26:49 ratio
{of FDT limit), the 25% public sharsholding
that need fo be reselved. We alzo need to look
at the picture in the new scheme of things
and the margins m the long-term. Botdon't
see it happening until the third quarter of
maxt wear
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