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high charges
of traditional
policies™

Why are insurance agents now selling
traditional plans instead of Ulips?
This shift proves thatiif e disttithutiom
channel is incentivised enough. they can selll
any product. After the Sepiamber 2010
changes, Ulips areagood produet. They
have loewer eharpes, greater flexibility; moFe
transpareney atd lower eosts of exit. Sill,
traditienal prodvets are being seld mere
beeause they effer higher ineentives to
distFibuisrs: A distbor e3rns 30359
even 406% esmmissien frem selling a
traditienal peliey eempared t6 81256 frow e
Ulip: THe INSUrACe Ompany ASS bEnEfis
becatise all the expenses ificitred {6 sell the
peliey; ineltiding the esmmission; ean be
passed o1 to the palicy: 88; H&‘Hiﬂ&ﬂﬁ
BfBEiHEE aregosd for the 91§EHBHESF
BcaHse 8f the Righsr coMMISSion ahd Bene-
the 10Wer OIS
T‘HE 88{%%@89 WhS 18§8§ 8H{H8F8 isthe
BHyer: gy
8FHa eypenses 13 e F-B 1183’ {HS ESJEHHE foF
the iy 8f will Fedt e
8H§ESHQ f? eeu OGS” oy t

ﬂs:g .ng %ﬁyss

The buyer may be lininghis

portfolio witln low-yiekd debitt

Can this shiftttenenersei??

The shift to traditional plansis

certainly a worrisome trend.

Every insureris

foeusing on these policies. 1 cantstsp

my distributors from selling traditional prod-
uets, butl weuld takestepstoaniueertat
these pelieies don’t aceouint for mere than
35% of our total portfelie. We have aveadly
started de-emnphasising seme traditional
plans. FoF ingianee, witlledie diistitnutisrs
earn a 30-35% eommission, themcaniives
are pruned. 1 tell my sales team, ifyou sell
ulip, yeu will get 1O incentve. Bt yen
sell traditional predvets, yo will get ofily
TO-75% theantive

Do youfeelithe clmrges omtraditiond!
products should be brought down?
The Insurance Regulatory and Development

Authority (Irdz) has diengeetiiijpstyy
bringing down the charges. Butittlasdome

nothing about traditional plans. Why isittnott

bringing the commission down on these
products? The fact of the maitier is, LIC
which has 60-65% of tiemanketshzrestilll
sells 70% traditiiomal products. Ofitihiis;,
almost 50% goes intio government securities
and, therefore, Irda is moit dioimgamytihiing
aboutit.

Irda has now tumediigsattention toNAV-
guaranteed plans. Avetlrecontemssadid??
They have received complaints thait people

don’t understand what they are buying. Buy-

ers think that theywill get the highest NAV
for every day of the year, so they believe that
they have maximised their returns.
However, this isn't the true picture. Yowgstt
the highest NAV of the product, not ofthe
marked So when Irda expressed eoncerns,
the Industry said thatit was willing te
address sueh issues. Forivsttanss, welaee
intredueed semething ealled the Mest
Impertant Deeument (MID) that eleayly
explains the varieus charges 6n a poliey. We
would be happy o inelide 2 chart
shewing how the highest NAV werks:
The ifeustry ean 2156 come st with
joint ads i the media: Ol shbmission
te irda was; 1eF's iy and ediicate the
EHSIGMmEr: PR B3R 2 AasS Hpradinas
Becatse yaH believe it is being mis-sad.
Just because somreone is speediing, yow
don’tbring down the speed limit.

Despite effortslyy/Indirandinstmress; thee
problem of mis-selling continues. What s
been your experience?

Alot of the mis-selling happens because the
custorner is in a hurry. Hiejusttasitss, " Wirene
do I sign?. Somewhere during the conversa-
tion with the agent he has hesrdiwhat e
wanted to hear and is ready to buy. LLattar,
when they don’t get the land of return they
expected, they complain against mis-selling.
We get about L2000 complaints every year
but only a third of these are genuiine mis-sell-
ing complaints, Sometimes, distributors egg
the cuistomer to file a complaint. Welinaxe
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had cases where the policyholder does not
even speak the language buthasfiledia
detailed complaint in flawless Engficin.

What do youdiviinstictivases??

We have a full malipractiice nastirix thatt
defines the actiion to be talken. Afterwe
return the money to the custiomer, we take
action against the agent. Thiscamrangs=fiomm
issuing a warning letter to termination of
services. A warning letter meanshe worr'tt
get a promotion.

What steps would you suggestitiosttangooartt
this menace?

Some companies have a pre-login calll where
they phone a custiomer even before the
policy is issued. Heisexplhiineditepdioy
features in detail. Currendy, welewes
welcome call but will soon be starting the
pre-login calls. More importantly, we anetlie
only company to have a 30-dav free look
period. Irda has mandated IHdimsHuttvee
have extended this window te umordh. Te
welcome call is made within 23diaxsoff
issuikngthe policy so the cusiomer hasfour
weeks to study the policy and returnit.
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