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Human life wdlue concgpit Ineips

you arrive at suitable life eowar

1 am 28 years old and have an
annual incoine of ¥3 lakh. 1 have
a traditional Imsurance policy
for which my parents pay an an-
nual premium of {25,000. How
much life cover should I have at
this stage?
—Mernaikishi Ssingleal
The life cover you (hat you re-
quire can be arrived by using a
concept called human life val-
ue. The human life value uses
four factors to determine how
much insurance cover you need
to protect your family and as-
sets. These factors are your in-
come and expenses, owfstand-
ing years fo retirememt and ex-
peeted level of inflation.
Typicallly, for ages less than or
equall to 35 years, iinsurance
cover could he a maximum of
25 times the average annual in
come in the lust three years.
Though thete is no thumb rule
for the minimum, a cover which
is #1-10 times of your annuall in-
come is reasonablie. You would
find a wide range of life imsur-
ance producis offering very
high life eaver, bul the exaet life
cover should be ideally deter

mined in accordamce to your
needs, dependanitw, life stage,
and existing iinwesttments.

1 had taken an endowment in-
surance policy in 2009. 1 paid
(wo premiums of 324,000 each
i 2009 and 2010. Wiille faking
the policy, 1 did not have any
idea about the features of the
policy. L want tio kaoow iif stiowdldi
continue the policy. If not, what
options do L have?

—Sandiip Kaurer

Insurance contracts are long
term in nature. The policy value
gets huilt up over a period of
time as you continue {o pay your
premiums. In case of an early
surrendier, you may lose a signif-
icant portionm of your iimvestiment
amoumit. Moreover, your policy
will acquire a guaranteed sur
render value only after it I8 in
force for three full yeais. The
guaranieed surrender value will
be 30% of premiums paid minus
ting first-year premium. Willi the
limited information that 1 have

about your current financial po-
sition, 1 would suggest you con-
tinue with the policy.

Lwant tio by @ temm fisunanoe
cover of 50 lakh. Should 1 bwy iit
from one insurance company or
split the amount into two and
buy from two companies? What
are the pros and cons of taking
term insurance from two differ-
ent companies?

—DNvipeardra Kfamer

There isn’t a strong case to be
made either way. However, if
you buy it from two different in-
surers you may have to undergo
medicall examinatiom twice and
you may lose discount that typi-
cally kicks in on a higher sum
insured. So consider whether
you want (o go through this. We
also suggest yow look for the
most cost effective plan (prefer-
ably online term plans). Cheek
lite poliey terms and condi-
tions, undeistand the elaims
histery of the insurer and its
sefvieing standards befere yau
¢heese one.
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