Life Insurance Assignment
(Chapter: 1,2,3,4,5,6)


Q1] A bachelor without dependents also needs insurance, because insurance is not just for others, it is for oneself too. The insurance can be used to cover his life protection. Some life insurance plans (Endowment) can return your invested money after its maturity period and can be used as an investment/savings. Life insurance can also help in settling debts after death so that the creditors do not incur losses. Life insurance also provides risk sharing. Non-Life insurance such as medical insurance and property insurance can provide money during a medical emergency or property damage respectively. Both of which are independent of whether one has dependents or not.


Q4] In my opinion dying prematurely and leaving dependents to fend for themselves is a greater hazard. Dying prematurely can cause complete loss of income in the house and also cause possible debts to fall on your family. In case of living for too long, income can be sustained by children. Other schemes such as pension can also provide periodic income.


Q6]
· Adverse selection: Adverse selection is when sellers have information that buyers do not have, or vice versa, about some aspect of product quality. 
· Thus, it is common that people with high risk buy selective life insurance products, where chances are greater they will get returns on it.
· Hence to fight adverse selection, insurance companies reduce exposure to large claims by raising premiums and limiting coverage.
· Moral hazard: A moral hazard is an idea that a party protected from risk in some way will act differently than if they didn't have that protection.
· Moral hazard occurs when insured parties take more risks knowing their insurers will protect them against losses.


Q12] A> Bob could have potentially bought life insurance for himself. Since he also has a car he could’ve purchased car insurance.  He may have also bought health insurance for his family and group insurance for the workers working under him.
B> People buy insurance policies as it provides them with financial security in times when they need according to the terms of the policy. The risk of loss can be shared by the insurance company instead of just a single person. It is also a method to invest/save money 


Q15] Underwriting procedure requires in-depth analysis and calculation which may change depending on the person buying the product.  This requires lot of time for each product to be designed. If private markets were not allowed to underwrite, it would cause a lot of time consumption for insurance companies and employees to make these products. Instead this time could be utilized for something else. Along with making work simpler for insurance companies, this also creates job opportunities in private companies.





