Life insurance assignment

1. Do you agree with the view that a bachelor without dependents needs insurance? If you feel that he needs insurance state the reason in support of your view
Ans. Yes, I think a bachelor without dependents needs insurance because even if there is no dependent on the bachelor insurance plans will help pay for medical emergencies hospitalization contraction of any illness or treatment and medical care required in the future also insurance will help compensate any loss that occurred due to unfortunate event.

2. What is an adverse selection and moral hazard with respect to life insurance 
Ans. In the case of insurance adverse selection is the tendency of those in dangerous jobs or high-risk lifestyles to purchase products like insurance ……to fight adverse selection insurance companies reduce exposure to large claims by limiting coverage or raising premiums.
Moral hazard is an insurance term used to describe an insured persons’ attitude about their belongings. It represents the rise of indifference to loss because the items are covered.

3. Bob is a 25-year-old carpenter who is a subcontractor to various builders he is married and has one 3-year-old daughter he earns rs 70,000/- gross but pays rs 20,000/- in expenses which are fixed expenses i.e leased car and leased equipment bob rents an apartment and spends his earnings of 30,000/- on living and entertainment bob saves all other money.
A] describe briefly the features of insurance bob could have taken out this insurance may not necessarily exist in India 
Ans. Bob could have taken out term life insurance because term insurance is the simplest and purest form of life insurance it provides financial protection to your family at the most affordable rates the benefit amount is paid to the nominee in case of death of the person insured during the term of the policy.
B] why would anyone buy an insurance policy 
Ans. Insurance plans will help you pay for your medical emergencies hospitalization contraction of any illness and treatment and medical care required in the future the financial loss to the family due to the unfortunate death of the sole earner can be covered by insurance plans.

4. What undesirable consequences might follow if underwriting were not permitted in the private voluntary market for life and health insurance 
Ans. Underwriting is the foundation of the whole insurance industry that is why it is so important for underwriters to make the right decision underwriting ensures that a correct level of risk is entering is the industry and that the risk is matched by the right premium if underwriting was not permitted it would have resulted in insufficient charging of premiums leading to loss.

5. Describe various types of life insurance a person can buy state with reasons level of premiums charged on each case
Ans. Various types of life insurance a person can buy are as follows
A] whole life insurance – premium charged is high
B] term life insurance – premium charged is low
C] endowment policy – premium charged is high
D] pure endowment – premium charged is high 



