Life  Insurance Assignment 1
1.  No I do not agree with the view because every person should have insurance irrespective of whether he has dependents or not. In this case the insurer can take pure endowment policy. The policy contract promises to pay the insured a stated sum if he survives a specified period with nothing payable in case of prior death. The insured can use the saved money for future requirements. Hence, the policy holder is getting protection in both ways life as well as financially. 
4. I feel, “‘that of dying prematurely leaving the dependent family to fend for itself” is more serious and difficult to manage than, “Living too long without visible means of support” because if a person dies at early age his income stops completely. The family faces emotional trauma, financial trouble and they will have no security. Hence dying prematurely is more risky than living for long.  
6. Adverse selection & moral hazard with respect to life insurance is:
i) Adverse selection:-
· This term is used for a situation where the insurance applicant presents a possibility of loss that is higher than the average expected from a random sample of all applicants. 
· It arises when the information presented to the insurer and the actual material facts relating to the risk are different.
ii) Moral hazards
· These hazards refer to the defects that exist in a person’s character that may increase the frequency or the severity of loss. Such a character may tend to increase the loss for the company.
Ex: killing wife to get death proceeds of insurance.

12.  Bob is a suitable costumer for all the Insurance products such as:
     i. Whole Life Insurance:-
· Whole life insurance is a type of life insurance that provides you coverage throughout your lifetime provided the policy is in force. 
· Whole life insurance policies also contain a cash value component that increases over time.
· The premiums are lower as the policy can be taken long period of time.
· One can withdraw cash or even can take loan on the policy. addition, in case of the unfortunate demise of the insurer before you pay back the loan, the death benefit paid to your beneficiaries will be reduced.
Benefits:
· Provides coverage against death for the entire life of the insured i.e. up to 100 years of age.
· It can be bought online in an easy and simple way.
· In the last respect a whole life assurance is particularly useful as a means of protecting some of the expected transfer of wealth that a parent would be aiming to make to his or her children when he or she died. Without the contract, the wealth transfer would be likely to be very small if the parent died young. Such contracts can also be a tax efficient way of transferring wealth, at any age, depending on legislation (often reducing the liability to death duties or inheritance tax).
ii. Term Life Insurance:- 
· Term life insurance is a type of life insurance that provides a death benefit to the beneficiary only if the insured dies during a specified period. If the insured survives until the end of the period, or term, the coverage ceases without value and a payout or death claim cannot be made.
Benefits: 
· Provides life coverage and financial security to the family of the insured at an affordable premium rate.
· This insurance can be bought online is an easier and simple way.
· As compared to other life insurance policies term insurance plans offer higher coverage at a minimum premium rate.
· The insurer can get tax exemption under section 80C of Income Tax Act 1961.
· Additional rider benefit can also be provided for Bob’s benefit. 
Eg: Waiver of Premium rider, Family Income Benefit rider, etc.
iii. Endowment Policy:- 
·  An endowment policy is defined as a type of life insurance that is payable to the insured if he/she is still living on the policy's maturity date, or to a beneficiary otherwise.
· An endowment policy provides you with a dual combination of protection and savings.
· In this policy if the if the insured dies during the term of the policy, the nominee receives the sum assured plus the bonus or participating profit or guaranteed additions, if any. The bonus or profit is paid for the number of years that the insured survives in the policy term.
Benefits: 
· Endowment plan provides the dual benefit of savings cum insurance coverage.
· Tax benefit can be availed under section 80C and 10(10D) of Income Tax Act 1961.
· As compared to the other investment options endowment plans are considered as a low risk investment option.
· Endowment assurances are often used as a means of transferring wealth from, say, parents to children. The basic idea is that a parent would pay the premiums but the benefit would be payable to the child.
iv. Joint life policy – 
· A Joint Life Policy is the insurance cover that you get on a first – death basis. It is a payout which an insurer receives in case of death of his other insured partner during the period. 
· When you apply for a life insurance policy, you mention a nominee or beneficiary. In Joint Life Insurance, both you and your partner will be the owner as well as the beneficiary. So, in case something happens to one of you, the other will receive the benefit of the life cover.
Benefits:
· The advantages of joint life cover are that it pays out regardless of which partner dies, and is cheaper than taking out two individual life insurance policies. It may be good for young couples who are trying to save money on premiums, or for business partners.
v. Unit linked contracts:- 
· Unit-linked assurances (typically whole life or endowment) have benefits that are directly linked to the value of the underlying investments. 
· Each policyholder receives the value of the units allocated to the policy. There is no pooling of investments or allocation of the pooled surplus. 
· As each premium is paid, a specified proportion (the “allocation percentage”) is invested in an investment fund chosen by the policyholder. 
· The investment fund is divided into units which are priced continuously.
Benefits:-
· A unit-linked contract enables consumers either to obtain a higher expected level of benefit for a given premium or to pay a lower expected level of premium for a given level of benefit, than under a comparable non-linked version of the contract.
· In addition, a unit-linked contract can offer flexibility in the types and levels of cover included and the ability to vary premiums according to need.
15. Undesirable consequences that might follow if underwriting were not permitted in the private are underwriters evaluate the risk and exposure potential clients. They decide how much coverage the client should receive and for that how much premium should they pay. Underwriting involves measuring the risk exposure and determining the premium that needs to be charged or to check if the insurer is a good risk or a bad one. If all the criteria and facts are not taken into consideration the company will face loss or IRDAI will take strict action against the company. 
18. Various type of life insurance a person can buy are:
     i. Whole Life Insurance:-
· Whole life insurance is a type of life insurance that provides you coverage throughout your lifetime provided the policy is in force. 
· Whole life insurance policies also contain a cash value component that increases over time.
· The premiums are lower as the policy can be taken long period of time.
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