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Fall in deposit interest rates: Time to consider
guaranteed return insurance products

interest given i hank deposits . The chart below shows a comparative assessiment of the two invest.
ment optlons which typleally trigger a customer's decision:
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ith the secular drop in
interest rates in che last 3-4
years, your bank K orient-

ed tinancial planning may be ata big
tisk, Fur long-lerm investmenss,
shore-tenm volatility is of no con-
et The real risk is Lalling woefuly
short of the required corpus for geals
like childs cducation, marriage or
even relirement, In these uncercain
times, life insurance products that
guarantee return are the best solu-
tinn. The lile protection element in
such products ensures thar even if
vou die, your dear ones will dlways
geet the promised money.

You have been working hard and
seving money in bank deposils by

culling expenses wherever possible,

Your current family responsibilities
notwithstanding, vour child's cdu-
cation, martiage and your own
retrement need Jots of money, and
is prowing vostlier as every vear
PASSES,

Hinwever, the rate reduction in

gecatly impacls vour [nancid plan-
ning. Ir is impotant that there is
clarity on the amowat ol retur
expected afer a fixed period of time,
bur with hank FDs at the moneni
there is none.

Unprotected savings

With Lhe repo rate at seven-year low
ol 6,00%, bank deposits may fail to
provide vou with adequare retins,
Economists and analysts are cxpect-
ing more reduction, opening up the
possibility ol lurther  reduced
Tetums.

The ditference between the annu-
al fnerest earned e Rs 10 lakh ag
the rate of interest slipped from
8.75% to 6" in the last 3 years is
about Rs 30,000 in just one vear.
(ver 2025 years. the drap in interest

_Bonoﬂb from Fixed Buaranteed Money
investmentis sought Deposits Back Insurance
by customers product
Iritial tax benefit No Yes
Returns 09 ivestment Decliring Fixed and Guasanteed
Tax free relurns No Yes
Liguidity upt ons High. with paratty | Lawer
Risk cover No Yes
will greatty alter your linancial sav-  Guaranteed returns

ings plan as the rate of bank T'D
interest is ulso not fixed for such a
lony duralion,

Lor examyple, vou are planoing Lo
A0l Lo a magic gure of s 70 lakh in
20 years, vou will need to save Tis
15,000 per menth at 6% interest rle,
However, il the interest rate is 4%,
vou will save only Rs 53 lakh. The
gap of Rs 15 lakh coold affect the
plans of vour childs higher educa
tion like ME4 unless vou increase
your monthly savings vare to over Rs
19000 por monity, which could be a
severe challenge for your corrent
responsibilities.

the declining interest rate sce-
nariv puses d huge risk w the seg-
ment of customenrs wich love risk tak
ing apperite, abiliny ©0 undersland
the stock mackel, especially i
the non meww locations.
They usually ppt for invest-
munts wich fived renims like
Fls.

Thie time s therelore right for cus-
romers 1o understanid and evaluate
alternate investnent options which
oller puaranteed retums, imespee-
tive of tae changes in market condi-
tions and interesl rales,

One ol the most attractive propo-
sirinns in this scenario clearly is ‘life
Insurance’ pspecially (e ones that
offer 'guaranteed returns” with « life
pratection component. T compaci-
son o TDs, pooud gusranid e
lile insuraney products olfer beteer
retums an & tx-adjusted basis,

These life insurance policics give d
fixed retun, and also cotne with the
guarantee al payour if the life coy-
ered meers with untimely death, In
this way, there is nothing lel lo
chance whien i comes o providing
lirrancial protection forvour larnily

A guaranived money hack insor-
ance product gives yon initial tax
henetit, fived and rax-tree returns,
and a life pratection cover. n com-

parison, most baok FDs do not offer
any tax benefit, and there is no risk
protection cover as well I you face
premanue death.

When the life assured dies during
the term of the policy Le. before date
of matwrizy, procecds undzr the pol-
icy are payable as a claim to the
nominee. Accordling (o the dutd col-
lated from Life Insurance Council,
duath claims paid by life insirance
wompanies crossed Ns 19,000-crore
mark in 2016 17.

The life insuranee seclor in India
has also been constantly working
towards crearing higher value 1o cus-
temers through not just rerurns, hul
through improving servicing stan
dards.

With insurance produrt rennms
hecoming more lucealive than sume
of the other investment alternatives
in the current scenario, savers
should re-consider cheir financial
vl and incorporate products that
uller wwractive guaranteed retumns
owards their long ternm gaals that
will need Lo bre fulilled. Consumers
should understand the exact guar-
aniged cish Meves of insuranee poli-
oy for their age, difference from 'like-
L cashi ows as Mlustrated by insur
ers, conditions on premature ¢lo
sure, taxation benefits before mak-

ing a purchase.
Caneay: fngirance is & marrer of seliciation.
Rewerns manaonad i s qi tiew e badion
Livve, Flraaser ovadiadeos taxeainn enaliis anel
et geearan b eeteorns for tle podict W
areconsidering.




