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Choose guaranteed plans
0 get maximum benefits

Guaranteed plans

essentiallyremove

theriskinherentin
investing

—

RISHI MATHUR

sacustomer, you may be seeing anumber

ofguarantesd plans nthe market. . thenat-

al question that arises is - are such plans

good for you and in the long run, do they help vou

build vour financial strength and immunityover a
given period of time 7

Letusunderstandhow guaranteed plans canbe
useful to help meet vour targeted financial goals
and theimpertantconsiderations tokeep in mind
when investing your hard earned money in guar-
anteed plans,

There are two key considerations you should
lkeepin your mind before opting for aninsurance
plan — A) what is the nature of the financial mile-
stone or life stage goal that | am targeting, and B)
vour personal appetite onrisk, that is, the possibil-
ityofvariablereturnsincluding incurring a capital
loss on your investment.,

Huowy critical is the financial milestone or goal
thatvouaretargeting through thisinvestment and
howmany years away, iswhatdeterminessuitabil-
ity of whether you should gofor guaranteed plans.
Say,yourchildis planming forcollegeentryin S or
10 years from now and will require a significant
corpus of money which is top priority, there are
no other alternative saving pools which can be
emploved - then you would like o minimise any
chances of your investment missing the goal or
the value of vour investment falling short due to
market uncertainties.

Your personal appetite for risk and volatilicy
in vour investments is an equally important con-
sideration and you should be conscious of what
your inherent appetite is. Some customers are
comfortable with highvolatility and the chance of
capital losses  low retums, inexpectation of possi-
ble superior outeomes; however, others would be
morecomiortablewithalower targeted veturm but
lesser or nil chance of variability, Lower variabili-

ty also means that your planning can be accurate
and focused. Work outwith your financial advisor
or through online resources what vour own risk
appetite is, in the context of vour | vour family’s
linancial conbexi.

Guaranteed plans esseatially remove the risk
inherent ininvesting by providing anuplrontguar-
antee and clearly specifving at the beginning of
the plan-the ‘zet’ in the give vs. get equation. The
amount to be received at maturity of the plan or
where theamountispaid oucinthe formofincome
or lump sum tranches is specified upfront for a
given premivm to be paid, along with the henefit
tobe paidin case of an unfortunate event for thelife
assured. Henee, ifyouare &) tarpeting acritical and
non-negotiable financial goal whichisat a defined
timeframe not too far in the future (say within 15
years); and B) your personal visk appetite is con-
servative, thenyvoushould goforguaranteed plans.

With increasing uncertainty on economy par-
ticularly due to the impact of the ongoing pan-
demic, volatile capital markets and sharp drop in
interest rates, many customers have shown pref-
erence for suaranteed plans this vear. There are
some unigue benefits pffered by guaranteed plans:

Lifecover-The first priority before anyinvest-
mentshould alwaysbe toprotect your family from
uncertainty inyourabsence, and hence the life cov-
erininsurance plansisinvaluable sinceit provides
certainty and peace of mind fora long term.

Lock in of benefits irrespective of interest
rate movements - Interest rates are volatile and
by purchasing a guaranteed plan, vou notonlylock
in the guaranteed return for the money paid at
purchase butalsofor all premiums tobe paid dur-
ing the term of the plan. This isa valuable benefit

ifinterest rates areexpected tobelower in future,

Tax benefits— Normally the maturity amount
and any payments such as guaranteed income
benefits or regular pavouts during the policy and
postmaturity aveall tax free provided the benefit
onunfortunate deathis at least 10 imes the pre-
mivm paid. Henee, docheck that the suaranteed
plan offers you the tax ree advantage on your in-
vestmenuts, which makes suaranteed plans very
competitiveagainstalternatve guaranteed retum
optionswhich may nothave tax advantages,

Abhility to take benefitsin lump sumor asreg-
ularincome-Thisisavseful waytohelpstrucure
the benefits from your investments in line with
your needs. For example, if vouwant to create a
guaranteed second income for your family, then
you could opt for taking the return in the form of
suaranteed income, but you could also chioose to
take thesame aslumpsum foraspecilicmilestone.
Longtermguaranteed returns-Life insurance
plans offer the option of taking long term guar-
anteed returns for tenures as long as 20, 30or
Avears, Thislong term guaranteed return isnot
easily availableinotherinvestmentoprionswhich
aretypically within 10 to 15 vears,

In summary, suarantesd plans are very rele-
vant in today’s uncertain dmes with their many
advantages and must form a key part of your in-
vestments— in particular, for each of vour critieal
life time goals and i vou have a conservative risk
appetite. Guaranteed plans can help you protect
and nuriure your promises toyour familywith the
confidence and certainty of suaranteed returns.

( Therwriteris CliefDigital and Stravezy Officer
Canara HSBC Oriental Bank of Conmmerce Life
Insurance)



