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Child insurance as a hedge to protect saving
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\ Given rising education costs, parents in India
seek to save enough to meet their children’s
educational and other needs. With expen-

~ sive international schools opening in India, § =
education hasacquired anew dimensional- .

together, say insurance industry experts.

' According to a survey on the concerns
-of young parents, conducted by Aviva Life -

Insurance, saving for children remains the
top priority for 72% of Indian parents.

Understandable, For, “parents will have |
to shell out close to ¥5 lakh every year”, says .

Aditya Patil, chief executive, Ascend, a Ban-
dra-based international school. “Our costs

lncrease In the range of 10-15% year-on-

year.”
~To meet such financial challenges, par-
ents usually save and invest for their kids

in instruments like fixed deposits, Nation-

al Saving Certificates (NSCs) and stocks. Ex-
perts say there are better alternatives now.
 For example, you can invest in a child
plan through the traditional Ulip (unit-
linked insurance plan) route. The key ad-
vantage is that child plans not only fulfill
the investment objective but provide pro-
tection after unfortunate developments.
“Unlike other savings instruments, Ulip
ensures that the corpus you had planned
to save for the child’s future, is available
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when your child is 18 or 21. The policy also
offers a lump sum payment upon death of
the policy-holder. All future premiums are

waived off,” says Gaurav Rajput, director,
marketing, Aviva India.

Even if the policy is stnpped because of e _____ e ____________________ o L it
death of the policy-holder, the insurer will | e |

pay the remaining premiums and will con-

tinue to invest this money on behalf of the -

policy-holder. The child would get the mon-
ey at Speaﬁed intervals as planned under
the policy.

Suresh Sadagopan of Ladder 7 Financial

| Adwsmy Services says that along withachild

plan, “you shouldn’t forget to invest in fixed-
income products. While choosing a child
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plan, you sh'ould compafe two irnportant

factors: the benefits and its cover”.
Starting early and assessing the child’s

‘needs carefully (keeping in mind the hid-

den costs) is crucial. Parents need to adopt

a long-term and systematic approach to
savings, say experts.

While comparing child plans, there are
some factors that you must bear in mind:
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- Defined guarantees and time of payouts:
You have to be aware when the policy gives
out the payouts to the customer. It is also
important you choose a traditional or Ullp

child plan according to your risk appetite.
“One should also check if the policy

adopts a systematic transfer plan or a life
stage-based allocation of fund. Alterna-

tively, for a traditional plan, are the re-

turns market-linked? Or, are returns bonus-
related? Fund performance in case of Ulip
becomes a large parameter while compar-
ing various plans,” says Akshay Mehrotra,

chief marketing officer, Policybazaar.com

Accidental benefits: They could be in-
built or as a rider. It helps protect against
loss of income, particularly due to disabil-
ity of parent. The premium paid shnuld be
in line with the cover one gets. |

Benefits are payable at different stages
of the tenure, and will vary for different
products and companies. You should com-

. pare similar products and then choose the

policy accordingly. |
But, more often than not, most parents

try to invest in child plans without under-

standing them. It is important to build reg-

- ular savings for your child’s future. You need
~to protect this saving capability by using in-

surance as a hedging instrument

“It is impossible to replace a term and
mutual fund for the work that a child Ulip
plan can do. Our newly launched child Ulip
has elicited a great response becauseitis a
product that fulfills the child’s future needs,
be it education or marriage. It is the need
of the hour, as education costs are rising at
an alarming rate. Hence, one should takea
long-term view and invest in appropnate_
instruments,” says Aneesh Khanna, senior
vice president and head- marketing, IDBI
Federal Life Insurance et ‘



