                                                                                       Annexure B

ILLUSTRATION OF A PROSPECT PRODUCT MATRIX

The table below recommends products on the basis of life stage, generic need and income segment of the customer. The needs are given a score (from 0% to 100%) on the basis of suitability of the product category to the customer’s life stage. 

Product map

	Life stage
	Indicative age band
	Needs
	Suitability index
	Income segment

	
	
	
	
	Mass
	Mass affluent
	HNI

	Single
	Less than 30 years
	Protection (Life)
	75%
	A1
	B1
	C1

	
	
	Protection (Health)
	100%
	A2
	B2
	C2

	
	
	Goal based savings for wealth creation
	100%
	A3
	B3
	C3

	
	
	Investment
	50%
	A4
	B4
	C4

	
	
	Income
	0%
	A5
	B5
	C5


	Married
	31 to 35 years
	Protection (Life)
	100%
	A6
	B6
	C6

	
	
	Protection (Health)
	100%
	A7
	A7
	C7

	
	
	Goal based savings for wealth creation and retirement
	100%
	A8
	B8
	C8

	
	
	Investment
	75%
	A9
	B9
	C9

	
	
	Income
	0%
	A10
	B10
	C10

	Married with children
	36 to 40 years
	Protection (Life)
	100%
	A11
	B11
	C11

	
	
	Protection (Health)
	100%
	A12
	B12
	C12

	
	
	Goal based savings for wealth creation, retirement, children's education
	100%
	A13
	B13
	C13

	
	
	Investment
	100%
	A14
	B14
	C14

	
	
	Income
	25%
	A15
	B15
	C15

	Married with grownup children

(Pre -retirement)
	41 to 55 years
	Protection (Life)
	50%
	A16
	B16
	C16

	
	
	Protection (Health)
	100%
	A17
	B17
	C17

	
	
	Goal based savings for wealth creation, retirement, children's education
	100%
	A18
	B18
	C18

	
	
	Investment
	100%
	A19
	B19
	C19

	
	
	Income
	75%
	A20
	B20
	C20

	Retired
	More than 55 years
	Protection (Health)
	100%
	A22
	B22
	C22

	
	
	Investment
	100%
	A24
	B24
	C24

	
	
	Income
	100%
	A25
	B25
	C25

	
	
	Goal based savings for wealth creation
	50%
	A23
	B23
	C23

	
	
	Protection (Life)
	25%
	A21
	B21
	C21


We would expect each company to populate cells A1 to C21 with appropriate products from its portfolio. Companies may also further refine the segmentation of policyholders suggested above. Process

The above template would be used by the agent or intermediary to help select an appropriate product, i.e. one that meets the prospect’s needs and which is also affordable. 

The agent will sign a declaration that states that he or she is recommending a particular product based on the customer’s life stage, need category and income level.

Life stages

Below, we give a rationale for the suitability indices of the product categories of each customer segment, based on a simple understanding of the typical profile.

We note that health insurance would be a universal requirement among our target population, in view of the public provision of healthcare. 

	Life stage (age bands)
	Profile

	Single 

(less than 30 years)
	· Few dependants (parents) => some requirement for life protection

· Financial planning for wealth creation => requirement for savings

· Medium term fund requirement for consumption => need for some liquidity in savings

	Married

(31 to 35 years)
	· Purchase of assets – house, car, etc. => need for goal-based savings

· Savings not adequate, and there may be liabilities and dependants => life protection

· Financial planning for wealth creation, retirement => need for goal-based savings

	Married with children

(36 to 40 years)
	· Savings not adequate, and there may be liabilities and dependants => life protection

· Purchase of assets – house, car, etc. => need for goal-based savings

· Financial planning for wealth creation, children’s education & marriage, retirement => need for goal-based savings

	Married with grown-up children

(Pre-retirement)

(41 to 55 years)
	· Significant disposable income and surplus assets => investment

· Financial planning for wealth creation, children’s education & marriage, retirement => need for goal-based savings

· Need of some life cover, to the extent required to cover outstanding liabilities

	Retired

(more than 55 years)
	· Need of steady income (pension)

· Need to invest surplus cash with high returns and liquidity


Needs

Below, we describe the types of product that typically meet customers’ needs. 

	Need
	Explanation
	Suitable product types

	Protection (Life)
	High life cover at an affordable rate
	· Term plans

	Protection (Health)
	Medical cover for the whole family
	· Fixed benefit health plans

· Reimbursement health plans

	Goal based savings
	Create fund for long term goals – purchase of assets (wealth creation), children’s education & marriage, retirement 
	· ULIPs

· Endowment assurances

	Investment
	Invest surplus money 
	· Single premium plans

· Limited premium plans

	Income
	Regular income 
	· Immediate annuity

· Monthly income plans


Income segments

Below we define the income segments. These should be used to determine the affordability of the insurance product. 

	Segment
	Annual premium (Rs per annum) as a surrogate for Income
 

	Mass
	< 20,000

	Mass affluent
	20,000 – 50,000 

	HNI
	> 50,000 


The income segment table has annual premium as surrogate for income. Whilst this is one approach, we could also have annual income band for income segments. For example, mass segment could be one with annual income upto Rs 150,000; mass affluent between Rs 150,000 and Rs 600,000; affluent above Rs 600,000

Case studies

· Example I (Protection (Life)) – Cell B1

Customer profile – Rahul is 28 years old, single and works for an IT company. He earns Rs. 6 lacs per annum. His father is a government employee who will retire next year and his mother a housewife. His younger sister’s marriage is next year. 

Need - He financially supports his parents and sister and will also have to take care of his sister’s marriage. As a result, Rahul has tremendous financial responsibility and his demise will be a big blow to the family. So for the financial safety of his family Rahul needs life cover.

Product – A term assurance would be a suitable plan for Rahul’s need.   

· Example II (Protection (Health))

Customer profile – Ashish is 36 years old and owns a garment shop. His wife, Anita, is a home maker and they have a 2 year old daughter. Ashish earns Rs.10 lacs per annum.    

Need – As Ashish is self employed and does not have any corporate health cover, he will have to bear all the expenses in case of any health emergency in his family (self, wife, daughter). In case he himself falls ill, his family might have trouble in arranging the required amount. So Ashish has to make sure that he is well prepared to take care of the medical expenses for himself and his family.  

Product – A healthcare plan, either fixed benefit or reimbursement, would be a suitable product for Ashish’s need. It should cover him, his wife and daughter.  

· Example III (Goal based savings for wealth creation)

Customer profile – Ram is 29 year old and works for an MNC and has an annual income of Rs. 7 lacs. He just got married last month.    

Need – He plans to buy a house after 10 years and as per his estimates, he will need Rs. 20 lacs at that time.  

Product – A regular premium ULIP with some mortality cover is a suitable product for Ram’s need. In case Ram dies during the term of the policy, the sum assured from his policy will provide financial security to his wife.  

· Example IV (Goal based savings for retirement)

Customer profile – Arun is 32 years old and works for an MNC and has an annual income of Rs. 11 lacs. His wife is a school teacher and his son is three years old.    

Need – Arun wants to retire at the age of 60 and teach slum children. But for this, he has to ensure that he has regular income post retirement.    

Product – A regular premium pension ULIP would be a suitable product. In case Arun dies during the term of the policy, his wife will get the sum assured and she choose from the annuity options then available to receive regular income. 

· Example V (Goal based savings for children’s education)

Customer profile – Raghav is 33 years old and works for a nationalized bank and has an annual income of Rs. 6 lacs. His wife is a home maker and his son is two years old.    

Need – Raghav is well aware of the rising cost of education and knows that he will need a significant amount for his son’s graduation and post graduation. Investing in debt will not help him to generate returns which will match the rapidly rising cost of education. Also he knows that in case of his death, his wife will not be able to fund their son’s education.

Product – A ULIP with high benefits on death is a suitable product for Raghav’s need.  
· Example VI (Investment)

Customer profile – Lokesh is 58 years old and has just retired from his government job.  At retirement, he received a lump sum amount of Rs. 10 lacs.    

Need – As Mr. Lokesh gets a regular pension, he does not need to use the amount he received during retirement. He wants to invest this amount and get good returns.

Product – A single premium investment policy is a suitable product for Lokesh’s need. In case a ULIP is chosen, the policyholder can choose a fund that matches his risk appetite.
· Example VII (Income)

Customer profile – Vivek is 58 years old and just retired from a private company.  At retirement, he received a lump sum amount of Rs. 10 lacs.    

Need – As Vivek will not get pension from his employer, he has to make sure that he gets regular income for rest of his life. He will also have to ensure that his wife gets regular income even after his death.

Product – An immediate annuity with spouse’s contingent annuity is a suitable product for Vivek’s need.

� Applicable for regular/ limited pay plans. Premium range for single premium plans can be taken as 10 times the above amounts.








