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HOUSE Is one of the biggest

ussets that one buys in one's

Ifetime, But an unpre:

dictable natural calamity,

such us the recent floods in

Kerala, can destroy your
prized possession in no time, The
tragedy gets amplified for people who
have taken home loans, Therefore,
Insuring your house against natural as
well us man-made calamities is imper-
atlve.

HOW A HOME INSURANCE POLICY WORKS

A basie home Inaurance policy provides cover
ajalnat calamitios auch as rots, fire, explo
slon, ete, Some inchude burglary and theh,
while others offer these us add-ons, Ope can
bty @ cover agoinat terroriam as well. Broadly,
there are three types of covers in the market
sructure only, structure plus contents, and
contents only. lu the structiee only covee,
land iy not covered, Loush Badal Alllsnz has a
policy. that. covers land tog, Under the src-
ture only pollcy, the cover is caloulated by
multiplying the area of the house with the cost
of construetion in that area. For lnstance, If
the budlt-up aren n an upmarket Mumbnl flat
18 1,000 8q. . the manrket value of the Aot may
e "3 crore, DUt taking the cast of construc-
ton of, say, 4.0000sq. (L., the sum Insured will
come 1o 40 Inkh (4,000 x 1,000)

‘We have a provialon for escalation In sum
Insured wheroby the aum insured & sutomat-
leally increased by 10 per cent in Jong-Lerm
policies on rumplrlmn of every 12 months
rom the date of commencement of the cover.
This will take care of the rise in the cost of
construction due to Inflation,” says Nikhil
Apte, Chief Product Offleer, Royal Hundaram
General
Insiranon

In o contents only poliey. even a tenant con
Insure the belongings. “The valuation of the
‘V:Il"ll;\ i done l{:mli‘ "ffl'!(\x)i(i&h\'i'f\l'?glll-r

R JEL ARyn Suathmisr A, Sale
cul Offices Bajag Az Oneraf o
Il 1{)011 are securing confenis, YOU Can
whso.coxer the Jewellery kepd o lu‘skm hy
declaring s 1o the lnxurer “Household articles
are insured on thelr market value, which
meany depreeiation will apply n the event of
0 Loss” says Apte

The tenure of the policies can range from one
year Lo 20 years, Many insurance companies
provide discounts if you take u longer term pol
ey, A Dasie home MSLnee 18 not very expen:
sive and given the fct that & aatural calanity
oan occur dny Ume and ob gny places, It makes
sens0 Lo purchase home insirance

COVER OPTIONS

Ax most poople these days buy @ house in the
carly stages of thelr earcer, they usunlly fand it
trough & home loan, Therefore, it Is lmpaor:
tant to insure the e of the persan who ks pay-

HOME

Best ways to secure
your house from
natural and other
calamitie

Ik the equatod monthly instalments (EMIs) Term Mams Homé Loan Protectie Pam
Qtherwise, If somelhing were Lo happen Lo
that person, It will be double whammy for the ~ Sumasiured hemaing cotant Keopi reducing In bno with
family « they might also lose the house If they (he kan amount
full 1o pay the EMIx, There are two 1ife nsur UTIEIOY PN T I IO PO R T TR eI
anee options 1o cover the loan aaoun Prosshum payment | Monthly, quarterty, hatf-yearty, | Generally bs  ingle presium policy,
A regular term plan: You can go for a plain options anually, inge promium other options are alio avaliabée
vanilla term plan equivalent 1o the loan vy NI SO R AL BT ALK T Y 5
amount, Term plans are the most costeffee Underwritng Done ca indvidual dais Underwritiag of the group b done
tive os they nre avallable online too. After puy
1t off your loan, If you still have uncovered (I&I\Kﬂm "'om MW“"W
labilities, you can continue the policy. Mate
Over, il youl ute servicing EMIs and {unr no Taxbenefit Fremium pecs deduction Can chaim a4 doduction on the
additional souree of income, take critieal 1) undor Sec X Rome Joan principal repayment done <,
ness and permanent disability riders too wnder Section b Ao

A reducing eover term plan: Whett you Lake &
home loan, your lendes u:n{ suggest buying
home loan Insurance, Wiso

known as the reducing cover
term Insurance policy. “The
majority goes for b group prod
uet sold 1o them by thelr
lenders, Hardly anybody buys
Individual homeo [oan Inaus.
ance,” says Subhasia Ghosh
EVE Kotak Life Insurance
Lenders generally try to sell
home loan Insuranee policles
along with riders sueh aa eritl
el llness, permasent disability
antd EMI paymsent |5 case of Job
Jo4s ax & bundled product with
the loan, “These are usually
offered as o group product
where the h-ms‘rr thouae loan
provider) Is the group polley
holder or master policy holder
wherena Hll':lllk‘ﬂ (DOFrOwers)
are enralbed Into IL" says Sals
rinlvas Dhulipals, Appointed
Actuary at Baja) Alllanz Life
80, In cnse of death of the
Insured, the Insurer seitles the
loan direetly with the bank
while 1 cnse of o Lorm plan, the
money will be given to the nom-
Inee or the legal helr, who can
I\n)- to the bank 1o clear the
oan. For this, the bunk has to
take o declaratlon from the
nsured ot the time of buylng
Lthe policy

PREMIUM PAY OPTIONS

‘Home loan insurance plans
are generally singlepay while
termn plans tend Lo lnvolve reg
ulnr paymenta” says Karthik
Raman, CMO and Head, Prod
ucts & Strutegy, IDBI Federal
Life Insurance

The lender also provides for
finuncing the Insurance pre
mium. [t pays the single pre
mium to the insurer and the
amount |s added Lo the loan
amount and charged to the
cuntomer with (nerensed EMI
Bo, Il you have taken & home
loan of 50 lakh und the lnsur
ance premium (s 50,000, your
loan amount will incroase Lo
50.6 lakh, on which the EMI
will be cadeulnted, In this cade.
you will be paying interesl on
the one-time premivm, How
ever, these policles also have
annual, bakf-yearly and monthly
poaying options

WHEN PAYMENT DIFFERS

1 intereal rate rines and your
loan tenure by increased while
the EMIT remuins unchanged,
you would have bigger outstand:

1y &1 any point of tane 1 com-
pariaon Lo the originnl repay
ment schedule, “There Is no
ehange In Mo cover or premivm
due Lo nn Increass or decrease in
the interest rate, The death ben
efit will be the outstanding loan
Mnount (as mentioned In the
originnd Joan sehedule) on the
date of death * says Dhulipala of
Paja) Alianz Life
However, I case the out

standing loan amount
goed domn due Lo par-
thal prepayment or
lowering of the inter
st rate, the nomil-
e will get the dif
ferentiad o6 cladm, ‘1f
the loun outstand.
lrsg 1 Jower Lhan the
wim assared (due 1o
partial prepuymoent
mide by the palley
holder. actunl interest
belng bower thun that at the
time of takitag the poliey, ole.) the
x0eas amount la dizectly pald to
the nowniree or Sammily of Ue pols
oyhokler” suys AbISE Gulanikar,
Presdend, Busness Strategy, S0
Life Insurance. IDBI Federal
Homesurance Protection Plan
covers the increase In loan

Pollcy
tenure can range
from 1:20 years,
Many insurers give
discounts on
longer term
policies

amount due Lo Increas In inter
ot rautes

In case the loan 1s tranaferred
10 inother bank, e poléey wili
o Lo exisl a8 the insured will
no longer be a part of the
lender's group. Sogue insurens do
provide for surrender value
option In the single premium
option, but the quantum will dif
fer from company Lo company
“Usually, the aurrendor
villue varies from 50 per
cont Lo 70 per cent of
the unamostived pre-
mium.” says Chosh
of Kotak Life Insur
Anee

HOME LOAN
INSURANCE
Home loan Insyr-
ance procucts are
generally more expen
sive than term plans. There
are multiple reasons for 16, Pirst
the underwriting procesas is
quite Hberal. "Hardly 2-5 por
cont caaes go for medicals,
uniike in term policies,” suyy
Ghosh of Kotak Life Insurance
Becond, term plans are avidlabie
online, which brings down the

cost signifionntly, while home
loan Insurance policies are
mostly sold through banks,
which eharge n commission
Howeves, Insurance companies
are of the view that home loan
Insurance could be cheaper in
pome canes ns it Jurgely depends
on the group and the lender
through whom the customer is
buying the covee

Everything bolls down to the
price you nre paying i you are
sure that after you, your family
members ean manage all the
paperwork and sedtle all cladms,
you ean sunply buy o term plan
Lo oover the homme Joun nmount
Nowever, If you think it will be
Alifienls for them to settle the
Claims and you dont mind pay:
Ing extra, you eould opt for
home boan Insarance

“The whole logie of reducing
the term cover was that it
Allould be eheapes thun the eon
atant cover but it is generally
mare exponsive. My view s that
hardly :un{luxly buys insirance
1o cover the increaved Babilities
due to loan. Therefore, an
expensive cover |s better than
no cover at all, says Harsha
Roongta, CEO, Apnapadsa.com.




