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Rural Insurance - an opportunity or a risk?



ousehold credit

Figure 2.3. Household Credit/GDP and GDP per Capita,
End-2005
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Sourcas: IME World Econeas Qufeod; CEIC; and IMF staff caleulations basad
on data from courdry authontiss.

Mote: The cincled clwstar of coundries includes Argentina, Brazil, China, Colombia,
India, Indoresia, Peru, Philippines, Romania, Russia, Turksy, and Yerezuela.

Household credit
Household leverage
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Figure 2.10. Household Financial Leverage in

Selected Counfries, 20051
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Household financial leverage

e This indicates a bias towards assets based leverage than leverage on incomes in India.
¢ Rising incomes in India thus indicates towards tremendous opportunities for loans based on 'income potential' on either side (a) asset creation
side and (b) Liablity creation side. Also, fuelling of (a) will in parallel give rise to (b).

Demographic dividend
* India's population is extremely young

* 50% of the population is under the age of 25, while 2/3rd is under the age of 35
¢ Over the next several decades, India's young population will strengthen the workforce
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Education

e Literacy levels are extremely low in India
¢ Education is in high demand
¢ Public education system is broken and private education is extremely expensive

Error creating thumbnail:
/var/www/htdocs/dolcera.com/wiki/includes/limit.sh:
line 101: 2389 Aborted /usr/bin/timeout
$MW_WALL_CLOCK_LIMIT /bin/bash -¢c "$1" 3>&-

or code: 134

Low levels of literacy
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Children in immaculate school uniforms leaving the most basic housing. Buying these uniforms
must put immense strain on the family finances, but education is highly valued. The population
is growing faster than schools can be built to accommodate them, so the schools work on a
shift system.

Personal income
¢ In some areas of knowledge services, salaries in India are coming close to American salaries in Purchase-Power Parity (PPP) terms
* The top end of over 700,000 people out of India's population of over one billion is estimated to have individual liquid wealth of about $1,00,000

Rs 44,13,000) which is likely to go up to $1.1 million by 2009. This represents a cumulative liquid wealth of $203 billion, estimated to go up to
322 billion by 2009. These are the findings of a recent study done by market research firm Synovate.

7 lakh Indians have $100,000 of wealth

January 0F, 2007 0331 157

The top end of over 7 lakh people out of India's

Top Emailed Features population of over one billion is estimated to have
» Mo Warren Bubfet made indmidual liquid wealth of about $1,00,000 (Rs
billigne 44 13 0007 which is likely to go up to $1.71 million by
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700,000 Indians have $100,000 annual income
Ideas

A Pan Asia Pacific Cross Media stisdy by Synovate
across 11 countries in the region highlights the

Loans

Trends
A consumption boom

¢ According to study by Bank of Baroda, India is riding a CAGR growth in excess of 35% for the last 5 years in 'retail loans' category

» Despite this, the penetration of credit products as a % of GDP is still very low

* Reasons could be (a) credit aversion (b) no distinction between good and bad paymasters (c) propensity to save is high due to insecure
healthcare and social security concerns.
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Consumption boom
Expensive weddings
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By Anupreeta Das | Contributor to The Chastian Science Wanitor

NEW DELHI - At a wedding held in a five-star Mew Delhi hatel [ast winter, the groom stepped out of
a two-door BMWY sports car, specially flown in fram Europe for the occasion. Spanish flamenco
dancers, fresh orchids from Thailand, ice sculptures, even second-tier Bollywood stars paid to
mingle - all are just some of the flourishes seen at recent Indian weddings. Forget being
down-to-earth. The latest fad is to stage the whole shebang on pontoons, putting family and friends
an a veritable flatilla of flaunted wealth.

"We receive such unusual requests all the time " says Meher Sarid, a wedding planner in Mew
Delhi. "lt's not unusual anyrmore.”

Indian weddings have always been grand and festive affairs, as
reflected in films like Monsoon Wedding and Bride and Frejudice. But
India's burgeoning middle class - now 300 million strong - are turning
weddings into showcases of their growing disposable incomes and
newfound appetites for the goodies of the global marketplace.

The largesse has spawned an 511 billion wedding industry, growing at
25 percent annually and beginning to rival the LS industry valued at
#50 billion. Top global luxury brands and local entrepreneurs are
learning that the way into the pocketbooks of India's new consumers
i5 through their nuptials.

"Weddings have become the single most wisible expression of a
person's social standing and wealth, an expression that is both
acceptable and expected.” says image consultant Dilip Cherian, who
heads Perfect Relations, a leading Indian PR firm.

BIG DAY: A groom iz trailed by
relatives in Bangalore, India.

DR R L (1) et 1 (] o L

The minimum budget for a wedding ceremany 15 $34 000, say wedding Reporters on
planners, while the upper-middle and rich classes are known to spend the Joh
upweard of 32 million. (The average American wedding costs §26 327 )

This doesn't include cash and waluables given as part of a dowry. T Memiayakes:ths

story behind the story.

Wedding expenses
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. YWedding planners say that the smallest
metropolitan middle class wedding in India these
days, costs upward of Rs 5 lakhs. With the
stakes being =0 high, wouldn't you want to cower
any risk of logs?

That's what Gauri Shah, a 29-year-old BFD
executive who is getting married next month, has
decided to do. She is taking a wedding insurance
to cover all emergencies. "My family will be
spending close to Rs B lakhs an my wedding.
That is a huge expense. My wedding planner
recommended that | take a wedding insurance
cover to hedge myself against any unfortunate
incident. | think it's a great idea,” she says.

Every year, lakhs of peaple spend a fortune at
their wedding. Insurance companies have come
up with innowative products to get a piece of this

pig.

Bajaj Allianz's Wedding Insurance for instance
covers against delays, accidents, food poisoning,
burglary etc. Bajaj Allianz officials tald
MWaoneycontrol that they don't market the policy
aggressively, as many customers are
superstitious. But for those who like to play safe,
the palicy is available through wedding planners,
banquet halls or through the company branches
directly.

Wedding Insurance
Gold lifestyle

¢ Jewellers in India give lose guarantees that upon return of the jewellery, value of the metal in jewellery adjusted for workmanship costs will be
redeemed. This acts as a big incentive for people to invest in jewellery as principal amount is secure. However, there is no formal guarantee
mechanism to ensure the contract.

¢ This can be an opportunity for banks to step in, whereupon the banks can underwrite the value of the jewellery and assure full value upon
jewellery redemption. Banks can extend loans to people to buy jewellery, whereby interest is charged differently for the value of the metal
(lower interest rate) and higher for the loan against workmanship.
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Jewellery Hews

Golden opportunity for Indian weddings
17:26:03 GMT, 03 January, 2006

Indian parents are now being offered special low-rate loans o
cover the cost of buying gold jewellery for their children's
weddings, rediff.com reports,

Gold jewellery remains as popular as ever in Indian wedding
ceremonies but parents are in need of extra support following the
recent surge in gold prices.

With that in mind, five Indian banks have clubbed together to
offer parents special loans,

Fersonal loans in India typically come with an interest rate of
between 12 and 17 per cent, but the new loan - which is meant
specifically for purchasing gold jewellery - offers a rate of just
10.5 per cent,

The gold iterms bought for more lavish Indian ceremonies don't
come cheap,

But cash-strapped parents need no longer hold back, as the loan
raniges from Fs 10,000 up to Rs 200,000,

Those looking to take out 3 loan of over Rs 50,000 must have a
salary credit or an undertaking from an employer and must pay a
service charge of 0.5 per cent.

Cheaper loans for jewellery
Microfinance

Microfinance is a major trend in India

e 1.4 million microfinance groups in India

¢ Over 20 million members for microfinance groups

e According to one estimate, 30 million non-agricultural enterprises and 50 million landless households in India collectively need approximately
$30 billion credit annually

¢ Microfinance is growing in South India, which contrasts with the stagnation in Eastern, Central and North Eastern India

e Downside: Microfinance involves very high transaction costs given the small amounts of money involved for each loan, which necessitates
high transaction costs
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Peer-to-peer banking

¢ Paisa pay from ebay has empowered C2C payments

¢ A similar concept can be used for C2C cash payments.

* Here, a customer can pay cash to a approved vendor who is associated with a mobile telephone network. This vendor, in turn, for a fee, can
credit the payment account of the 3rd party. The 3rd party, can then collect cash from the telephone company or ask the telephone company
to credit his/her bank account.

How does PaisaPay Work?

Buyers pay eBay using credit card or online bank transfer

Tha saller's Paisapay account is credited with the payment once the bank confirms the trangsaction

The buyer and seller see & confirmation of payment in thair My eBay

sBay consolidates all conlirmed PaisaPay transactions and sends a cheque / demand drafl 10 the seller on a regular basis.

* * & &

A hack to to]

PaisaPay: The Fast, Easy & Secure way lo Pay

Fast & Easy

Pay instantly using your cradd card or make an onling bank transfer 1o recere your eBay purchases faster, thus eliminating the hassle and
delays relaled with other payment options ke cheques, demand drats, elc.

Private, Safe, & Secure

+ PaisaPay offers you the highest standards of secunty cumently available on the Web 30 as 10 ensure 1hat your online payment expenence is
private, safe, and secure. All purchases made through PaisaPay are covered under eBay's Purchase Pretection Program upto Rs.50 000/

+ Your Credit Card iformation i safe 2z it 15 protected using 128-bi VenSgn encryplion, the highest safety standard.

+ All the banks supported by eBay for enling payment transfers also offer VeriSign cenified, secure Net-banking emvironment

+ Payments made uzing PaigaPay are covered under eBay’s Standard Purchase Pratechion Program.

# To add to the above, credit cand purchases are generally protected by the respective card company, Lesm more

Ebay India
Kitty parties

e Kitties are being organized as chit funds
¢ People pay EMI's of small amounts, in a group, and then wait for purchase of a consumer product when their chance comes

Kitty for consumption
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Islamic banking

Parsoli

Parzoli has in collaboration with IBF-MNet compiled India's first and only
Islamic Equity Index known as Parsoli IBF-MNet Equity {PIE) index
comprising of 40 exira liguid (& Group) stocks of shariah compliant
companies registered with NSE & BSE, All the companigs in the index are

EX subjected through a screening process to determine the value for Shari'a
compatibility.

Owr index uses Standard& Poor methodology for compilation of the Indesx of
using market values as weights. The PIE index is monitared continuously to
see if the stocks inside confirm to Shari'ah, failing which they are removed
from the Index and new liquid stocks of companies confirming to Shari‘ah
are added. The index allows Islamic investors to get a ready list of Shari'ah
compliant Indian companies through www stockmultipliercom and trade
online as well from the portal. Moreaver the PIE Index also allows to
compare performance of the Sharn'ah compliant stocks wath other Indices
like S&P, CMX, Nifty & BSE sensex. It also allows future lslamic funds
which are going to be based in India to benchmark the performance of their
funds against the PIE index.

Shariat stocks index
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SEYAD SHARIAT FINANCE LIMITED is the first corporate
financial institution functioning as per Islamic Ecanomic System
i Tarilnadu. In lslamic Economic Systern all the forms of
exploitation and injustice are sought to be elminated with |
uncompromising emphasis on  socigr-econemic  justice and
eguitable distribution of wealth. It helps to curb inflation, avoid
industrizl sickness and reduce daficit financing

LIARA — LEASING FINANCE

Under this scheme the company leases congsumer durables, appliances, buginess assels,
machings and tools at agreed remtals payable ewery month. The amownt is collected from
lessees in fixed installments at nomiral rental basis. The ownership nght shall be with the
company till the expiry of the lease period, after which the asset will be transfemed (o the lessee
who enjoys the usage of the fized assals,

Shariat finance
Ideas

Microsavings instruments
e Tie up with telephone firms to create microsaving pre-paid cards
¢ In such cards, 10% of the amount paid will get credited to the payees account as a saving
e Compounding of such savings after several years can yield high returns

Education loans

e Provide loans for primary and high school education, besides college education

Loans for primary and high-school education
Wedding loans

¢ Provide cheap loans by tying up with wedding organizers, caterers etc. The loans get cheaper due to bulk discounts on prices offered by
them.

Streamlining microfinance

L]
Loans based on gold

¢ Already covered under trends
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Insurance

Trends
Aspirational society

e Picture: How many homes have a...
e Text:

No medical coverage

e Picture:
o Text:

Increasing savings rate

e Picture:
e Text:

Ideas
Insurance as a saving vehicle

e Picture:
e Text:

Rural Insurance - an opportunity or a risk?

Afews insurers are also entering into tie-ups with large consumer goods marketing companies that
hawe an established presence in rural regions. For example, insurers have tied up with Hindustan
Lever, a local subsidiary of Unilever, which has set up a rural chain of stores run by women, called
'Shakti’, to sell soaps and consumer products. Anaother example is the [T-based rural initiative of [TC
Ltd., the largest maker of cigarettes in India, which has set up a series of '‘e-chaupals’, or rural
outfits that market farm products through web based applications. [CIC] Prudential has tied up with
the e-choupals to market its life insurance products towvillage households.

Dwue to the above and other initiatives, there is a rapid increase in insurance penetration levels in
rural regions. Figure 3 contains an analysis of the number of policies issued by life insurance
companies inthe rural sector in the last three years, while Figure 4 shows the increase in the
number of lives covered in the social sector over the same period.

Flgure 3: Life Insurance p'}lltléﬁ In rural sector
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Rural Insurance penetration is increasing
* Seasonal premium collection system in line with harvest season, with no lapse of policy in case of seasonal fluctuations (affecting crops) can

be organized
¢ Distribution of agents can be ramped up by tying up with Fertilizer dealers, Tractor dealers etc.

Credit
Trends

Credit card penetration
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Credit card penetration
Increasing savings rate

¢ Savings as percentage of GDP was 29.1% in FY 2004 and 25.9% in FY 2005
¢ With a strong GDP growth, rising salaries, and low social security, savings rate are likely to rise even further

Chart 1

Trends in gross domestic savings rate e
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Savings rate
Increasing purchasing power

Rural demand for credit

e Lack of access to savings mechanisms and credit is one of the biggest challenges for villagers in India.

¢ According to a World Bank study, in Andhra Pradesh, 59% of rural households lack access to deposit accounts and 79% don?t have
borrowing facility from the organised financial sector. Bankers too complain that though the rural potential is huge, they don?t have enough
knowledge about the rural customer.
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Rural India needs $30 billion in credit
Remittances

Western Union Money Transfer provides
reliable, convenient, and fast service to
India.

* There are aver 12,000 Agent locations in India and aver
245 000 Agent locations warldwide.

* A free home delivery option is available.

* Money is available within minutes (subject to the Agent's
hiours of operation).

* Agents are authorized by the RHeserve Bank of India.

India receives $23 billion a year in foreign remittances

Reimbursements to India are growing

¢ India receives $23 billion a year in foreign remittances
COD (???)
Mobile phones

* Mobile phone usage is exploding in India with subscriber numbers growing by several percentage points each month

Cellular Phone Subscribers in
India as on 30th November 2006
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140 million cell phone users in India
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Payments through SMS

home | rmsd

4
Paynfate'

How PayMate Works

Yo can pay vis S5 &t any of Payidanes sooredied merchants

1. Once you have chosen the producks or senices you wish bo purchase (2.9, Books on rediff.com worth
R, 10000, jest choace 'Pay bie Mobds’ or Payiate’ s vour payment opbion

2. The website will sk you bo snber wour mobile number snd once you do that you will inskanthy recsne an SHS 5
Fodows

R foconn veceld B to chamge youl R 1000, To suthadize payfnant reply bo thi S5 by sending PAY ABC <PIN within 3-5
Frén o this transaction wil be berminated

Foply bo the SMS by sending: FAY <alpha code a5 & apoears in the 5MS e, ABC > <Your 4-doit Payilate FIN 2.9,
1234 = i.¢. PAY ABC 1234

J. That's al; within & Few seconds you will receive & cordirmation via SMS saving that veur transsction vas suscesshul or dechned
{if &t all by your bank)

[

Payments made through SMS - Paymate
Ideas

Mobile ATM

¢ Innovative concepts, such as a mobile ATM machine are being tried out at the moment.

State Bank of India/Microsoft experiment for rural ATM was tested with 20,000 villagers in 5 villages
Credit cards linked to US accounts

o Credit cards for family members in India linked to credit rating of Non-Resident Indian family member (in the US or elsewhere)
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Credit cards in India based on international family member's credit rating
COD for online shopping (???)

L]
Retail store cards

L]
Mobile phone credit cards

* Sony's Felica system combines mobile phones with credit card style payment capabilities
* With 140 million cell phones, but less than half as many credit cards, cell phones offer a great possibility for improving credit-card penetration
in India

Tranzit Tickets Electronic Wallet

!

Mobile phone used as credit card
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