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What Is Insurance? 
Insurance is a contract, represented by a policy, in which an individual or entity receives financial protection or reimbursement against losses from an insurance company.
Insurance is a means of protection from financial loss. It is a form of risk management, primarily used to hedge against the risk of a contingent or uncertain loss. 
Meaning of Insurer, Insured, Insurable Interest, Insurance Policy:
An entity which provides insurance is known as an insurer, insurance company, insurance carrier or underwriter. A person or entity who buys insurance is known as an insured or as a policyholder. The insurance transaction involves the insured assuming a guaranteed and known relatively small loss in the form of payment to the insurer in exchange for the insurer's promise to compensate the insured in the event of a covered loss. The loss may or may not be financial, but it must be reducible to financial terms, and usually involves something in which the insured has an insurable interest established by ownership, possession, or pre-existing relationship. 
The insured receives a contract, called the insurance policy, which details the conditions and circumstances under which the insurer will compensate the insured. The amount of money charged by the insurer to the policyholder for the coverage set forth in the insurance policy is called the premium. If the insured experiences a loss which is potentially covered by the insurance policy, the insured submits a claim to the insurer for processing by a claims adjuster. The insurer may hedge its own risk by taking out reinsurance, whereby another insurance company agrees to carry some of the risks, especially if the primary insurer deems the risk too large for it to carry. 
Insurance Policy
Insurance policies are used to hedge against the risk of financial losses, both big and small, that may result from damage to the insured or her property, or from liability for damage or injury caused to a third party.

Insurance Policy Components 
When choosing a policy, it is important to understand how insurance works. 
A firm understanding of these concepts goes a long way in helping you choose the policy that best suits your needs. There are three components (premium, policy limit, and deductible) to most insurance policies that are crucial. 
Premium 
A policy's premium is its price, typically expressed as a monthly cost. The premium is determined by the insurer based on your or your business's risk profile, which may include creditworthiness. 
For example, if you own several expensive automobiles and have a history of reckless driving, you will likely pay more for an auto policy than someone with a single mid-range sedan and a perfect driving record. However, different insurers may charge different premiums for similar policies. So finding the price that is right for you requires some legwork. 
Policy Limit 
The policy limit is the maximum amount an insurer will pay under a policy for a covered loss. Maximums may be set per period (e.g., annual or policy term), per loss or injury, or over the life of the policy, also known as the lifetime maximum.  
Typically, higher limits carry higher premiums. For a general life insurance policy, the maximum amount the insurer will pay is referred to as the face value, which is the amount paid to a beneficiary upon the death of the insured. 
Deductible 
The deductible is a specific amount the policy-holder must pay out-of-pocket before the insurer pays a claim. Deductibles serve as deterrents to large volumes of small and insignificant claims.  
Deductibles can apply per-policy or per-claim depending on the insurer and the type of policy. Policies with very high deductibles are typically less expensive because the high out-of-pocket expense generally results in fewer small claims. 

Key Takeaways
· Insurance is a contract (policy) in which an insurer indemnifies another against losses from specific contingencies and/or perils. 
· There many types of insurance policies. Life, health, homeowners, and auto are the most common forms of insurance.
· The core components that make up most insurance policies are the deductible, policy limit, and premium.

Types/Kinds of Insurance:

Broadly, there are two types of insurance, namely:
· Life Insurance
· Non-Lifeinsurance/General Insurance
What is Life Insurance
Life insurance is a contract that offers financial compensation in case of death or disability. Some life insurance policies even offer financial compensation after retirement or a certain period of time. Life insurance, thus, helps you secure your family’s financial security even in your absence. You either make a lump-sum payment while purchasing a life insurance policy or make periodic payments to the insurer. These are known as premiums. In exchange, your insurer promises to pay an assured sum to your family in the event of death, disability or at a set time.
Life insurance can help you support your family even after retirement. Depending on what it covers, Life insurance can be classified into various types:
		Term Insurance
	- It is the most basic type of insurance.
- It covers you for a specific period.
- Your family gets a lump-sum amount in the case of your death.
- If, however, you survive the term, no money will be paid to you or your family.

	
	

	Whole Life Insurance
	- It covers you for a lifetime.
- Your family receives a certain sum of money after your death.
- They will also be entitled to a bonus that often accrues on such amount.

	Endowment Policy
	- Like a term policy, it is also valid for a certain period.
- A lump-sum amount will be paid to your family in the event of your death.
- Unlike a term plan, you get the maturity proceeds after the term period.

	Money-back Policy
	- A certain percentage of the sum assured will be paid to you periodically throughout the term as survival benefit.
- After the expiry of the term, you get the balance amount as maturity proceeds.
- Your family gets the entire sum assured in case of death during the policy period. This is regardless of the survival benefit payments made.

	Unit-linked Insurance Plans (ULIPs)
	- Such products double up as investment tools.
- A part of your premium goes towards your insurance cover.
- The remaining amount is invested in Debt and Equity.
- A lump-sum amount will be paid to your family in the event of your death.

	Child Plan
	- This ensures your child’s financial security.
- In the event of your death, your child gets a lump-sum amount.
- The insurer pays the premium amounts after your death.
- Your child will continue to get a certain sum of money at specific intervals.

	Pension Plans
	- This helps build your retirement fund.
- You can get a regular pension amount after retirement.
- In the case of your death, your family can claim the sum assured.





Tax Benefits
· Life insurance not only ensures the well-being of your family, it also brings tax benefits.
· The amount you pay as premium can be deducted from your total taxable income.
· However, this is subject to a maximum of Rs 1.5 lakh, under Section 80C of the Income Tax Act.
· The premium amount used for tax deduction should not exceed 10% of the sum assured.
Types of Life Insurance Policies
There are primarily seven different types of insurance policies when it comes to life insurance. These are:
· Term Plan - The death benefit from a term plan is only available for a specified period, for instance, 40 years from the date of policy purchase.
· Endowment Plan - Endowment plans are life insurance policies where a portion of your premiums go toward the death benefit, while the remaining is invested by the insurance provider. Maturity benefits, death benefit and periodic bonuses are some types of assistance from endowment policies.
· Unit Linked Insurance Plans or ULIPs - Similar to endowment plans, a part of your insurance premiums go toward mutual fund investments, while the remaining goes toward the death benefit.
· Whole Life Insurance - As the name suggests, such policies offer life cover for the whole life of an individual, instead of a specified term. Some insurers may restrict the whole life insurance tenure to 100 years.
· Child’s Plan - Investment cum insurance policy, which provides financial aid for your children throughout their lives. The death benefit is available as a lump-sum payment after the death of parents.
· Money-Back - Such policies pay a certain percentage of the plan’s sum assured after regular intervals. This is known as survival benefit.
· Retirement Plan - Also known as pension plans, these policies are a fusion of investment and insurance. A portion of the premiums goes toward creating a retirement corpus for the policyholder. This is available as a lump-sum or monthly payment after the policyholder retires.
Benefits of Life Insurance
If you possess a life insurance plan, you can enjoy the following advantages from the policy.
· Tax Benefits - If you pay life insurance premiums, you are eligible for tax benefits in India, under Section 80(C) and 10(10D) of the Income Tax Act. Thus, you can save a substantial sum of money as taxes by opting for a life insurance plan.
· Encourages Saving Habit - Since you need to pay policy premiums, buying such an insurance policy promotes the habit of saving money.
· Secures Family’s Financial Future - The policy ensures your family’s financial independence is maintained even after your demise.
· Helps Plan Your Retirement - Certain life insurance policies also act as investment options. For instance, pension plans offer a lump-sum payout as soon as you retire, helping you to fund your retirement.
Now that you know all about life insurance policies read on to understand the various facets of other general insurance policies.


What is General Insurance?
A general insurance is a contract that offers financial compensation on any loss other than death. It insures everything apart from life. A general insurance compensates you for financial loss due to liabilities related to your house, car, bike, health, travel, etc. The insurance company promises to pay you a sum assured to cover damages to your vehicle, medical treatments to cure health problems, losses due to theft or fire, or even financial problems during travel.
What are the types of General Insurance/ Non-Lifeinsurance available? / What all can be insured?
You can get almost anything and everything insured. But there are five key types available:
1. Health Insurance
2. Motor Insurance
3. Travel Insurance
4. Home Insurance
5. Fire Insurance
Health Insurance
This type of general insurance covers the cost of medical care. It pays for or reimburses the amount you pay towards the treatment of any injury or illness.
It usually covers:
· Hospitalisation
· The treatment of critical illnesses
· Medical bills prior to or post hospitalisation
· Day care procedures like Cataract operations
You can also opt for add-on benefits like:
· Maternity cover: Your health insurance covers you for the costs related to childbirth. This includes pre-delivery check-ups, hospitalisation during delivery, and post-natal care.
· Pre-existing diseases cover: Your health insurance takes care of the treatment of diseases you may have before buying the health insurance policy.
· Accident cover: Your health insurance can pay for the medical treatment of injuries caused due to accidents and mishaps.
Your health insurance can also help you save tax. Your premium payment can reduce your taxable income.
Motor Insurance
Motor insurance is for your car or bike what health insurance is for your health.
It is a general insurance cover that offers financial protection to your vehicles from loss due to accidents, damage, theft, fire or natural calamities
You can also get motor insurance for your commercial vehicles.
In India, you cannot drive or ride without motor insurance.
Let’s look at the two key types:
1. Car Insurance
It’s precious—your car. You paid lakhs of rupees to buy that beauty. Even a single scratch can be painful, forget about bigger damages.
Car insurance can reduce this pain for a few thousand rupees.
2. Two-wheeler Insurance
This is your bike’s guardian angel. It’s similar to Car insurance.
You cannot ride a bike or scooter in India without insurance.
Home Insurance
Home insurance is a cover that pays or compensates you for damage to your home due to natural calamities, man-made disasters or other threats.
It covers liabilities due to fire, burglary, theft, flood, earthquakes, and sabotage. It not only offers financial protection to your home, but also takes care of the valuables inside the property.
Fire Insurance
Fire insurance pays or compensates for the damages caused to your property or goods due to fire.
It covers the replacement, reconstruction or repair expenses of the insured property as well as the surrounding structures.
It also covers the damages caused to a third-party property due to fire.
In addition to these, it takes care of the expenses of those whose livelihood has been affected due to fire.
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