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| nsurance sector fails to see wish list realised

Habhaj an Si ngh

MALAYSI A" S i nsurance i ndustry had next to nothing in terns of a booster
for next year as none of the sector's wish list nade its way i nto Budget
2002.

The only consol ati on cane in the formof personal tax rate deductions
that may pl ace asi de some cash for potential insurance coverage.

On top of the wish [ist of the industry, which bagged about RMB billion
prem umpaynent | ast year, was the proposal to split the conbi ned persona
tax relief for i nsurance and Enpl oyees Provi dent Fund (EPF) contri buti ons.

At present, a nmaxi mumof RMb, 000 tax relief is given for the conbi ned
Iife insurance prem uns and EPF contri buti ons before bei ng assessed for
personal incone tax.

An openi ng there woul d have acted as an i medi ate i ncentive to the man
inthe street to purchase better |life insurance cover - an area that needs
addressing as Malaysian |life insurance penetrationrateis still at alow
31 per cent.

"This industry does not have the financial clout to press for demands to
be net," said one insurer inresponse tolast Friday's Budget presentation
by Prinme M nister Datuk Seri Dr Mahat hir Mhamad.

Anot her insurer noted that the Governnent had turned its attention to
the non-financial sector, focusing on the stinmulus package to ensure the
snoot h sailing of the country's econony inlight of the sl owdown in the
US, especially after the Septenber 11 attacks.

"The financial sector did not seemto get too much attention this tine
around, " said MCI S | nsurance Bhd chi ef executive L. Meyyappan, who i s al so
t he president of the Life Insurance Associ ation of Mal aysia (Lian.

However, he wel coned the cut in personal income tax as a neans to boost
consumer and busi ness spending, whichis critical for the recovery of the
econony.

"The Ml aysi an econony i s faci ng one of the toughest chal |l enges to date.
It needs all the fiscal and nonetary hel p that the Governnent can provide,
to seeto it that it does not deteriorate any further nor is affected too
drastically by external economic forces," he said.

During the pre-Budget dial ogue, Liam- which acts as an unbrella body
for Malaysian life insurers - had requested an increase to Rvb, 000 from
the current tax rate of RML, 000 for annuity policies purchased through the
EPF and al so the inclusion of all types of annuity plans.

Even though the earlier version of the EPF annuity schenme had been
suspended i ndefinitely, the insurers were still hoping for the proposa
for new annuity progranmes that mght cone into the market.

Insurers noted that the EPF alternati ve of opening a separate account in
pl ace of the suspended annuity schene was not an answer for alifelong
retirement plan.

"The people still need a solid, insurance-backed annuity plan that wll
take care of their "The so-called alternative suggested by the uni ons and
adopted by the EPF is nerely a | ong-termsavings plan and no repl acement
for the earlier annuity scheme," said an i nsurer

Hence, insurance conpani es were | ooking forward to the proposal getting
approval

In the Finance M nistry's Econonmi ¢ Report 2001/2001, it was noted t hat
there was a 185 per cent increase in the life insurance business for the
first half of this year.



Life i nsurers managed to bring i n new busi ness prem uns worth RMB. 46
billion conparedwith RML.22 billioninthe previous correspondi ng peri od.
In the sane period, new suns i nsured grew by 10 per cent to RV66. 15
billion, largely due to the annuity schene.

For the first five nonths before suspension |ast May, the EPF-initiated
schene brought i n new busi ness anounting to RM2.16 billion as agai nst
RML.4 millioninthe third quarter of 2000 when it was first |aunched.

For the general insurance sector, gross direct prem umgrew a noderate
9.3 per cent to RM3.21 billioninthe first half of this year conpared
with RVM2.93 billion in the previous correspondi ng peri od.
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