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Avoid being over-insured

Dear Mr Tan,

I am insured under a Shield plan, but my
agent says that the coverage is not sufficient.
Should I buy another medical insurance plan
to cover the gaps?

REPLY:

IT is better to have just one medical insur-
ance policy that provides the coverage you
need. If there are gaps, you can pay the bal-
ance out of the pocket. You need insurance
only to cover the big bills; there is no need
to cover every dollar on the bill.

If you buy two insurance policies that cov-
er your medical bills, you are paying the
premium twice; but you do not enjoy the full
coverage from the two policies.

Even though you have paid the full premi-
um for the second policy, you can claim
from the second policy only the portion of
the bill that is not paid by the first policy.

For every $100 premium, the average
claim payout is about $70. If your policy
pays only a part of what is covered (due to
over-insurance), you may end up just claim-
ing $30. It is not advisable to buy a second
insurance.

This scenario about over-insurance applies
to medical insurance policies that allow you
to claim only what you have spent; it does
not apply to life insurance policies that al-
low full claims from several policies.

Look after your Medisave account

MANY people think that the money in their
Medisave account is not theirs. They are de-
lighted when they have the chance to use the
money in their Medisave.

Reminder: Medisave is your money. If you
keep the money in Medisave, you earn inter-
ests at a rate of 4 per cent, and another 1 per
cent on the first $20,000. This rate of return
is very attractive.

Here are my tips:

® Your savings in Medisave earn attractive
returns. The interest rate is higher than those
in banks.

e [fyou can afford it, pay by cash. Keep the
money in your Medisave until it hits the cap.

® You will need the money in your Medis-
ave when you grow old, do not spend it
carelessly.

® Don't buy expensive Shield plans with
your Medisave. Choose an economical plan.
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