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Insurancecompaniesare
increasinglyofferingsecured
loanstopolicyholdersusingtheir
insurancepoliciesascollateral.
Accordingtomediareports, the
loanoutstandinginthissegment
stoodat~1.35trillionattheendof
2024-25.LifeInsuranceCorpor-
ation(LIC) is thelargestplayer in
thissegment.Manyprivate
insurershaverecordedover25
percentyear-on-yeargrowthon
theirsmallerbase.

Meet liquidityneeds
Aloanagainst insurancepolicy
allowscustomers tomeet their
temporaryfundingrequire-
ments. “Meanwhile, the life
insurancepolicycontinues to
securetheborrower’sfinancial
futurebyprovidingprotection,”
saysRajeevChugh,chief
financialofficer,Generali
CentralLife Insurance.
Borrowerswithzeroorpoor

credithistorymayoptforit.
“Thosewhofinditdifficultto

accesscreditduetotheirpoor
creditprofileorsomeother
reasonfindthisproductuseful,”
saysSantoshAgarwal,chief
executiveofficer(CEO),
Paisabazaar.Loanagainstpolicy
ischeaper thanunsecuredcredit,
likeapersonal loan.Chughhigh-
lights that repaymentof interest
andprincipal isflexible.Bor-
rowerscanusearegularEMI
structure,oronlypay interestat
regular intervalsandrepaythe
principalat theendof thetenure.
“Borrowersdonotneedto

breakafixeddeposit (FD)orsur-
renderapolicy.Theyalsodonot
havetocomeupwithadditional
collateral.Theyonlytakea loan
againstwhat theyalreadyhave,”
saysAdhilShetty,CEO,BankBa-
zaar.com.Disbursement isquick
sincenofreshassessmentofcol-
lateral is required.

Defaultcancause
lossofcoverage
Notall insurancepoliciesqualify
for this loan.“Borrowerscannot
geta loanagainstunit-linked

insuranceplansandterm
plans,”saysShetty.
Defaulthassevereconse-

quences.“If theborrower
defaults,unpaidloanand
accumulatedinterestare
adjustedagainst thepolicy’ssur-
renderormaturityvalue,reduc-
ingthepayouttothepolicyholder
ornominee,”saysAgarwal.
“Oncethesurrendervalueof

thereducedpaid-uplife insur-
ancepolicygoesbelowthe loan
amountandaccumulated
unpaid interest, thepolicygets
foreclosed,”saysChugh.This
results in lossofcoverageand
policybenefits.

Compareterms
Borrowersmustconfirm
whether theirpolicy iseligible for
this loan.“Check if thepolicy’s
accumulatedsurrendervalue is
meaningful,” saysVishal
Dhawan, founderandCEO,Plan
AheadWealthAdvisors.Repay-

ment termsmustmatchthebor-
rower’scashflows.Dhawan
advisescomparingthe loan-to-
valueratio (LTV), interest rate,
processingfees,administrative
charges,andforeclosure termsof
various lenders.

Avoidoverleverage
Borrowersshouldavoidtaking
themaximumloanamountthey
areeligible for if it isnotneeded.
“Doingsoraises interestcosts
andmayencourageunnecessary
spending.Usethese loansto
meetemergencyneeds,andnot
to fundholidaysor luxurypur-
chases,” saysDhawan.
Borrowersmustevaluate

their repaymentcapability.
“Thosewhoarenotsureabout
their repaymentcapacityshould
consider liquidatingthepolicy
insteadof takinga loan,”says
Shetty.Premiumpaymentsmust
continueduringthe loantenure,
so that thepolicydoesnot lapse.
Loanrepaymentshouldnotbe
delayedas it increases the inter-
estburden.
Borrowersmustnot takethis

loanwithoutevaluatingalter-
nativessuchasgold loansand
loansagainstFDs.“Ifyouhave
goldorFDsthatcanbeofferedas
collateral, checkwhichoptionis
thecheapest,” saysShetty.Agar-
walpointsout thata topuploan
canbeagoodchoice forexisting
homeloanborrowers.
Dhawanaddsthata loan

againstFDisusuallypriced just
onetotwopercentagepoints
abovetheFDrate,andhence
maybecheaper thana loan
against insurancepolicy.This
loanisofferedasanoverdraft
facility, so interestonlyhas tobe
paidonthedrawnamount.

your
money

Loanagainst insurancepoLicy

Central banks arediversifying
reserves fromdollar-denom-
inated assets into bullion. They
are on track tobuy 1,000 tonnes
of gold this year.Despite
headwinds froma still-resilient
USdollar, equitymarkets, and
interest- rate cycles, goldhas
continues to shine. The reason
lies inwhat theDSPNetra
Report (September 2025) calls

the “GoldPut”—a termwhich
refers to the consistent, less
price-sensitive buyingof goldby
central banksworldwide.Unlike
retail investorswhobuygoldon
dips or speculative traderswho
chasemomentum.

What itmeans for investors
DSP’s analysis of returndistrib-
utions since 1973 shows that gold

has apositive skew (occasional
outsized gainsduring crises),
while equities like S&P 500have
anegative skew (vulnerable to
sharpdrawdowns). Amulti-asset
portfolio blending equities and
goldproduces a smoother,more
resilient returnprofile.

Don’t try to timegold
Just like SIP investors can’t

reliably timemarket tops or
bottoms, timing goldpurchases
aroundgeopolitical crises is
difficult. TheGoldPut implies
that steady, long-termaccum-
ulationmaybewiser than
speculative trading.

Thinkbeyond jewellery
While Indian households
love physical gold, investors
should also consider gold ETFs,
sovereign gold bonds, and
select goldmining equities.

Compare loan terms
against FD, gold, and
topup loan options

Readfull reporthere:mybs.in/2eq5tl7 Compiled by Sunianaa Chadha
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Should you buy gold as central banks do?
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Key features of
these loans
Loan to value ratio:
80–85% of surrender value
Interest rate:
8.5–10.5%
Eligible policies:
Moneyback and endowment
Repayment terms:
EMI; or interest only, principal
repaid at end of tenure

Pharmastocks slide as
USheadwindshurt
Tanmay Tiwary
NewDelhi, 15 September

Concerns over weakening demand for Indian phar-
maceutical (pharma) drugs in theUS—their largest
export market — have weighed heavily on investor
sentiment thisyear.
WhiletheNifty50hasgained6.02percentyear-to

- date (as on September 15), the Nifty Pharma index
has declined 5.18 per cent,National StockExchange
datashows.
Severalpharmastockshavetakensteephits:Natco

Pharmaplunged38.48percent, IpcaLaboratoriesfell
22.6 per cent, Aurobindo Pharma dropped 17.57 per
cent,andSunPharmaceuticalIndustriesdeclined15.1
percent.OtherlaggardsincludeLupin(down13.18per
cent)andDrReddy’sLaboratories(down6.3percent).
Althoughthelong-termoutlookforIndianpharma

remainspositive, analysts expect recovery tobe slow
anduneven.UntilthereisclarityaroundUSregulatory
hurdles and persistent pricing pressures, experts
adviseacautious, selectiveapproachto investing.
According toChokkalingamG, founder andhead

of research at Equinomics Research, the sector’s
underperformance stems mainly from two factors:
export realisations fromtheUScomingunder severe
pressure,andthepotentialtariffthreatfromtheUSon
Indianpharmaproducts.
“Whilethe200percenttariffhintedatbyUSPresi-

dent Donald Trump is unlikely to materialise fully,
pricingpressureonIndianpharmaproductsintheUS
isalmostcertain,”hecautioned.
On topof that, slowinggrowth inUSgenerics and

intensifyingregulatoryscrutinyhavealsoweighedon
the sector. Sun Pharma’s Halol and Mohali plants
remain under US Food and Drug Administration
observations,whileLupinandCiplafacestiffcompeti-
tion inkeyrespiratoryandchroniccaredrugs.Mean-
while, thepaceof abbreviatednewdrugapplications
hasslowed,reflectingincreasingselectivitybyIndian
drugmakersamidtighteningmargins.
Amid global headwinds, domestic demand has

becomethesector’sanchor.
According to aNomura report, the India pharma

marketgrew8.7percentyear-on-yearinAugust—the
bestmonthlyperformanceinsevenmonths—driven
by stronggrowth in respiratory, cardiac, andantidia-
betic therapies. Pricing contributed 5.6 per cent to
growth,whileproductlaunchesaddedanother2.4per
cent. Companies like SunPharma andTorrent have
capitalised on this trend, delivering double-digit
domestic growth of 13.7 per cent and 13.5 per cent,
respectively,outpacingmarketaverages lastmonth.
“Thedomesticpartofthesectorisexpectedtoout-

performexports,”saidNarendraSolanki,headoffun-
damental research at Anand Rathi. “Chronic

segments likerespiratory,cardiac,andoncologycon-
tinue to show healthy demand, supporting overall
growth,”headded.
Against this backdrop, analysts urge investors to

treadcarefully,evenasmanypharmastocksnowtrade
belowtheirfive-yearvaluationaverages.
“Theredoesn’tseemtobeasector-widetriggerfor

a reboundyet, somoveswill likely remain stock-spe-
cificwith some technical bounces,” saidRavi Singh,
senior vice-president of retail research at Religare
Broking.
The sector, he added, hasn’t evenplayed its usual

defensiverolethisyear.“Whilevaluationsareturning
more reasonable, selective exposure is still a better
strategy than broad-based bets.” Companies with
strongdomesticportfoliosornicheproduct launches
havehelduprelativelybetter.
“Glenmarkhasstoodoutwithstrongmomentum,

while Zydus, Torrent, and Abbott India look better
placed.Therestmaytakelongertorecoveruntilhead-
winds like pricing and regulatory overhang ease,”
Singhsaid.
Nuvama Institutional Equities notes that the

renewedpush for theBioSecureAct in theUS, aimed
atreducingrelianceonChinesebiotechsupplychains,
couldfavourIndianCDMOplayers likeDivi’sLabora-
tories,NeulandLabs,andJubilantPharmova.

Nifty Pharma down 5% this year, as against 6% gains inNifty 50
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