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Dear Valued Client,
Dr. Michael Ryan, Executive Director for Health
Emergencies Programme of the World Health
Organisation (WHO), spoke recently at the NUS
Medicine Covid-19 webinar (10 September
2020) on the dissimilar performances of
different countries in dealing with the Covid-19
pandemic. He suggested that these disparities
largely stemmed from insufficient preparation,
lack of muscle memory (poignantly on the SARS
outbreak) and varying level of social cohesion.
The last aspect prompted my thoughts on
whether this was by reason of the differences
in the social contract that people have with
their government? Or was it the failure of
some to have the sense of responsibility when
individual is seen as the most important unit
of the society as opposed to the community? I
condensed these as ‘Privileges’.

the hidden ways different people lives, - the
ways that we often refuse to consider but
comfortable in their circumstances and to
also acknowledge that our privileges do not
minimize our personal sufferings or the pain
less legitimate, then we will realize why lives
of others are harder. Reflecting upon these
should enable us to replace the privileged “I”
with “WE and US” - E pluribus unum.
The year-end celebration is clearly going to be
different this year, although boosted by the
good news of Phase-3 and vaccine readiness.
Let us stay united even without being
physically together and remind ourselves on
those less privileged. The Providend family
wishes all our valued clients and their loved
ones a Merry Christmas and a Blessed 2021.

Having privileges allows us not to worry Warmest regards,
about challenging issues that others face and Chief Operating Officer
privileges can make us blind and unempathetic
to the plight of others who do not have them.
Once we start to purposefully understand

Moon Shary
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Demystifying
Universal
Life Policies
Christopher Tan, CEO of Providend

Since 2003, we have been advocating the
use of term insurance instead of whole life
policies. The thinking is pretty straightforward:
the primary purpose of insurance is to replace
income loss due to death, disability and a
medical crisis. And since there will come a time
in our life when we either no longer earn an
income (like when we are retired) or when we
have no more dependents, there is no need for
permanent insurance coverage. There are only
a few situations where permanent insurance
coverage is required. Of the few situations
that we need permanent insurance coverage,
legacy planning and gifting is one of them.
And in recent years, the purchase of Universal
Life Policies (ULP) for the purpose of legacy
planning and gifting has become very popular
amongst the high networth and ultra-high
networth. This is also due to many financial
institutions aggressively pushing them.

What Is A ULP?
There are 2 main types of ULP that are available
in Singapore, Traditional ULP and Variable ULP.
Variable ULP functions more like an investmentlinked policy where the investment funds are

managed by the fund managers appointed by the insurer while Traditional ULP functions like
a whole life plan where the investment funds are managed entirely by the insurer. They can
be sold as a regular premium product but in Singapore, it is usually sold as a single premium
product with premium financing (taking a loan to pay a substantial portion of the premium) to
reduce upfront premium outlay while enjoying the huge insurance cover. So for every $1 of the
premium paid to the insurers to buy an ULP, a portion of it will be used to pay distribution and
other cost and then the rest is invested. In Singapore, these policies are usually denominated
in USD, and come with an annual minimum guaranteed return (crediting rate) that provides life
protection coverage up to age 100 or 125. Due to space constraint, I will only be discussing
Traditional ULP here.
Some Key Features of Traditional ULP
1. Crediting Rate
The crediting rate is the return you get from the investment portion of your ULP. It comprises
of a guaranteed (in Singapore, this is usually around 2%.) and non-guaranteed portion
(depends on insurers’ investment performance). The guaranteed crediting rate for ULP
ensures that the cash value of the ULP will increase by at least 2% over time.
2. Sum Assured = Higher of Death Benefit or Cash Value (CV)
After deducting premium charges (can range from 7-9% of your single premium paid) and
other distribution cost, cash value of ULP normally starts at 70-80% of the single premium
paid. This cash value, after deducting ongoing costs like mortality charges, is expected
to build up over time and may exceed the sum assured if the investment returns for the
plan’s underlying funds are very good.
3. Mortality Charges (Cost of Insurance Charges)
The coverage provided by the ULP is funded by deducting the mortality charges from the
cash value on a periodic basis. The rate of mortality charges usually increases across age
bands at an increasing rate due to higher claim risk at older ages. However, the absolute
amount of mortality charges that will be deducted is dependent on the sum at risk.
Sum At Risk = Sum Assured – Cash Value
As cash value increases over time, the sum at risk decreases. If cash value exceeds the sum
assured, there is no more insurance element (Sum At Risk), hence no further deduction for
mortality charges.

4. Fees and Charges
This includes premium charges, mortality charges, policy fee (admin charge by insurer and
usually for the first 5 years of your policy term and surrender charges (if you surrender early)
5. Risks
This mainly includes investment risk (lower than expected returns), currency risk (as the
policy is usually in USD) and interest rate risks (for those on premium financing and increase
in interest rate makes servicing the loan more costly).

How Are ULPs Being Marketed?
ULPs are usually touted as a good instrument that allows the affluent to free up more cash for
their retirement while still able to leave a significant legacy. So say an affluent individual has
accumulated USD10 m at retirement but wish to set aside USD5 m for legacy upon his demise.
In this case, he can only retain USD5 m for his own retirement spending. However, if he were
to use USD1.3 m to buy a ULP with a sum assured of USD5 m, he can now have USD8.7 m for
his own retirement spending instead. But one can also use the cheaper alternative of a term
insurance to achieve a similar outcome (Table 1).

Table 1: A comparison between a ULP (with and without premium financing) and a term insurance
From table 1, we can see that term plan is still a more cost-effective option when it comes to
legacy planning. However, the key risk of using term insurance is that one may live beyond 100
years old. The main attractions of a ULP is that the coverage goes beyond age 100. In addition,
ULP is eligible for applicants as old as age 80, while most retail term or whole life insurance has
a maximum entry age of around 65 to 75-year-old. Healthier applicant might also be eligible
to buy the policy at a discount due to good health. In addition, you can take a loan to finance
the premium. But for all these advantages, you pay a higher price than term insurance. While
we do not rule out the usefulness of ULP, we don’t think it is the holy grail to legacy planning.
So before you buy your next ULP, do consider if you really want to spend so much. It is always
good to consider other more cost effective options while understanding the trade-offs.
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Curveballs And Rainbows M y Silver Lining of 2020
Samuel Goh, Associate Adviser

When I was growing up, I thought that life was
going to be a straight and linear path. As I
entered adulthood, it’s safe to say that I came
to realize that life is filled with ups and downs,
twists and U-turns, and nasty curveballs that
blindside you on random Saturday mornings
as you are sipping that cup of fragrant
homemade coffee.

prioritizing play more than studying and always
having a laidback attitude towards education.
However, being surrounded by two extremely
responsible and self-motivated colleagues
during my National Service inspired me, and I
decided to do the same for my Physiotherapy
studies during university.

Yet things do not often go according to plan
My first major curveball happened sometime when you want them to. I was a typical product
around a decade ago, when I entered university. of the Singaporean educational system,
I have never been a good student prior to that; proficient at memorizing and regurgitating

but severely lacking in critical thinking and
communication skills. Despite doing well
academically and getting into the coveted
honors program, my practical skills let me
down and I subsequently failed the hospital
placements. Forced to drop out of the honor
program, everything that I had worked for in
the last three years were ruined. Disappointed
in the outcome, I decided to strike out on my
own and pursue my passion for photography.
It has been nine years now since I embarked
on the journey of being a wedding and portrait
photographer, and it has been a challenging
yet rewarding and enriching journey. The
emotional satisfaction of being present at
some of the most private, intimate moments
between a parent and child, witnessing the
different ways families and friend celebrate
love, and the privilege of experiencing the
culture of various countries I visited because of
my work, is comparable to none. At the end of
it, I can provide intangible value to my clients
in the form of tangible photographs. Last but
not least, there is the unbridled satisfaction of
overseeing your own time and the ultimate
direction of your life.

and learning the various aspects of running a
business without the help of a mentor.
One of the more important things I had to
learn on my own was financial literacy. As I
dived deeper and deeper into the world of
personal finance, I slowly came to understand
how simple financial decisions can lead to a
major impact on people’s lives. I also started
to see the benefits of an advisor working to an
individual’s best interest, a well thought out
financial plan tailored to his or her financial
situation and life goals, and having a longterm outlook while investing in the entire
market. More than returns, this can provide
peace of mind and the ability of going about
living life knowing that your financial health is
being taken care of.

All of the above is synonymous with Providend,
a firm that consistently appeared during my
financial literacy journey. I admired its purpose
and from time to time, harbored thoughts
of being part of the Providend family and
providing value and positive impact to families;
an extension of what I am already doing now.
As luck would have it, the second curveball in
the name of Covid-19 swung around earlier
Yet being a solopreneur comes with its own this year and a chain of unexpected events
challenges and teaches you plenty of things. led me to where I am today, writing this
I had to learn to overcome my shortcomings, introduction and being included in this firm. It
such as improving my communication skills is a blessing being able to work with a group
of individuals whom I know share the same
values of placing clients’ interests first, and I
look forward to growing and learning in this
new journey.
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Appointment Of
Dr Peng Chen As
Senior Advisor
To P rovidend
We are pleased to announce the appointment
of Dr Peng Chen as Senior Advisor to Providend
with effect from 1st December 2020.
Dr Peng brings a wealth of experience to his
new role of advising the firm on strategic
corporate matters on top of strengthening
Providend’s investment advisory as well as
capabilities.
Prior to his current role at Providend, Dr Peng
was the founding CEO of Dimensional Fund
Advisors (Asia Ex-Japan) from 2012-2019. He
was responsible for Dimensional’s overall
investment and business activities in the
region, leading Dimensional’s Singapore and
Hong Kong office establishment and its Asian
expansion. Peng was also a member of
Dimensional’s Investment Policy Committee
and chaired the Dimensional global defined
contribution committee.
Before joining Dimensional, Dr Peng
served as President of Morningstar’s global
investment management division, which
consists
of
Morningstar’s
investment
consulting, retirement advice, and investment

management operations in North America,
Europe, Asia, and Australia, with approximately
$190 billion in assets under advisement or
management.

analysis. Awarded
by
the FAJ’s Advisory
Council and Editorial Board, the Graham and
Dodd Scroll Award is given in recognition of
excellence in research and financial writing.

Before that, Dr Peng was President and Chief
Investment Officer at Ibbotson Associates.
He was also an Editorial Board Member of
the Financial Analysts Journal (FAJ) and a
contributing Editor for the Asian Financial
Planning Journal.

In addition, Dr Peng also won the Retirement
Income Industry Association’s 2012 Academic
Thought Leadership Award. He is co-inventor
of two U.S. Patents.

Dr Peng holds a PhD and MS in consumer
economics from Ohio State University. Before
In 2007, Dr Peng was selected to the going to the US to pursue his graduate studies,
Chicago Crain’s Business “40 under 40s”. He Dr Peng grew up in Harbin, China, and holds
was also named to the Investment Advisor list a BS in industrial engineering from the Harbin
of the “25 Most Influential Individuals” Institute of Technology in China.
in 2008 and won the Financial Analysts
Journal’s prestigious Graham and Dodd Scroll With Dr Peng’s extensive background in the
wealth advisory and investment management
Award three times—in 2011, 2007, and 2003.
industry, we believe that it strongly
The Graham and Dodd Awards were complements our excellence-oriented culture
established in 1960 to recognize excellence and we are excited to be working alongside
in financial writing and to honor Benjamin him to elevate our advisory service during
Graham and David L. Dodd for their enduring this especially transformative time and scale
contributions to the field of financial greater heights together.
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Topping Up Your
SRS Account To
Enjoy Tax Relief
Gentle reminder that if wish to claim additional
tax relief, you can top-up your Supplementary
Retirement Scheme (SRS) account. The annual
maximum that you can contribute is S$15,300 for
Singaporeans/PR and S$35,700 for foreigners.
If you wish to contribute, you will have to do
so before 31 December. If you need assistance
on SRS, please feel free to contact your client
adviser today.

Disclaimer
The information and opinions provided above are general in nature and prepared
from data believed to be reliable. No representation, whether express or implied,
is made with respect to the accuracy, completeness or reliability of the information
or opinions offered, and we expressly disclaim liability for errors or omissions in
such information and materials.
Any opinions or views we offer are not necessarily indicative of future or likely
performance of any particular investments. The information provided may contain
projections and other statements regarding future events or future financial performance
of countries, regions or markets. These statements will necessarily only be predictions and
actual events or results may differ. You should make your own assessment of the relevance,
accuracy and adequacy of the information contained in the information provided and
make such independent investigations as you may consider necessary or appropriate.
Any opinion or views offered is made on a general basis and is not to be relied on as
advice. Accordingly, neither we nor any of our associates, directors, connected parties
and/or employees accept any liability whatsoever for any loss, whether direct or indirect,
that may arise from the use of information or opinions provided.
The information and opinions provided are not to be considered as an offer to sell
or a solicitation of an offer to purchase any investments. Please note that investments
are subject to risks, including the possible loss of the principal amount invested. Past
performance of any investments is not indicative of its future performance.

See You Latte!
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