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How Much Is Too Much?
Rethinking Our Health Insurance Costs.

How Much Is Too Much? Rethinking Our Health Insurance Costs

Description

| got a shock upon receiving my bill for my Integrated Shield plan (IP) last year. Even though 1&??m still
in my 30s, it came up to almost S$2,000.

Bill Summary
Amount to be deducted from $440.00
CPF Medisave Account

Balance to be Paid:

- Amount to be deducted $622.40
from credit card/GIRO
Renewal date 1 Aug 2020

Please maintain sufficient funds in your Medisave
account

My private IP + rider bill in 2020 vs. 2024.

Amount to be de

CPF Medisave A
Please maintain
Medisave AccoL

Amount to be d€
from credit card,

Renewal date

My IP premiums had been rising faster than | had anticipated. | could not imagine what ita??ll be like if |
have to continue paying at this increasing rate for the next few decades just to maintain my coverage.

Upon consulting my insurance agent, she advised me to retain my plan as it was since it gave the
a??highest coveragea?e and came with a 4??20% no-claims discounta?e.

In fact, if it wasna??t for the 20% discount, my bill would have been over S$2,300. So that got me
thinking &?? am | keeping this plan just for the savings, rather than checking if the coverage really suits
my needs and budget?
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As someone in the sandwiched generation, my husband and | often feel the weight of raising two young
kids and supporting our elderly parents. Our budget has to be split for the entire household 4?? with our
children and parents too a?? and this isna??t easy when wea??re the ones paying for everyonea??s
multiple insurance plans. While we had previously bought private coverage for the whole family for an
added peace of mind, we also needed to be practical: what is deemed a need vs a want, especially
with healthcare costs rising?

How much protection is too much?

We start by looking at what we already have as Singaporeans/PRs:

e MediShield Life: designed to cover 9 in 10 subsidised bills, with deductibles and co-insurance
payable by MediSave
e CareShield Life/ElderShield: provide long-term care payouts if we develop severe disability.

If we want additional coverage:

¢ Integrated Shield Plans-(IP)-a?7?covers even larger hospital bills, especially if we opt for treatment
at private hospitals
¢ Rider 4?7 reduces potential out-of-pocket expenses'such as deductibles and co-insurance

| found myself weighing the options. On one hand, public hospitals'with Class B2 or C wards already
come with government subsidies, and the bills can be covered by MediShield Life, with premiums
payable by MediSave a?? so maybe paying extra for an IP isna??t essential.

Furthermore, premiums for private coverage could climb dramatically as we age. Given that our private
medical insurance premiums could be up to 5 times of our MediShield Life premiums when we hit our
70s or 80s, could we realistically keep up with the costs then, especially if wea??re no longer working?

| also worry about passing these expenses on to our children 4?7 the last thing we want is to burden
them with our high insurance or medical bills.

Back in our early 20s when my husband and | signed up (separately) for maximum coverage, we
didn&??t think that far ahead about how premiums would rise as we got older. We both assumed the
costs would stay roughly the same, and | didna??t realise how my future responsibilities 4?7 from
raising kids to supporting elderly parents 4?? would add on to my total budget.

When | spoke with my friends, | realised that | was not the only one; most of us tend to buy private
hospital IPs and riders when wea??re young. It is only natural that we want to get the highest coverage
possible for ourselves while we are still young and healthy, to be prepared just in case something
unexpected happens. And in our 20s, the cash outlay isna??t high so it is no wonder we hardly feel the
strain on our budget.

But as we got older, we watched our premiums rise and the out-of-pocket cash portion get bigger.
Thata??s how we went from not feeling it in our 20s, to struggling to pay more now. This is especially
when wea??re just 2 persons paying for the combined costs of coverage for 7 people in our household
i.e. for 2 adults, 3 elderly and 2 young kids.
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That was when we realised, just because we signed up for the highest plan doesna??t mean we have
to stick with it forever.

Seeing our premiums rise sharply over the years made me realise that continuing to pay the same rates
(simply because we had already invested in the plan) didna??t make sense. Thata??s a sunk cost
fallacy.

Which was why with the latest significant increase, my husband and | decided to downgrade
our private hospital IP plan to a Class A IP plan 4?? one that we felt was a more practical
choice for long-term affordability.

When | saw that the government had launched the Health Insurance Planner 4?2 an online tool
designed to (i) help Singaporeans compare health insurance premiums and plans across different
providers, and (ii) better understand the long-term MediSave and cash expenses necessary to support
their coverage a?? | thought if only the planner existed when we were reviewing our plans manually! It
would have saved us so mugh time.

Prior to making the decision to downgrade, the lack of clarity when it comes to future premiums and its
impact on our future expenses was not something that was easy to figure out. It took multiple meetings
with multiple agents from different insurers for us to gather/quotes-and compare our options. This
process dragged on for several months before we finally had enough information to decide.

In contrast, we arrived at this clarity within minutes on the Health Insurance Planner.

After trying the planner, it confirmed our decision to downgrade our IP was indeed sound. Herea??s
what it showed me.

My results from the Health Insurance Planner (HIP)

| was prompted to provide 4 data points:

Name of my IP and rider

Number of years left to pay my CareShield Life (or ElderShield) premiums

My monthly income and additional income (such as bonus) before CPF deduction

Number of years | plan to continue supporting my dependants with their healthcare policies

From there, it then showed me the estimated premium projections 1&?7?Il be paying over time:
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My projections from the Health Insurance Planner
with MediShield Life only

Projection to age 60 of cumulative )
savings and expenses

You must view all projections to proceed.

Projection 1: With MediShield Life Projection 2: With Integrated Shield
only Plan (includes MediShield Life)

@ Projected MediSave Projected MediSave
savings expenses
See breakdown See breakdown

[ﬂ} With MediShield Life only, your projected MediSav
savings are sufficient for your premiums and
healthcare expenses.
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Projection to age 60 of cumulative Mec
savings and expenses

You must view all projections to proceed.

Projection 1 \d%r Projection 2: With Integrated Shield
only Wat Plan (includes MediShield Life)

Projection 2: With Integrated Shield Plan (includes MediShield Life)

Medisave T 000
savings $423,00C

Expenses i $1<2000
@® Projected MediSave @ Projected MediSave
savings expenses
See breakdown See breakdown
Projected cash expenses
See breakdown

ﬂ With an Integrated Shield Plan, your total premiums
will increase by $35,000, with $22,000 paid out-of-
pocket in cash.

You can use MediSave to pay your Integrated Shield
Plan premiums only up to an additional withdrawal
limit. Consider if you have sufficient income and cash

L e e —
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iShield Life Projection 2: With Integrated Shield

au / l. |/|/ Plan (includes MediShield Life)

Projection 1:
only

(S

Projection to age 60 of cumulative Me:

savings and expenses

You must view all projections to proceed.

al

FMary

Projection 3: With Integrated Shield Plan (includes MediShield Life
and rider

MediSave | -
S T -
Expenses -,”Jfl $183.000

@ Projected MediSave @ Projected MediSave
savings expenses
See breakdown See breakdown

o Projected cash expenses
See breakdown

@ With a rider, your out-of-pocket cash expenses will
further increase by $41,000.

Consider if you have sufficient income and cash
savings for your out-of-pocket cash expenses.

About half of patients with IP and rider protection end
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Based on the plannera??s current projections, it estimates that by the time 14??m 60, 1&a?7?Il have to pay
at least $11,200 in cash every year for healthcare insurance:

Your premium projections

Private Medical

MSHL Premiums Private M
Age MediSave) Insurance Insurance
( (MediSave)
34 $429.00 $171.14 S-
40 S700 $500 S-
50 $1,500 $600 51,000
60 $3,900 S600 54,900

Your projections up to age 60

With MediShield Life only, your projected MediSave savings are sufficient for your
expenses.

With an Integrated Shield Plan, your total premiums will increase by $35,000, with ¢

With a rider, your out-of-pocket cash expenses will further increase by $41,000.

Considering that 14??m targeting $5,000 in monthly expenses during retirement, that means almost
20% of my budget would go towards insurance alone!

To be honest, that hardly feels sustainable 4?7 especially when the Monetary Authority of
Singaporea??s basic financial guide recommends spending no more than 15% of your income on
insurance protection. The planner also highlighted that rider premiums will become increasingly costly
as | get older, making it harder to continue financing them comfortably.

Using the planner, | was also able to compare my coverage with other Integrated Shield Plans (IPs),
and even see how the projected premiums of my current and alternative plans stack up. The tool made
it easy to see our coverage clearly, and reassured me that switching to a Class A plan would still
provide sufficient protection while keeping our costs (today and in the future) more manageable.
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Compatison of your coverage and other
Integrated Shield Plans

Your current plan Highest ward class entitled

_ Class A ward Public hospitals|

Compare with plans that entitles you to
Q Class BY/C ward [public hospital

Up to 6-8 beds per room; government subsidies up to 80%

O Class B ward public hospital)

Up to 4 beds per room; attached oathroom and tolet
television; semi-automated electric bed: choice of doctor
and meals,

o Class Award public hospital

Single room; attachea bathroom and toilet with tofletries;
television; telephone; fully automated electric bea; choice
of doctor and meals; sleeper unit for accompanying adult
higher premium required

C Private hospital

Up to 4 beds per room; television; toiletries; choice of doctor
and meals; higher premium required.
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As the tool also generates projections of up to 30 years or age 90 (whichever comes first) 4?? rounded
to the nearest age decade &?7? | was able to get a clearer view of how my costs could evolve over time.
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See how your annual medical insurance
premiums increase with age

Project medical insurance premiums with rider

Projection of annual medical insurance premiums

Annual premiums ($000)
O’@fau/ [ W

Alqr
5 7 -~ Mar
10 é k

/4
=
4 40 50 60

At Age

@ MediShield Life premiums Integrated Shield Plan
premiums paid with
MediSave
Integrated Shield Plan #) Rider premiums paid out-
premiums paid out-of- of-pocket in cash

pocket in cash

|:|';|] By age 60, your private coverage and rider
premiums may be around 29 times your current

premium:
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Looking at these projections, therea??s a good chance | might even consider dropping my rider in the
future should it become too difficult for us to maintain the extra coverage.

So if your recent IP premiums have also prompted you to think about your coverage and budget moving
forward, then it might be a good time to try out the planner for yourself.

And for those of you who are considering whether to switch insurers, you can now compare your IP
options on the planner and see how the projected premiums of your current vs. alternative IPs stack up.

Then, if you need to, you can download a PDF copy of your report 4?? with personalised projections
and IP comparisons 4?7 and use it to discuss with your insurance agent to help you make a more
informed decision.

Download your personalised report

Everything you have viewed Inthis planner his been saved na conveniént pdt reparRememnber to
review your health insurance requlary.

Download report

Get advice on your eport

You may lose coverage or pre-exising conaitions orpay higher premiums fyou Switch insurers,
Speak 1o your financial aavisor before making your dcision.

| Download checklist

IPDF 0009 B
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As a suggestion, you can use the results of your Health Insurance Planner to help you figure out
guestions such as:

e Are we over-insuring ourselves for situations that MediShield Life already covers?
e At what point do the premiums stop being worth the trade-off against other financial goals?

Having an answer to these might give you the confidence to see and decide how health insurance fits
into your overall budget.

Healthcare planning is not simply about going for the highest or most expensive plan. It is important that
we continue to review it as our needs and financial responsibilities change over time, especially for the
sandwiched generation like us who are paying multiple IP premiums at the same time.

Make it a habit to regularly review your IP and rider coverage with your advisor every few years, since
premiums will rise and your care preferences may change as you age.

Try out the tool out for yeurself, here to see what it reveals to you about your own situation!

Final thoughts

Since la??ve just downgraded my private hospital plan earlier this year, | probably wona??t make
another change anytime soon.

However, using the Health Insurance Planner helps me to better visualise how rising premiums could
impact us over a lifetime, and shows that maintaining our current coverage may not fit my budget once |
scale down work.

It also forced me to think through the harder questions: do | mainly intend to use public healthcare,
where MediShield Life already covers subsidised bills, or do | really need the extra insurance? Could
that money be better used for other family needs or for retirement?

In my case, the planner made the impact of our premiums much easier to visualise, and it helped me
have a more constructive discussion with my husband about how much coverage we actually need a??
rather than just assuming more is always better. In the past, his mindset was, a??leta??s just keep
paying for peace of mind.a?« But after seeing the plannera??s projections, he has now gained clarity on
how overspending on insurance could leave us with less cash for other priorities a?? like our kidsa??
education, supporting our parents, or even our own retirement needs. As a result, he has become more
open to downgrading or even removing our rider in the future if we can no longer afford to continue
financing it.

At the end of the day, each of us needs to strike a balance between peace of mind and practicality, and
not over-insuring just because it feels a??safera??.

So if youa??re wondering which IP works best for you, it is worth checking out the Health Insurance
Planner to understand what the costs could look like for you over time should you opt to maintain your
current level of coverage.
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Given the recent trends in Singaporea??s health insurance scene, it is becoming increasingly crucial
that we:

¢ Plan for long-term affordability, not just maximum coverage.
e Choose a coverage that we can practically commit to till our 70s or 80s.

Take note that if you choose to stay with your current insurer but downgrade to a lower ward class IP,
there wona??t be any new premium loading or exclusions. If youa??re switching insurers, you may
need to go through new medical underwriting, so get that approved first before you terminate your
existing coverage.

Try out the Health Insurance Planner today, and discover more helpful tools and
resources here.

You can also use Plan Life Ahead, Now! with CPF, a one-stop financial guidance platform that helps
you make informed financial decisions as-you navigate through life. With your PLAN with CPF
dashboard, you can identify your financial prigrities‘and benefit from a more guided approach to
planning, supported by curated resources to help you-plan confidently for every stage of life.

Di sclosure: This article is sponsored by the CPF Board. All opinions and resul
| nportant note: Just because | chose to downgrade my hospital plan does not ne
Category

1. CPF
2. Insurance
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