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Analysis of APE vs
Actual gross premium (cash basis)

APE Actual gross premium (Cash basis)

APE is a measure used by an insurance | In actual business, not all issued policies
industry to compare life insurance revenue | remain active or in-force for the insurance
by normalising policy premiums into the | company. From time to time, the policy
equivalent of regular annual payments. This | holders may choose to surrender their policies
is particularly used when the sales contain | and stop paying premiums to insurance
both single premium and regular premium | company due to various factors depending on
business. their financial status, interest, or other causes.
Single premium insurance policies require a | It would be ideal if the insurance company can
single lumpsum payment from the policy | receive full payments of premiums from
holder. The regular premium policies are | policies holders over the insured period. That
annualized by taking the premium amount | will be our expected maximum premium
and multiplying it by the frequency of | revenues we would get from the policy
payments in the billing cycle. holders. But in reality, it is not possible to
A common approach taken by insurance | achieve such perfect scenario.

companies is that APE is the sum of total
value of regular or recurring premiums. In
short, APE is an equivalent amount and not
actual gross premiums received annually.
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