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SIMPLYPUT. 

Former Nvidia CEO Jensen
Huang’s trademark black
leather jacket has become
almost as recognisable as the
company he led.

But the sudden resignation
of the chip giant’s celebrated
63-year-old poster boy has
brought an old investment
concern into sharp focus:
key-man risk.

Two colleagues, Arjun and
Meera, discuss what happens
when a company’s fortunes
become closely tied to one
individual.
Arjun: Imagine Nvidia

without Jensen Huang! Well,
we no longer have to imagine
it. Huang has resigned as
CEO and director with
immediate e�ect on
November 12, and Nvidia
shares plunged over 13 per
cent in pre-market trading
before paring losses. The
stock had already been under
pressure since reports
concerning Huang’s personal
conduct raised questions
about corporate governance
and the possible exposure of
sensitive information.
Meera: He is the Steve

Arjun: So succession isn’t
simply about appointing
somebody. Will employees
stay? Will customers retain
confidence? Can the
successor command
authority without invoking
the leader’s name?
Meera: But, losing a

powerful leader isn’t always
bad news for shareholders.
Microsoft’s shares jumped
around 7 per cent when Steve
Ballmer announced his
retirement in 2013. Investors
had grown frustrated with
Microsoft’s
underperformance and
strategic direction under him
which included many

acquisitions but the company
did not get enough value from
them.
Arjun: Interestingly, the

reverse happened with Jamie
Dimon. When he was ousted
from Citigroup in 1998
following di�erences with
mentor Sandy Weill, Citi
shares fell more than 4 per
cent. Investors clearly
recognised his value.
Meera: And look what

followed! Dimon joined Bank
One, eventually took charge
of JPMorgan Chase and
steered it through the 2008
global financial crisis
relatively strongly. JPMorgan
today has roughly twice Citi’s
assets and over 4 times its
market capitalisation.
Arjun: That’s quite a

contrast! But how does an
investor distinguish a
company strengthened by an
exceptional leader from one
dangerously dependent on
that leader?
Meera: By looking beyond

the individual. Are important
decisions distributed? Is the
board genuinely
independent? Can the
company retain its people,
customers and competitive
edge without its founder or

CEO?
Arjun: And the answers

should help investors judge
whether a sharp fall in the
share price is an overreaction
or a warning of deeper
trouble.
Meera: Precisely. If the

business remains
fundamentally strong, the fall
could create an opportunity.
But if losing the leader
threatens growth, innovation
or customer relationships,
the market’s concerns may be
justified.
Arjun: Which brings us

back to Nvidia. Its November
17 earnings report may tell us
about AI demand and profits.
But can the numbers tell us
whether Nvidia will remain a
technology leader without
Huang?
Meera: Not entirely.

That’s the irony. Investors
spend enormous e�ort
forecasting profits five years
ahead, yet sometimes barely
examine who might be
running the company next
year.
Arjun: Perhaps every

founder/CEO premium
deserves a succession
discount somewhere in the
company’s valuation.
Meera: Or at least a

succession question.
Exceptional leaders can
create extraordinary wealth.
But investors must
distinguish between the value
of the individual and the
strength of the institution.
Arjun: For now, let’s get

back to work, or our boss
will...
Meera: ...demonstrate that

no employee is indispensable.

Arjun: The iPod, iPhone
and iPad all came under Jobs.
Tim Cook’s tenure has been
more about scaling that
ecosystem, with successes
such as Apple Watch, AirPods
and Apple silicon. Apple’s
engineering teams, supply
chain and customer loyalty
proved to be institutional
strengths.
Meera: Amazon o�ers

another example. Je� Bezos
handed over the CEO
position to Andy Jassy in 2021
through a planned transition.
Quite di�erent from Nvidia’s
sudden leadership vacuum.
Arjun: But remember

OpenAI in 2023? Its board
fired Sam Altman, and
hundreds of employees
threatened to leave. He
returned within days.
Apparently, controlling the
CEO’s chair doesn’t always
mean controlling the
organisation!
Meera: Uber’s experience

was di�erent. CEO and
Co-founder Travis Kalanick
resigned under board
pressure in 2017, and the
company moved ahead under
Dara Khosrowshahi. There
was considerable adjustment,
though.

Jobs of AI! After 33 years
under Huang, Nvidia has now
appointed CFO Colette Kress
as interim CEO and begun
searching for a permanent
successor. But the bigger
question is how dependent
Nvidia is on him.
Arjun: Surely its chips,

engineers and Compute
Unified Device Architecture
(CUDA) software won’t
disappear with him. Nvidia
isn’t a one-man workshop, is
it?
Meera: True. But Huang

shaped its technology,
strategy and relationships
with governments and major
customers. The co-founder
steered Nvidia’s journey from
a graphics-chip maker to an
AI powerhouse. Replacing a
CEO is easier than replacing
that combination. That’s
key-man risk.
Arjun: So, a company’s

greatest asset could also
become its biggest
vulnerability?
Meera: Sometimes. Think

of Steve Jobs. His health
repeatedly unsettled Apple
investors. When he resigned
in 2011, there were fears that
Apple’s innovation engine
might lose its spark.

AI titan Jensen Huang’s exit puts key man risk in sharp focus
Kumar Shankar Roy
bl. research bureau

Jensen Huang, former
President & CEO, Nvidia REUTERS 
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Bandhan Life launches
iGuarantee ChildAssure

Bandhan Life Insurance has
launched Bandhan Life
iGuarantee ChildAssure, a savings
insurance plan for children. The
plan o�ers guaranteed annual
income, followed by a lump-sum
CareerStart Benefit at the end of
the income period, helping
parents build savings for their
child’s education and career. 

Parents can choose a premium
payment term of eight, 10 or 12
years that suit their financial
position. Eligible age is from birth
to 21 years. The policy comes
with many features such as
future premium waiver and
International Second Medical
Opinion (ISMO) service.

Aditya Sharma (name changed) un-
derwent angioplasty under cash-
less health insurance. His insurer
had approved pre-authorisation of
₹3 lakh a day before admission. Yet
the hospital asked him to pay an ad-
vance as part of its standard admis-
sion procedure.

The advance was adjusted
against the final bill. A portion went
towards expenses not covered by
the insurer, while the balance was
refunded. When Aditya was ready
to leave the hospital, the discharge
process took several hours due to a
delay in the insurer’s approval.

The experience highlights some-
thing many policyholders may not
realise until they are hospitalised:
having cashless health insurance
does not mean they will never have
to arrange money at short notice.

THE HOSPITAL BILL

There are three sides to every hos-
pital bill: what the hospital charges,
what the insurer agrees to pay un-
der the policy and what the patient
eventually has to pay.

These amounts need not be the
same. Treatment costs can vary
between hospitals depending on
the facilities, equipment, medical
team and treatment requirements.
The insurer, meanwhile, assesses
the bill based on the policy terms
and the expenses eligible for
coverage.

A pre-authorisation is an ap-
proval for cashless treatment up to
a specified amount. It does not
mean that every item in the final bill
will be covered. The final settle-
ment depends on the treatment re-
ceived, admissible expenses and ap-
plicable policy conditions.

This can leave patients uncertain
about how much they will eventu-

ally have to pay. For planned pro-
cedures, it helps to ask the hospital
for a cost estimate, understand the
cashless process and check which
expenses may have to be borne out
of pocket. 

Aditya’s experience illustrates
this di�erence. The advance collec-
ted at admission was not the
amount he ultimately had to bear.
Part of it went towards expenses
not covered by insurance, while the
rest was refunded. What a family
pays upfront and what it finally
spends can be two very di�erent
amounts.

THE COVER-COST GAP

The sum insured is an important
part of a health insurance policy,
but it does not guarantee that every
hospital expense will be covered.

Co-payments, deductibles,
room-rent limits, sub-limits, non-
payable items, waiting periods and
exclusions can all a�ect the final
amount payable by the insurer.

Consider a policy with a 10% co-

payment. If eligible medical ex-
penses amount to ₹3 lakh and the
co-payment applies to the entire
amount, the policyholder would
have to bear ₹30,000, apart from
any other applicable expenses.

This is why families need to plan
for more than the sum insured.
Some expenses may not be covered
by insurance, while others may
have to be paid upfront before the

insurer settles the claim.

GAP-AND-BRIDGE

FRAMEWORK

A simple way to plan for these situ-
ations is to explore two funds: a Gap
Fund and a Bridge Fund.

The Gap Fund is for expenses
that the insurer is not expected to
pay. These could include co-pay-
ments, deductibles and other un-
covered costs.

The amount can be estimated by
looking at the policy wording and
the likely cost of treatment. Factor
in the applicable co-payment, de-
ductible and sub-limits. Add likely
non-payable items and a contin-

gency bu�er. Ensure that the same
expense is not counted twice. 

The table illustrates how a family
estimates expenses for a planned
hospitalisation:

These figures are illustrative and
not a standard recommendation.
The actual amount will depend on
the policy and treatment estimate.

The Bridge Fund serves a di�er-
ent purpose. It provides money to
meet payments that have to be
made upfront while the final insur-
ance settlement or reimbursement
is awaited.

Aditya’s advance payment is a
good example of why the distinc-
tion between the two funds may
not be obvious at the time of admis-
sion. Initially, the entire advance
had to be arranged. Only when the
final bill was settled did it become
clear how much would go towards
expenses not covered by insurance
and how much would be refunded.

Families may not know this split
when a hospital asks for an advance.
They must be prepared to arrange
the entire amount, even if only a
portion eventually becomes an out-
of-pocket expense.

To estimate the Bridge Fund,
consider how much the hospital
may ask for upfront and the max-
imum amount the family may have
to pay at any one time before the in-
surer settles the bill. Also, account
for eligible pre- and post-hospital-
isation expenses that may have to
be paid first and claimed later. For
planned procedures, the hospital’s
cost estimate and payment require-
ments can serve as a useful starting
point.

A credit card with a su�ciently
high available limit can also provide
additional flexibility when an im-
mediate payment is needed. It
provides access to money at short
notice and can help bridge the gap
until the insurance claim is settled

tain an emergency reserve that can
be used when required. 

Plan for recovery. Hospital ex-
penses do not always end at dis-
charge. Budget for prescribed
medicines, follow-up consultations
and diagnostic tests. Check which
of these qualify under the policy
and for how long. Keep prescrip-
tions, itemised bills, payment re-
ceipts and reports.

Review the cover at renewal.
Medical needs and family circum-
stances change over time. Compare
the coverage, exclusions, limits and
premiums o�ered by di�erent in-
surers. Assess riders and add-ons
based on the additional protection
they provide. Before switching in-
surers, consider waiting periods,
existing medical conditions and
continuity benefits. The lowest
premium may not necessarily o�er
the most suitable cover.

An insurance agent can help ex-
plain the policy and the claims pro-
cess. Periodic reviews can help en-
sure that the cover continues to
meet the family’s evolving needs.

STAY PROTECTED

Health insurance protects a fam-
ily’s wealth from the financial im-
pact of a medical emergency. But
having insurance and having
money readily available are two dif-
ferent things.

Aditya’s experience is a reminder
that being insured is only part of be-
ing prepared. Families also need
money they can access immediately
and a reserve for expenses that in-
surance may not cover.

A health insurance policy pro-
tects your wealth. A cash reserve
ensures you have funds readily
available when you need them the
most.

The author is a Qualified Personal Finance
Professional (QPFP®)

or reimbursement is received.
Along with an emergency reserve, it
can o�er additional financial
flexibility.

The Gap Fund and Bridge Fund
do not have to be kept in two separ-
ate bank accounts. They are simply
two ways of looking at the same fin-
ancial requirement. One accounts
for what the family will ultimately
spend. The other accounts for how
much money it may need access to
in the meantime.

PREPARING AHEAD

After his discharge, Aditya reached
out to an insurance agent to under-
stand what he could do di�erently
in the future.

A hospitalisation can bring to
light things about a policy that may
not have been obvious when it was
purchased. A conversation with an
insurance professional can help a
policyholder understand the cover
better and identify areas that need
attention.

There are a few things every fam-
ily can do:

Understand the policy and cash-
less process. Read the Customer In-
formation Sheet and full policy
wording. Check co-payments, de-
ductibles, room rent limits, sub-
limits, exclusions and pre- and
post-hospitalisation benefits. Find
out what pre-authorisation covers
and whether the hospital collects
an advance even under cashless
treatment. Ask how the advance is
adjusted against the final bill and
when the balance, if any, is refun-
ded.

Estimate both funds. Work out
the likely expenses that insurance
will not cover and the maximum
amount the family may need to ar-
range temporarily. The policy
terms and hospital estimates are
good starting points.

Keep money accessible. Main-

Shriram Shivakumar
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MONEY MATTERS. Cashless health insurance does not rule out cash payments at short notice during a medical emergency; here’s how families can meet expenses 

Cashless cover still needs a cash reserve

CASH-READY

� Explore the Gap Fund and

Bridge Fund

� Weigh the credit card

option

� Maintain a cash reserve
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