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 Have You Reviewed Your Life Insurance Recently? 
 
Many people follow the performance of their investment portfolios very diligently, keeping track of 
even the slightest moves up or down. However, typically, the same cannot be said of their life 
insurance policies. But first, let’s start with the basics.  
 
Life Insurance: The Basics 
 
In general, there are two main types of life insurance -- term life insurance, and permanent life 
insurance. Term life provides coverage for a predetermined period of time, known as the term. 
Permanent life insurance provides open-ended, or "permanent" coverage.   
 
Term life insurance is the most basic, and generally least expensive, form of life insurance for people 
under age 50. A term policy is written for a specific period of time, typically one to 30 years, and may 
be renewable at the end of each term. The premiums increase at the end of each term and can become 
prohibitively expensive for older individuals. A level term policy locks in the annual premium for 
periods of up to 30 years.  Unlike many other policies, term insurance has no cash value. Benefits are 
paid only if you die during the policy's term. After the term ends, your coverage expires unless you 
choose to renew the policy. When buying term insurance, you might look for a policy that is 
renewable up to age 70 and convertible to permanent insurance without a medical exam. 
 

 
 
Permanent life insurance combines death benefit protection with a tax-deferred savings component. 
With permanent life insurance, as long as you continue to pay the premiums, you are able to lock in 
coverage at a level premium rate for the life of the contract. Part of that premium accrues as a tax-
deferred cash value. As the policy's value increases, you may be able to borrow against the balance 
at attractive interest rates. If you do not repay the borrowed money, however, it may be taxable as 
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income at then-current rates. And if you're younger than age 59½, you may also be subject to an 
additional 10% early withdrawal tax. There are a number of different types of permanent life 
insurance. The three most common are whole life, variable life, and universal life, the specific details 
of which can be complicated. 
 
Why Now and How Much?  
 
There are many different life experiences that may affect ongoing insurance needs and decisions. 
These may include: 

 A change in marital status 
 Birth of a child, or an adult child moving out of the home 
 Transfer of a business interest ("buy/sell" arrangements) 
 Assist in estate expenses 

 
Unfortunately, many people don't take the time to review or revisit their life insurance policies after 
buying them, assuming they can literally put their life insurance "on the shelf" and forget about it. 
But doing so can be costly both in terms of lost money and lost opportunity. 
 
Conducting an annual review of your insurance needs can help determine whether your existing 
coverage is still adequate and can help identify the areas that may need further attention. 
As part of your annual financial review for 2017, consider assessing three key aspects of your life 
insurance policies: 
 

 Intention -- Why did you originally buy the policies, and have your circumstances changed 
since then in ways that might change your life insurance needs? 

 Ownership and beneficiary designations -- In whose names are the policies titled, and who 
have you listed as the beneficiaries? Changes in family circumstances often necessitate policy 
updates in these areas. 

 A better deal? -- A life insurance review may reveal opportunities where you could obtain the 
same amount of coverage for less money, or more coverage for the same premium you're 
paying now. 
 

Similarly, life insurance experts suggest that there are generally three categories of individuals who 
may benefit most from a life insurance review: 
 
Young and just starting out: In the case of your untimely death, life insurance can help your family 
meet short-term needs such as paying funeral expenses, medical bills, legal fees, and any outstanding 
debts you may have left behind. Over the long term, insurance proceeds can be used for ongoing 
priorities, such as rent or mortgage payments, child care, routine household expenses, and education 
expenses. Generally speaking, life insurance is cheaper and more easily obtained at younger ages. 
 
Middle years and Empty-Nesters: It's a common misconception that only people with young 
children and no savings need life insurance. Don't necessarily assume that is the case. Even if your 
children are grown up and financially self-reliant, life insurance may still be an important part of your 
financial strategy. A widow, widower, other loved one could be reliant on financial support from you. 
Also, life insurance can help you accomplish a number of estate planning goals. 
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Business Owners: The loss of a key employee, such as a chief executive, can be devastating to small 
businesses. For this reason, life insurance is commonly employed as the funding mechanism in "buy 
sell" agreements - legal arrangements providing for an orderly transfer of ownership interests - and 
to compensate for the loss of critical personnel. Life insurance can also be used as a supplemental 
benefit to retain or attract key employees and executives. 
 
As always, please contact your financial advisor or insurance provider to conduct an annual 
insurance review or to learn more about the uses and benefits of life insurance at every stage of life. 
Don’t forget to annually review your auto, home and umbrella insurance policies, too!  


