
How long do you expect to need life insurance?
Our question is, “How long will you need to maintain your 
life insurance?” If you’ll need it for a relatively short period 
of time — 20 years or less — then the right policy could be 
one that is designed specifically for a limited time. In such 
cases, 5-, 10-, 15- or 20-year term life insurance is the least 
expensive option because it provides coverage for a time 
frame that’s, on average, much shorter than the insured’s 
life expectancy. As you can see from this chart, there is a 
less than 10% likelihood that a healthy 33-year-old woman 
will die before age 65. That makes a 20-year term policy 
fairly inexpensive.

It’s difficult to contemplate the types of issues that could 
expand on our natural inclination to respond “…until the 
kids are out of college,” but some of the lifelong uses of life 
insurance have caused us to ask our clients the following:

? Could you have an estate large enough to be 
taxed? The minimum threshold for taxable estates 
is currently almost $11 million per couple.1 Whole 
life insurance is an excellent way to create instant 
liquidity for estates consisting of real estate, closely 
held businesses, and other hard-to-liquidate assets.

? Do you have a closely held business for which 
liquidity will be needed at the time of ownership 
succession? In many families, estate equalization is  
a priority for children or grandchildren who choose 
not to work in the business is a priority. Whole life 
can be a great equalizer.

? Do you wish to make charitable bequests when 
you pass away? Leveraging, for example, $10,000 of 
annual premium for $1 million of ultimate benefit 
to charity (and achieving a $1 million estate tax 
deduction when the death benefit is paid) is another 
popular use of whole life.

? Do you have ongoing family obligations — such as 
providing financial continuity for family members 
with special needs? If so, whole life can be a valuable 
source of funds for establishing a trust that can help 
to fund your loved one’s care.  

Buy Term Insurance for the Best Price

DEBUNKING THE MYTH

Continued…

When looking to make a purchase, people often differentiate between similar products 
based on price alone. While this approach can often be advantageous, it can also take them 
in the wrong direction.

Take life insurance. A common reaction in the buying process is “What will it cost?” And the 
answer often points to term life insurance as having the best price. But that probably wasn’t 
the best question to have asked! At the Ethical Edge, an Insurance FiduciarySM, we work 
with clients to optimize their insurance assets in the same way they manage their other 
important assets.
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? Are your retirement assets vulnerable to volatility, 
taxes, inflation, or considerations of liquidity? 
Using the cash value of a whole life policy that is 
uncorrelated to the equity markets — instead of 
income from a retirement plan in years when the 
markets are down — is an excellent way to help 
manage retirement assets for the long term. 

Will the price of your coverage change?
Of course, even with life insurance designed to last a 
lifetime, there’s the question, “Which type of policy has 
the better price?” Here are some things you need to know 
— and why that, once again, may not be the right question:

• With some types of life insurance, such as whole life, 
the answer is easy to determine and the premium is 
guaranteed.2  

• With other kinds of life insurance — especially 
“universal life” — there isn’t a specified premium. 
Insurers will illustrate possible premiums based on 
current assumptions. While this approach may be 

1 Ethical Edge, its agents and employees do not provide tax, legal, or accounting advice. Consult your tax, legal, or accounting professional regarding your individual 
situation.

2 All whole life insurance policy guarantees are subject to the timely payment of all required premiums and the claims-paying ability of the issuing insurance company. 
Policy loans and withdrawals affect the guarantees by reducing the policy’s death benefit and cash values.

To discover what kind of life insurance protection may be best for you,  
talk to a financial representative from a highly rated mutual carrier.

This article was written by Richard M. Weber, MBA, CLU®, AEP (Distinguished), of The Ethical Edge, Inc., a California-based, 
fee-only insurance fiduciary. Mr. Weber, 2012-2013 President of the 14,000-member Society of Financial Service Professionals, 
has more than 50 years of experience in sales, training, product design, senior management and compliance. His firm provides 
training and consulting services that help empower life insurance agents, financial planners, advisors and their clients to 
explore and view life insurance in the broader context of financial planning.

acceptable, consumers need to understand their 
premiums ultimately will depend on conditions in the 
equity and fixed-return markets.

Consider your risk tolerance, too.
We ask our clients, “What is your risk tolerance now — 
and where do you anticipate it will be as you approach 
retirement?”

For many, the answer is “relatively conservative.” When 
the risk tolerance issue is applied to the purchase of life 
insurance, those same clients often express a preference 
for “…the kind of life insurance that will be in force when 
I die.”  

Risk tolerance is one of the most important factors when 
choosing from the different types of life insurance. And 
the only type of permanent life insurance that is not 
subject to market volatility is whole life. 

For conservative consumers, our recommendation is 
participating whole life insurance with guaranteed 
premiums, cash value and death benefit.
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