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Why I Wrote this eBook
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I wrote this particular eBook to share my knowledge from my sales and education to enlighten people on life insurance.  While this ebook covers the basics of life insurance it does provide a good foundation for anyone considering buying a policy.  Life insurance policies can be some of the most complex financial instruments available to individuals and they need to be understood prior to you purchasing one.  This book lays that foundation and gives you a basic understanding of what could be the complex world of life insurance.
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Why You Should Buy this eBook

[image: ]


Anyone who is interested in life insurance or is considering buying a policy needs to understand the basics of how this industry works.  The Basics of Life Insurance covers just that, the history of life insurance, the benefits of getting a policy and how some of the policies are structured and work.  Life insurance is a valuable tool in someone’s estate planning or family protection and cannot be overlooked.  This eBook provides you with a basic understanding of what a life insurance policy is and how it can benefit you and protect your loved ones.  Do not go into purchasing a life insurance policy without some of the basic knowledge of these products.  It is best to be prepared than to be taken advantage of by an immoral insurance salesman.  At least know the basics.
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My Free Gift to You!
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As a big thank you for getting The Basics Life Insurance I want to offer you some valuable free gifts and a chance to get some on-going financial advice. Just for getting this book it entitles you to my Budget Spreadsheet and Debt Reduction Spreadsheet that I normally sell for a total of $10. It is yours free for getting The Basics of Life Insurance and signing up for my free email newsletters that have previews to my ebooks, special articles that are geared towards personal finance and now access to these two valuable spreadsheets. To get your spreadsheets now simply go to my blogs website and sign up today. Visit www.kgmeyerpc.com today to get your free valuable spreadsheets. You can also get Budgeting 101 to go along with these valuable spreadsheets free as well from Budget and many other eBook sites.
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Introduction
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There are two main types of life insurance and then several variations of each type. Life insurance can be classified as term and permanent—at least that is the simplified explanation of the two types of life insurance. The most common life insurance policies can be placed into the following categories: term, whole life, universal life, variable life, and variable universal life. Each type of insurance has a place in the insured’s life and at different times in life there may be a need for one or a combination of these different insurance products. Depending on the insured’s circumstances, there may or may not even be a need for life insurance. Everyone’s situation is different and therefore the need for life insurance will vary dramatically from individual to individual and from family to family. In order for life insurance to be effective and useful, there are many things that should be considered when buying any policy. In the following booklet we will examine the differences between term and permanent life insurance, the differences between the various types of permanent insurance, and what products are right for those seeking life insurance.
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Types of Life Insurance
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First let’s examine the most common type of life insurance, and that is term insurance. As the name implies, the insurance is normally in place for a period of 5, 10, 15, 20, or 30 years. This insurance is usually the least expensive, as it provides a death benefit only in the event the insured dies, and does not accumulate any cash value. The policy will help provide security for the named beneficiary, in the event the insured dies, and the coverage is only for the length of the term. If the insured does not die during the term, no benefits will be observed and the cost of the policy will be the premiums paid to the insurance company. A term policy is mainly used when coverage is needed only for a certain period of time or if the insured has limited funds available for life insurance. As the policy does not accumulate a cash value and is for a limited period of time, the premiums will be lower than that of permanent insurance products. By design the lower premiums paid will allow for the insured to obtain a higher face value for the death benefit. As the insured gets older and chooses to renew the policy, the premiums will be higher, which is a negative aspect of term insurance. But if the insured is younger, term insurance can provide a large death benefit for a very reasonable premium cost.

Some term policies are renewed on an annual basis with the premiums increasing every year, while others renew on the anniversary of the expiration of the term. Also, most term policies have the ability to be converted to permanent policies at the option of the insured for a fee. Both of these options are available without providing proof of insurability, since the insured already has a policy with the company, and thereby additional underwriting is not necessary. There is an advantage of purchasing a term policy when younger and, in theory healthier, than when older and more difficult to insure due to health concerns. In these instances the insured not only provides security for the family, but enables one to convert a term policy to a permanent one when they otherwise might be unable to obtain the insurance. 

The premiums paid for term insurance are generally considered level, since they do not change as long as the policy is in effect. If the policy is a 30 year fixed term policy, the premiums will be consistent for the entire 30 year period. An annual term is guaranteed for one year, but it is not really a level term policy due to its year by year nature and the fact that the premiums will increase every year it renews. Any time a policy is renewed, the insurance company will adjust the premiums to a higher amount due to the increased likelihood the insured could die during the policy. Some term policies have a guaranteed period, such as the first five years of a 20 year policy. This does
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