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j~~~~,x,.” Y~r- family is underinsured. This is easy to say, since ~* .. . -’:

:J-J=”;” ~ almost all families in the united states are underin~red.  If “.&~.: 8.
$.: s%.’ you were to die tomorrow, your wife would have ● tough~~q+,+” .
~+}~,. time survivin9  on tie proceeds of Your insurance policy——’
j?j~.i unless YOU have a very good looking wife under age 30,
. . . . . :. .,- . making rapid remarriage more likely. . ~ .-+ . ..”..
‘~~~’~~i. The reason why your family is underinsured is because”+.~;~~a’,  i .Y

. . . .. . some commission-hungry insurance salesman has sold you -

-..7., tm much life insurance. Yw don’t need life insurance.
~j; You need, or rather your heirs need, death insurance. You

m..  -
die, the company pays. This is term insurance, and sales-

.- ... men don’t like to sell it. They want to sell you “life”
--. $ insurance: a “savings” plan, called cash-value life insurance,

‘.> which will give you your paper money back at age 65. It
) grotesquely expensive, incredibly profitable for the in-

‘~urance industry, and a disaster for the buyer. Price infla-
tion wipes you out.

It is very easy to find out if you are overpaying for
your death insurance. On the back of this sheet i? a repro-
duction of the Commissioners 1958 Standard Mortality
Table, the overconservative table used by insurance corn.
panics to estimate life expectancy for members of each age
group. Here is how to use it. Locate your age group, and
then check the “Deaths Per 1,000” figure. If YOU want
$100,000 of term insurance, multiply this figure by 100.
At” age 30, for example, yw should pay no more than
S213 this year for the $100,000 protection you want for
your family. If you pay more than 10% above $213, you
are overpaying, and really, you should not be paying this
much. If they revise the table in a few years, as they
should, given the longer life expectancy of Americans to-
day, the rates will drop, but only on new policies. You
must check every year with your insurance salesman to see
if the new table is out. If it is, conven your policy to a
new ona which reflects the lower risk. If you have a
pre.l!?58 policy, you are really overpaying; some policies
are not automatically reconverted. You are paying on the
1841 iable which reflects the life spans of men living in
the 1931-41 era. Yw can still switch your policy. Remem.

1 ‘“C:J r, few agents will tell you when & new mortali~ table
ecomes standard. You have to ask. Keep shopping, and

I “’

never hesitate to switch companies or policies.  0,,.
Cash-value life insurance-’’ordinaW life,” “’whole life,”

‘ . ● tc.-is sold in the name of family savings. You earn
‘ 1
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something under 3% on your c’esh-value portion, and only
if you hold the policy to maturity at age 65. Meanwhile,
tha company is earning about 6% on the money. you haw .“
invested in the policy. Life insurenm companies therefore
structura salesmen’s commission rates to discourage the sale
of term insurance: The difference between- a first-year
commission for a $100,000 cash-value policy and a term
policy can be as large as $1,00&  $1,100 W. S1OO. No ““
salesman can earn his living selling only term insurance.

Term insuranm buyers therefore get a subsidy from
buyers of non-term insurance. They pay lower Cornn+$. -.
sions, and therefore lower premiums, than would have been

possible had the commission structure accounted for the
full costs of signing them up. Yw are foolish if you con-
tinue to subsidize term insurance buyers like me by buying
cash-value policies. Only 15% of all American policies sold
are term insurance pol icie~.

With price inflation at 6% per annum, compounded, and
cash values receiving about 2.5%, the purchasing power of
each year’s cash value portion of the premium will fall by
about 50% every 20 years. With price inflation at 10%, the
investment is losing over 7% per annum in terms of pur-
chasing power, reducing its purchasing power by 50% every
decade. This is a savings plan?

In a time of price inflation, as our era is, it is econom-
ically suicidal to &come  a long-term creditor in fixed-re-
turn (fixed percentage) investments. me major forms of
long-term credit investments are these: cash-value life in-
surance, annuities, pensions, bonds, and mortgages. Life
insurance companies sell us the first three in order to
invest two-thirds of their assets in the last two. Draw ywr
own conclusions.

If you die, the savings portion of ywr cash-value policy
is used to pay off its face value to your heirs. The longer
you hold a cash-value policy, the larger your share of tho
death insurance portion. You die, you pay. This is insur-
ance protection? Your death wipes out your so+alled sav-
ings. If you buy term insurance and invest the difference
between the two premiums, you shwld be able to make
6% or more on your savings (not 3% or less), and ywr
death will not wipa out your savings. Conwrt  to term. ,
Now.

How much death insurance is necessary? The standard
rule of thumb is this: at least three times the net (atier



-tax)  annual income of the insured. This is probably Ico
low, given the present rate of price inflation. A four-to-one
figure is more reasonable. Personally, I think a y o u n g

,family needs at least $75,000 and probably S1 00,000. YO U

therefore have to buy term insurance. You can’t afford

- ,tlything else.

-, j The wife should purchase the policy in order to keep.
tile pay-out from entering the total estate of the husband
at his death. It removes the pay-out from the estate tax,
should there be any. She should be listed as the owner
and pay the premiums with her own personal, exclusive
checking account (not a joint account).

You (she) should insist on the following type of poli-

cy: annual renewable term, renewable to arga 70, non-parti-
cipating, with increasing premiums and a fixrd pay-out. To

get one, you will have to insist on it. Salesmen don’t like
to sell them.

Premiums on identical insurance coverwy  can vary more

than 100% per year. You must shop price. One Christian
Crganizatiorl  that cart help you is the Life Insurance Truth

%cisq, ? 4 0  N. !3arry  Ave.,  W.iyzata,  ?.IP6 5!. S’31 Thti.;
k e e p  :rac,k  of !wvwost c o m p a n i e s .  (You might  wnd  a $5

donation when you write.)
A. M. Best Co., of Oldwick,  NJ, publishes the financial

ratinh and addresses of all U. S. insurance companies.

‘fc.ur  library may have Best% I n s u r a n c e  Repotis-1.ife/

Health. If so. use it.
}{ere is the universal rule: if you don’t fully understand

the economics of the policy, doII’t buv it. If you have
already bought it, buy term and lhert cancel it.

A few cmnpisnies “low ball” you irt the first four years
and then raise premiums on ymJ in the fifth year. Thev
want you to convett your policy  to cash-value life. If yo{lr
pdicv  does  t h i s , s w i t c h  t o  anoll)er  coc~pdny.  For Iarqe:
policies above $40,000, Commercial Bankers Life, Coverwnr
Life (Indiana), and United Investors Life offer competitive

rates. For $10,000 and $25,000 policies, Old Line Life is
good. New policies with  new rates keep appewing  on the

market. Keep shopping, and never he afraid to switch com-
panies. This is a good reason  for avoiding “deposit” term
insurance, where you have to stay with the same comp~n{
for 10 years to recoup your initial extra deposit. Even

when you receive double your deposit, you have bwe~y
kept pace with inflation. klake the companies compete for

your insurance dollar.

For more information, r e a d  Norman  F, ~ac~”,’s !,wJ:.
iiO:3r k >’ilr~.?g ~t’fth y:~:y  ( ,f”p ;~::,.:, x,,:ti> {{.’:  }.; ;l; :, ~ : : : . : .

$1 .S5) and the American !nstitute  for Ecorrwrtic  Eswz,ch’s
b o o k ,  Life  Insurance f rom the Invesror’s  Point of Y;e;v

(Great Barrington, Mass., $1).

Gary North
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T.ntmekors  is publmhad SIX times  ● year bv the institute for Christian  Economics, a tax-exempt religious end adu-
ca!ionel  otgenizimon. It is swedable free of cherge to pas!ors, ● ldert, deecons, and other church of f,cers, es well as to
members of Chrtstian  religlous orders. SubscriptIon requests must be made on church letterhead stationery. Ad-
dress: 713 W. Cornwalhs Rd., Durham, NC 27707. A ttthe m offering on any money saved by these reports would be
amofzriefe.
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