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Life Insurance: More Than
Just a Security Blanket
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An important aspect of financial
planning, life insurance can

be used to achieve goals like
income protection, investment
returns or saving for your
children’s education.

A valuable tool that covers your
financial needs as well as your
dependents’, life insurance acts
as a buffer when the unexpected
happens. Depending on the policy
you choose, life insurance can
meet various goals besides financial
protection.

It instills discipline in saving
regularly for different financial needs,
such as your child's future education.
Besides serving as a financial backup
during an emergency, it helps you
reap potentially higher returns as an
investment tool.

There is a wide array of insurance
products that caters to varying needs
and means. We explore the various
plans you can choose from:
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Term Insurance
Offering protection across a stipulated
period, term insurance provides
essential coverage at affordable
premiums. An example would be
one that offers protection until your
children become independent adults.
For term policies, no cash payouts
are given at the end of the insured
period, but should death, total or
permanent disability (if this benefit is
covered) occur during the insured
period, dependants will receive a
death benefit.

Whole Life Insurance
As its name suggests, whole life
insurance is a long-term commitment.
Lifelong protection is guaranteed
provided premiums are paid, either
for life or the stipulated period.
Compared to term insurance,
the policy premiums are higher but
the level of protection may be lower.
Nevertheless, most whole life policies
accumulate cash values over time,
which double as a form of long-term
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savings.

If your premium is overdue, the
accumulated cash value (provided
it is sufficient) will automatically
activate a premium loan for the
policy so that you remain insured. The
cash value can also be withdrawn as
a policy loan in case of a crisis. Should
sudden death occur, the policy pays
out a death benefit and any accrued
bonus.

Universal Life Insurance

Offering some degree of flexibility
to cater for variable financial
circumstances, universal life insurance
plans come with discretionary
premiums which allow you to
determine the amount, mode and
fiming of premium payments under
certain limits. Such plans also come
with a death benefit and allow
accumulated cash values to be
borrowed or withdrawn.

Although these cash values earn
interest at a declared rate which is
subjected to change, most universal
life plans guarantee a minimum
interest crediting rate.

Investment-Linked Insurance Plan (ILP)
A combination of investment and
insurance protection, such plans use
premiums to obtain life insurance
protection and investment units in a
managed fund. Like a unit trust, the
latter pools funds from stakeholders to
finance investments of their choice.

The performance of the invested
fund affects its unit price which

determines the dividend upon
cashing in or death of the insured.
Although ILPs can reap potentially
higher yields, there are higher risks
involved due to market volatility. ILPs
generally have the additional feature
of a death benefit.

Endowment Policy
Such policies have specific maturity
dates and offer higher returns than
bank interest rates by means of a
stable compounded return that
appreciates over the years. These are
popular among parents who want
their policies to mature when their
children are entering university.
However, just as defaulting on
premiums can affect your policy
benefits, premature termination can
result in a surrender value that is lower
than the total sum of premiums paid.

Selecting the Appropriate Policy

As everyone's needs and financial

circumstances differ, there is no rule of

thumb about what one needs to buy.
It is advisable to approach a

financial adviser who can perform

a fact-finding process to evaluate

your needs and make appropriate

recommendations by taking

intfo consideration your income

replacement sum, educational

funds for your children, outstanding

liabilities such as mortgages and other

provisions for your dependents. Base

on this analysis, the adviser will be

able to determine the product that

best meet your needs.
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LIFE IS WORTH PROTECTING. INVEST IN IT.

This public education inifiative is brought to you by the Life Insurance Association
and supported by the Metta Welfare Association.
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