Оригинал
Buying strategies

Getting the right policy at the right price can be incredibly easy or very difficult

Life insurance is a highly competitive business, in which the salesforce depends almost entirely on commissions.

Insurance companies pay fat commissions to their agents for selling whole-life policies - perhaps 80 percent of your first year's premium goes to paying the agent's commission - and the premiums for these polices are often five times that of term. By contrast, the typical commission to the agent who sells a term policy is about 10 percent.

It's no wonder, then, that agents push whole-life policies as if their livelihoods depend on it, because, well, they do. If whole-life policies were beneficial to consumers, our story would end here. The fact is the vast majority of those who need insurance should buy term.

Today, the annual premium on a $500,000 term policy for a healthy, nonsmoking forty-year-old male might be about $500. The same policy for a healthy woman, aged 30, might cost about $260 annually.

Not long ago you couldn't buy term policies with level premiums for periods of more than 10 or 15 years. Today you can easily find 20- and 30-year term policies.

Agents will argue that whole-life policies are superior because you can keep them the rest of your life and build up cash in them tax-free, which can then be borrowed. 

That's true enough, but they don't tell you about the high fees and commissions built into whole life as well as surrender charges (if you want to cancel the policy) that often leave you with little or no cash value five and even 10 or 15 years after you take out the policy.

The point of a tax-free buildup of cash just isn't that powerful anymore, given the proliferation of IRAs, 401(k)s, and other tax-advantaged savings vehicles that have tiny commissions, much higher yields and complete portability.

So stick with term, and do your investing elsewhere.

There is no simple answer to how much coverage is enough. 

Some financial planners say you need enough insurance to replace five to seven years of your salary. If you have young children or significant debt, you should bump up your coverage so you have enough to replace as much as 10 years of your salary, they say. That would mean a person making $50,000 a year should have anywhere from $250,000 to $500,000 worth of coverage or more.

Remember, the sole purpose of life insurance is to replace your income in case you die, so that your dependents can maintain their current lifestyle.

Factors to consider include whether the surviving partner will have childcare expenses if one partner is out of the picture. Do you have other assets on which to draw? Will your children be out of the nest soon? These, and many other factors, influence the decision on how much coverage you need.

Buying a whole-life policy doesn't necessarily mean you are fully insured. Because of the investment component of whole life, the policies are much more expensive than term. Don't simply buy less coverage, as it defeats the purpose of buying insurance in the first place: to cover dependents.
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To get the winning policy and not to overpay for it can turn to either simple or extremely difficult task.
Insurance of life is one of few businesses where the salary of its agents depends on their commission payments for up to 80 percent.
Insurance businesses really pay their employees huge commissions of each sold whole-life police – nearly 80 percent of the person’s payment for the first year is paid to the agent. Moreover, agent usually gets premium for this police five more times. For comparison, commission for the term policy usually makes 10 percent.
So, it’s not a surprise that agents are selling whole-life policies as if their well-beings depend on them, and actually they do. If these policies were profitable to customers, this article would be finished here. The most part of those who require insurance should order whole-life policies.
Nowadays, insurance premium for a $500,000 term policy is nearly $500 per year if the consumer is a healthy male, 40 years old and doesn’t smoke. The annual premium for the same policy could be equal to $260 for a healthy woman of 30 years old.
While ago it was impossible to get term policies with insurance charges for terms longer than ten-fifteen years. Nowadays it’s easy to get term policies for 20 and 30 years.
Insurance agents can tell their clients that policies with such long terms are rather profitable as they are kept for life and enable their owner to store money without any taxes and even borrow them.
That represents the facts but agents usually miss details about high payments and fees for the rest of the life as well as huge surrender charges (for those who refuse from the policy) that can easily leave the customer without money after five, ten or fifteen years he has got the policy.
An idea of cash storage free of taxes isn’t unique anymore, because such organizations as IRAs, 401(k)s and others offer storage with tax advantages and small commission payments, greater profits and complete mobility.

Join them and start making investments in any spheres. 

The question about amount of coverage is not a simple one.
According to some experts’ opinion amount of insurance should be equal to customer’s salary for 5-7 years. Those who have young children or significant debt should increase their coverage to ten years of their salary. For example, person earning $50,000 per year should have the coverage of $250,000 - $500,000.
Consumer should know that life insurance has the only aim – to allocate his revenue in the case of his death – and enable his relatives to keep living the same way.
In life insurance factors influencing the amount of coverage include if the other partner has to raise children when the second one dies. Does the customer have the other resources on which to draw? Are customer’s children going to leave the family soon? These factors as well as many other are considered to make a decision about the amount of the coverage for the consumer.
Person who bought a policy for the whole life in not necessarily insured for 100%. Policies need payments for the whole life, so they appear more costly than final compensation. Buying the minimal coverage person refuses from the main aim of insurance – to provide relatives with money.
