What is the Difference between Whole and Term Life Insurance?

Understanding the difference between whole and term life insurance is extremely vital for any
individual looking to provide protection to their family and loved ones in the event of their
passing. It is important to understand the full breakdown of the essential differences between
how whole and term life insurance policies work and the total cost of getting sufficient whole or
term life insurance coverage. Each policy type comes with their own benefits as well as
disadvantages. The goal of any man or woman looking into whole and term life insurance
policies is to determine which one is advantageous for them.

The primary difference between whole and term life insurance is that whole life insurance
offers coverage for the entire span of life of the individual who is covered. It does not matter if
the person dies at the age of 40 or at the age of 90. Term life insurance, on the other hand, only
pays out if the person insured passes away during a period of time that has been defined, such
as between the ages of 50 and 75. Term life insurance policies provide individuals with a less
costly option, especially in the instanced where coverage is required to pay off a mortgage or
cover the associated cost of raising a family.

Because it covers no matter when a person who is insured passes, whole life insurance tends
to be a very expensive policy. It comes with a much higher premium because a portion of the
money will have to be invested. Term life insurance, on the other hand, is not as expensive and
has a much lower premium because the person only requires this type of protection for a
specifically defined period of time, often between 20 and 25 years.

Whole life insurance, unlike term life insurance policies, has an element of investment added
to it to guarantee there are sufficient funds to pay out the family in case the insured dies. Some
of the invested money may also be used toward covering the rising costs of high premiums. For
people over the age of 60, the premium on whole life insurance can be very expensive. The
person who is insured in the policy invests part of the premium in stock market investments and
bonds to create a sufficient amount of money.

When deciding whether to go with whole life insurance or term life insurance, it is essential to
look at what is required and what will best suit the specific situation of the person looking to take
out the policy. Whole life insurance policies are often taken to supply a loved one with a cash
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amount and/or to avoid any inheritance tax. This money can be utilized to pay outside of the
estate of the deceased. Term life insurance is more affordable and a beneficial way to protect a
younger family for a specific time period. It will ensure that all debts, including mortgages are
cleared and that any and all children are properly taken care of.
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