
Will Your Clients Outlive           
Their Life Insurance?
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Who is ITM TwentyFirst?
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Who is ITM TwentyFirst?
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3 Things We Will Accomplish Today

Information
=  
Power
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3 Things We Will Accomplish Today

Life
Insurance
=
Asset
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3 Things We Will Accomplish Today

Your 
Time 
=
Money



Click to edit Master text styles

Agenda
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Life Insurance Time Line

Term Whole 
Life

Current 
Assumption 

Universal Life

Secondary 
Guarantee 

Universal Life

Variable 
Universal 

Life

Index 
Universal 

Life
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Term Insurance
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Term Insurance
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Term Insurance
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Whole Life Insurance
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Whole Life Insurance Dividends

• To reduce premium

• Taken in cash

• Purchase “paid up additions”

• Left with carrier at interest

• Repay loans on the policy
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Whole Life Insurance Dividends
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Remember the 80’s?
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Universal Life "Chassis”

Premium 
Deposited 
Into Policy.

Each month, charges are 
deducted from the policy

Cash value in policy 
grows tax deferred.
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Universal Life "Chassis”
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CAUL Sales Illustration

Current interest 
crediting    

rates and costs    
are projected    

over    
the life of    

the insured 
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CAUL Crediting Rates
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Guaranteed Universal Life (GUL)

• Death benefit 
guaranteed as 
long as required 
premiums were 
paid in full and 
on time 

• Minimal cash 
values



Click to edit Master text styles

Variable Universal Life (VUL)

• First policy to 
have cash 
values directed 
by policy owner

• First policy 
where 
investments 
could lose 
money
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Variable Universal Life (VUL)
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Indexed Universal Life (EIUL or IUL)

• More 
Conservative 
than 
Variable?
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Indexed Universal Life (EIUL or IUL)

Indexed UL Example 
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Indexed Universal Life (EIUL or IUL)

Indexed UL Crediting Example
Assumes Participation is 100%,                                         

Cap of 10%, Floor of 0% 

If S&P Return Is Crediting Rate Is

6% 5.63%

8% 6.12%

10% 6.60%

12% 7.09%
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Indexed Universal Life (EIUL or IUL)
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Life Insurance Time Line Recap

Term Whole 
Life

Current 
Assumption 

Universal Life

Secondary 
Guarantee 

Universal Life

Variable 
Universal 

Life

Index 
Universal 

Life

Need Life 
Long 

Coverage

Early 80’s 
High 

Interest 
Rates

Reaction 
To Falling 
Interest 
Rates

Take 
Advantage 

of the 
Equity 

Markets

Market 
Crash Of 

2008
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Fads Come and Go…
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Policy Suitability

How           
Do              
You 
Define?
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Premium Flexibility

Term

(Secondary DB Guarantee)
Universal Life Whole Life Indexed 

Universal Life
(Current Assumption)

Universal Life

Variable 
Universal Life

Least Flexible Most Flexible
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Investment Risk

(Secondary DB 
Guarantee)

Universal 
Life

Whole 
Life

Indexed 
Universal 

Life

(Current 
Assumption)

Universal 
Life

Variable 
Universal 

Life

Least Investment Risk Most Investment Risk
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Cash Value Growth

Term (Secondary DB Guarantee)
Universal Life

Whole Life

Indexed 
Universal Life

(Current Assumption)
Universal Life

Variable 
Universal Life

Least Cash Value Most Cash Value
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Death Benefit Guarantees

Term (Secondary DB Guarantee)
Universal Life

Whole Life

Indexed 
Universal Life

(Current Assumption)
Universal Life

Variable 
Universal Life

Least Guaranteed Most Guaranteed
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Other Criteria

• Policy Costs
• Underwriting
• Years to Pay
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What Is Going On With Life Insurance?

Email from a representative from a UL 
Carrier: From 2013    

“Actuarial is currently doing an expense, 
mortality and interest study… COI’s are 
anticipated to increase up to the 
guaranteed maximum and the 
preliminary results are showing that we 
will likely be increasing COI’s to near the 
maximums, if not the maximums.”
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Cost of Insurance (COI) Increase

• Transamerica
• AXA (USFL)
• Legal & General

• Banner
• William Penn

• Voya
• AXA (Athena II)
• Conseco
• Transamerica (again)
• Lincoln National (twice)
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Cost of Insurance (COI) Example
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Cost of Insurance (COI) Reasons
• “mortality on these blocks has been unfavorable”
• “investment returns have been at all time lows”
• “expecting future mortality experience to be less favorable 

than was anticipated” 
• “mortality and investment

expectations…are less favorable                                                                     
than was anticipated”

• “experiencing higher                                                                   
claims costs…and                                                                                       
expect this trend to                                                                              
continue” 
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How Carriers Make Money On CAUL

 Interest Rate Spread
 Cost of Insurance (COI)

 Lapse Rate
 Company Overhead
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Reasons For The COI Increases

 Low Interest Rates
 Poor UW

 Adverse Selection
 Low Lapse Rates

 Reserve Requirements
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What Can the Consumer Do?

 Pay More Premium
 Reduce the Death Benefit

 Surrender the Policy
 Paid up Policy
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Cost Of Insurance (COI) Increases

Now 
What?
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Now What?
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Clients Need Answers
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Tracking a Policy Over Time
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More Sophisticated Tools

 Life Expectancy Reports
 Policy Optimization
 Dealing with the 

“Unwanted” Policy
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What Is A Life Expectancy (LE) Report?
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How Can An LE Report Help An Advisor or Trustee?
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Life Expectancy (LE) Report

The Life Expectancy Report 
gives an Advisor or Trustee 

another data point.
It does not provide “an 

answer,” but does provide 
guidance, 

especially for the Trustee 
attempting to make a               

prudent decision 
about a valuable asset where 

answers are hard to find. 
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Policy Optimization 

Policy         
(Premium) 

Optimization is a 
method of 

maximizing the 
value of a policy         

…on specific 
cases
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Putting It All Together
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Dealing With Problem or Unwanted Policy 

2004 - 31,329
2014 - 5,158

The World Has 
Changed
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Dealing With Problem or Unwanted Policy 



Life Settlements
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Selling a Policy - Pro

$112,000,000,000
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Selling a Policy - Con

Would You Like A 15‐20% Return?



So When Do You Sell?
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The Process

1. Pre‐Screen
2. Formal UW
3. Policy Pricing
4. Negotiation and Offer 

Acceptance/Rejection
5. Contracting
6. Settlement



THANK YOU
Michael Brohawn, CFP, CLU

mbrohawn@itm21st.com
319‐553‐6227


