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Protecting Your Biggest Investment

The benefits of personally-owned mortgage insurance

By Jeffrey S. Hahn, MBA, ChFc, CLU

For many people, buying a home represents the culmination of years of planning, saving, and sacrifice. But more than that, it represents security, financial stability, and a long-term commitment, usually centered on raising a family and becoming involved in a community. It is not an accomplishment to be taken lightly, nor is it an investment that, once made, most people are willing to let go of easily. And that is why millions of Americans, just like you, protect that investment with mortgage protection life insurance. 

Mortgage protection life insurance comes in many shapes and sizes, but its primary objective is almost always the same: to pay off your mortgage in the event you (or your spouse) die prematurely, allowing your loved ones to maintain their lifestyle and continue living in the home.

Mortgage protection life insurance comes in two basic forms - term and permanent – and within those forms are variations that allow you to customize your coverage to meet your unique and specific needs and objectives. Some mortgage policies are tailored to decrease in value as the amount of your mortgage decreases. Generally known as decreasing term, these contracts are among the more affordable mortgage protection options. Some policies remain level in value, but are designed to terminate when your mortgage is paid off – usually in 10, 15, 20, 25, or 30 years. These level term policies are also fairly affordable, and many offer conversion options that allow you to convert your contract to permanent coverage, without evidence of insurability, should other insurance needs arise. 

Like their level term cousins, permanent mortgage policies also remain level in value. But unlike term insurance, permanent policies build cash values that you can access via loans or withdrawals to assist with other life events, including helping to fund your children’s college education, or paying off your mortgage early. (Note: Loans and withdrawals may reduce the amount of death benefit.) These types of contracts, also known as whole life or universal life, cost a little more up front, but annual cash value growth usually offsets that higher cost – sometimes eliminating it completely - over the life of the contract. 

Mortgage protection life insurance can also help you qualify for a higher mortgage loan. Many lenders will increase the amount they are willing to loan against a particular piece of property if you’re willing to protect that loan with life insurance. This extra borrowing power can sometimes mean the difference between getting the house you wants versus getting the house the bank or mortgage company feels you can afford. Take note, however, that in such cases the bank or mortgage company will often insist that they be named beneficiary of the insurance proceeds.

If you’re thinking of buying a home – or if you’ve recently purchased one – you know what an important investment decision it is. So why put everything you’ve worked years to accomplish – not to mention those loved ones who depend on you – at risk? Depending upon your needs, the size of your mortgage - or perhaps more importantly, the size of your budget - there is a mortgage protection life insurance policy designed especially for you.
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