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The Market Hits ‘Universal Life’ Policies

Oniversa?
jife  insue-
anee  has
grown  in
popularity
thanks to its
flexdbility.

_But policvholdersmeynot re-
allze their coverage could be
dwindling.

Universal lfe i consid-
ered permaneént life insuy-

_ ance, yet it actually has an ex-
piration date that’s nsually
set past most life expectan-
cies. But lowez interast rates,
a falling stock market—aor g
combination of both—may
limit how lang these phlicies
remain in force.

Shorlag up these palicies
may require handing over
Wore money to your surer
or reducing coverage. Policy-
holders need to keep a close
eye on statements for avy

“It can be just as impor-
tant. to manage your insur-
ance poiicias 2s jt is 1o man-
age your portfalio,” says Rob-
£rt Burger, 4 vice president at
Jfinancial planners Lenax Ad-
VISOTS.

Universal life insurange
generally falls in between the
permanent coverage of
whole hife and the temporary

.benefits of a term policy.

Wniversat life insorance
comes in two flavers. In a ba-
sic policy, the death benefic
and-cash value can build just
as with a whoie-Hife policy by
acermnuiating the preminms
and dividends paid to the poli-
cyholder by the insurance
company, which igvests the
bremivms maindy in bonds,

Then there’s the variahle
ymiversal life, or VUL, policy.
With a VUL palicy, the hoider
chooses investments—ocom-
teonly stoek rrtual funds—
and thesereturns help create
a policy’s value. Higher pro-
Jected returns ot stoclks can
raake it possible to get a hig-
ger death benefit.

The catch isp't just the
possibility of losing moneyin
stocks. Whea the markets are
volatile and den’t live up ta
expected 1eturns, palicyhold-
ers risk seeing their policies
axpire years earfier than they
expected.

Seott Witt, a fee- {ml).I in-
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surance adviser in New Ber-
lin, Wis.,, has seen how the
stock market’s swings can set
a VUL policy far off course.
Take the case of clients
who came to him sfier rolling
$325,000 from another Jife-
insurance policy into a VUL
poticy in 1999, With a [2% =s-
sumed annual return, the

death benefitives $10 millior -

and was expected to last at
least through age 100.

Faor that {¢ happen, the
policy needed ta have an ae-
count value today of
850,000, But thanks to the
stockmarket’s weak perform-
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ance during the past decads
and fees taken by the thsurey,
it’s just $225000.

if the clients, jow age 65,
don't pay any more premi-
ums, the policy could expire,

9 worthless whan the clients

reach age 78.

In order 2o get back, zothe
original caveraga, the chents
{would to need to pay premi-
ums of $64,000 a year untyl
age 100, ifthey didn’t wantio
pay any mcere prembons, but
wanteg the caverage to last
the rest of their lives, they
could reduce the death beneg-
fit to S2.7 miltion. “Ir's very
punitive once you fall be-
Tind,” says Mr. Witk

Even basic -universal-life
palicies are fealing the pinch
as the lower long-term inter-
est rates of the past two de-
cades have reduced the dlvi-
dends that insurers pay.

© Of course, should inter-
2st rates rise and stocks ea-
fer into & long bull market,
these forees will reverse and
benefit untversal-life palicy-
holders.

Emall: encore@ws|.com

Co}npma,y, fne. Al Ry

Henry Montag Associates
The Ommni

332 Egrle Ovingtar Slvd. .
Unioadala, NY 11659

| Sults 402

Emaif: HMontagt @aol.com
Wabsita: wwiv.inancialforumslng.com

./fff é{ﬂf Wﬂ%*/ s

,;.{ Z}}/Z /é‘/f’ﬂrf
Ay

Henayp CLTC

m Erer3 Mﬂ; Bhear-aff Fowvice %



