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TT HEHE SOUNDSOUND ofof screechingscreeching brakesbrakes onon anan interstateinterstate highway,highway, aa widowwidow 
gettinggetting herher firstfirst jobjob atat ageage 55,55, andand aa youngyoung manman droppingdropping outout ofof 

collegecollege manymany notnot appearappear toto havehave anythinganything inin common.common. However,However, thesethese 
threethree isolatedisolated incidentsincidents broughtbrought threethree differentdifferent familiesfamilies toto usus askingasking 
forfor informationinformation onon lifelife insuranceinsurance andand theirtheir individualindividual family'sfamily's ecoeco
nomicnomic securitysecurity program.program. 

WhenWhen Mr.Mr. Baron,Baron, whowho waswas onon aa businessbusiness trip,trip, heardheard thethe brakesbrakes 
screechscreech andand thenthen watchedwatched thethe automobileautomobile crashcrash thatthat killedkilled thethe parentsparents 
ofof twotwo youngyoung children,children, hehe beganbegan toto thinkthink aboutabout hishis ownown family.family. WhatWhat 
wouldwould happenhappen toto hishis twotwo daughtersdaughters ifif hehe andand hishis wifewife werewere toto diedie sudsud
denly?denly? WhereWhere wouldwould theythey live?live? WhoWho wouldwould paypay forfor theirtheir food,food, theirtheir 
clothing,clothing, thethe restrest ofof theirtheir everydayeveryday expenses?expenses? HeHe decideddecided itit waswas timetime 
forfor aa talktalk withwith hishis wife.wife. 

Mr.Mr. andand Mrs.Mrs. ClarkClark sawsaw thethe "brave""brave" looklook onon theirtheir neighbor'sneighbor's faceface 
whenwhen sheshe gotgot herher firstfirst jobjob atat ageage 5555 shortlyshortly afterafter herher husbandhusband died.died. 
TheyThey sawsaw herher givegive upup herher membershipmembership inin manymany organizationsorganizations andand symsym
pathizedpathized withwith herher whenwhen sheshe saidsaid sheshe waswas justjust tootoo tiredtired toto joinjoin themthem forfor 
anan evening'sevening's entertainment.entertainment. TheyThey watchedwatched herher trytry toto makemake herher smallsmall 
earningsearnings paypay thethe mortgagemortgage andand buybuy herher foodfood andand clothingclothing asas wellwell asas 
paypay forfor herher otherother livingliving expenses.expenses. TheThe ClarksClarks decideddecided theythey wantedwanted 
sosomeme adviceadvice onon providingproviding forfor l\/[rs.l\/[rs. ClarkClark inin casecase Mr.Mr. ClarkClark werewere toto diedie 
prematurely.prematurely. 

BobBob PricePrice couldn'tcouldn't believebelieve itit whenwhen hehe heardheard thatthat GaryGary Williams,Williams, whowho 
waswas planningplanning toto bebe aa doctor,doctor, hadhad droppeddropped outout ofof collegecollege inin hishis freshmanfreshman 
year.year. ThisThis happenedhappened shortlyshortly afterafter thethe deathdeath ofof Gary'sGary's father,father, whowho hadhad 
beenbeen Bob'sBob's businessbusiness partner.partner. BobBob foundfound outout thatthat hishis partnerpartner hadhad leftleft 
justjust enoughenough insuranceinsurance toto paypay hishis burialburial expensesexpenses andand toto meetmeet thethe mortmort
gagegage payments.payments. SinceSince hishis widowwidow neededneeded somesome additionaladditional trainingtraining beforebefore 
sheshe couldcould earnearn enoughenough moneymoney toto supportsupport thethe family,family, itit waswas decideddecided thatthat 
thethe bestbest solutionsolution waswas forfor thethe oldestoldest sonson toto interruptinterrupt hishis education.education. BobBob 
PricePrice didn'tdidn't wantwant thatthat toto happenhappen toto hishis wifewife andand children.children. 

TheThe typetype ofof informationinformation wewe gavegave thesethese threethree familiesfamilies concerningconcerning 
thethe useuse ofof lifelife insuranceinsurance protectionprotection toto meetmeet thethe changingchanging needsneeds ofof theirtheir 
familiesfamilies acrossacross thethe familyfamily lifelife cyclecycle isis includedincluded inin thisthis circular.circular. 

LIFLIFEE IINSURANCENSURANCE GIVESGIVES PROTECTIONPROTECTION 

UsuallyUsually familiesfamilies purchasepurchase lifelife insuranceinsurance forfor protection.protection. TheyThey areare 
buyingbuying financialfinancial protectionprotection forfor themselvesthemselves inin thethe eventevent thatthat thethe breadbread
winnerwinner diesdies beforebefore thethe childrenchildren areare grown.grown. InIn addition,addition, somesome familiesfamilies 
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buybuy financialfinancial protectionprotection forfor thethe yearsyears afterafter thethe breadwinner'sbreadwinner's retireretire
ment.ment. MostMost AmericanAmerican familiesfamilies havehave somesome typetype ofof lifelife insuranceinsurance 
coverage.coverage. 

LifeLife insuranceinsurance isis basedbased onon thethe lawlaw ofof largelarge numbers.numbers. ThisThis meansmeans 
thatthat aa largelarge numbernumber ofof familiesfamilies thatthat shareshare thethe commoncommon riskrisk ofof losinglosing 
thethe breadwinnerbreadwinner paypay aa smallsmall amountamount ofof moneymoney (called(called aa premium)premium) 
eacheach year.year. ThenThen thethe dependentsdependents ofof thosethose whowho actuallyactually diedie duringduring thatthat 
yearyear receivereceive aa muchmuch largerlarger amountamount ofof moneymoney thanthan thethe annualannual premiumspremiums 
theythey havehave beenbeen paying.paying. TheThe lifelife insuranceinsurance company,company, asas itsits partpart inin thethe 
transaction,transaction, calculatescalculates thethe riskrisk ofof thethe insuredinsured dyingdying duringduring thethe yearyear 
(using(using mortalitymortality tables),tables), collectscollects premiumspremiums fromfrom thethe personspersons sharingsharing 
thethe risk,risk, andand handleshandles paymentspayments toto beneficiariesbeneficiaries ofof insuredinsured individualsindividuals 
whowho die.die. 

TheThe typetype ofof financialfinancial protectionprotection aa familyfamily needsneeds variesvaries withwith familyfamily 
income,income, resources,resources, goals,goals, composition,composition, andand stagestage inin thethe familyfamily lifelife cycle.cycle. 
UsedUsed correctly,correctly, lifelife insuranceinsurance cancan makemake aa valuablevaluable contributioncontribution toto 
familyfamily economiceconomic security.security. WhenWhen usedused unwisely,unwisely, however,however, itit cancan bebe anan 
excessiveexcessive draindrain onon familyfamily financesfinances and,and, indirectly,indirectly, onon familyfamily happinesshappiness 
andand satisfaction.satisfaction. 

FORMSFORMS OFOF POLICIESPOLICIES 

LifeLife insuranceinsurance protectionprotection cancan bebe purchasedpurchased inin fourfour differentdifferent 
formsforms -- ordinary,ordinary, group,group, industrial,industrial, andand credit.credit. DifferentDifferent typestypes ofof inin
surancesurance policiespolicies -- straightstraight life,life, limitedlimited payment,payment, term,term, endowmentendowment
areare writtenwritten underunder oneone oror moremore ofof thethe differentdifferent formsforms ofof lifelife insurance.insurance. 

OrdinaryOrdinary LifeLife InsuranceInsurance 

ThisThis isis thethe most-usedmost-used formform ofof lifelife insuranceinsurance inin thethe UnitedUnited StatesStates 
today.today. ItIt accountedaccounted forfor overover halfhalf thethe totaltotal amountamount ofof lifelife insuranceinsurance 
inin forceforce inin 1965.1965. FamiliesFamilies purchasepurchase ordinaryordinary lifelife insuranceinsurance policiespolicies onon 
anan individualindividual basisbasis fromfrom anan agent,agent, usuallyusually inin amountsamounts ofof $1,000$1,000 oror more.more. 
TheyThey thenthen paypay premiumspremiums toto thethe insuranceinsurance companycompany annually,annually, semisemi
annuaily,annually, quarterly,quarterly, oror monthly.monthly. MostMost typestypes ofof lifelife insuranceinsurance policiespolicies 
(straight(straight life,life, limitedlimited paymentpayment life,life, term,term, andand endowment)endowment) maymay bebe 
purchasedpurchased onon anan individualindividual basisbasis asas ordinaryordinary lifelife insurance.insurance. 

GroupGroup LifeLife InsuranceInsurance 

usuThisThis formform ofof lifelife insuranceinsurance isis availableavailable toto aa groupgroup ofof persons,persons, usu
allyally throughthrough organizationsorganizations suchsuch asas businesses,businesses, industrialindustrial firms,firms, oror govgov
ernmentalernmental units.units. ItIt isis thethe secondsecond largestlargest formform inin termsterms ofof thethe totaltotal 
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amountamount ofof lifelife insuranceinsurance inin forceforce inin thethe UnitedUnited States.States. SometimesSometimes emem
ployersployers paypay allall oror partpart ofof thethe costcost ofof groupgroup insurance.insurance. OfOf thethe fourfour 
formsforms ofof insurance,insurance, groupgroup lifelife insuranceinsurance costscosts thethe leastleast forfor aa givengiven 
amountamount ofof protection,protection, andand isis usuallyusually availableavailable withoutwithout aa medicalmedical examiexami
nation.nation. ItIt isis usuallyusually termterm insurance.insurance. WhenWhen employeesemployees leaveleave theirtheir comcom
panypany oror group,group, oftenoften theythey areare givengiven thethe opportunityopportunity ofof convertingconverting thethe 
groupgroup insuranceinsurance coveragecoverage intointo somesome typetype ofof permanentpermanent coveragecoverage onon anan 
individualindividual basis.basis. llVlanyVlany policiespolicies maymay aalsolso bebe continuedcontinued intointo retirement,retirement, 
dependingdepending onon thethe groupgroup plan.plan. 

IndustrialIndustrial LifeLife InsuranceInsurance 

IndustrialIndustrial lifelife insuranceinsurance policiespolicies usuallyusually areare issuedissued forfor amountsamounts 
underunder $1,000.$1,000. AnAn agentagent cacallllss atat thethe homehome ofof thethe policyholderpolicyholder everyevery 
weekweek oror everyevery monthmonth toto collectcollect thethe premiums.premiums. ForFor aa givengiven amountamount ofof 
protection,protection, industrialindustrial insuranceinsurance isis usuallyusually muchmuch moremore costlycostly thanthan eithereither 
ordinaryordinary oror groupgroup insurance.insurance. PartPart ofof thethe costlinesscostliness isis duedue toto thethe highhigh 
costcost ofof premiumpremium collection.collection. Also,Also, peoplepeople whowho taketake outout industrialindustrial inin
surancesurance tendtend toto havehave aa highhigh mortalitymortality rate.rate. 

ThisThis formform ofof lifelife insuranceinsurance isis decreasingdecreasing inin importanceimportance inin thethe 
UnitedUnited StatesStates today,today, probablyprobably becausebecause ofof thethe increasedincreased abilityability ofof thethe 
AmericanAmerican workerworker toto paypay largerlarger premiumspremiums atat lelessss frequentfrequent intervals.intervals. 

CreditCredit LifeLife InsuranceInsurance 

CreditCredit lifelife insuranceinsurance isis thethe fastestfastest growinggrowing formform ofof lifelife ininssurance.urance. 
II tt isis usuallyusually issuedissued throughthrough banks,banks, retailretail stores,stores, financefinance companies,companies, oror 
creditcredit unions,unions, andand isis usedused toto guaranteeguarantee thatthat debtsdebts oror loansloans willwill bebe repaidrepaid 
ifif thethe borrowerborrower dies.dies. ThisThis typetype ofof policypolicy protectsprotects thethe borrowerborrower andand 
hishis familyfamily asas wewellll asas thethe lender.lender. 

IllinoisIllinois lawlaw setssets aa maximummaximum onon thethe amountamount thatthat loanloan companiescompanies 
maymay chargecharge forfor lifelife insuranceinsurance andand healthhealth andand accidentaccident insuranceinsurance policiespolicies 
whenwhen thesethese areare partpart ofof thethe loan.loan. WhenWhen thethe borrowerborrower takestakes outout creditcredit 
lifelife insuranceinsurance asas partpart ofof hishis loloan,an, hehe mustmust oftenoften paypay interestinterest onon thethe 
premIUm.premIUm. 

TYPESTYPES ANDAND USESUSES OFOF LIFELIFE INSURANCEINSURANCE POLICIESPOLICIES 

AsAs indicatedindicated above,above, therethere areare fourfour basicbasic typestypes ofof lifelife insuranceinsurance 
policies.policies. TheseThese areare term,term, straightstraight life,life, limitedlimited paymentpayment life,life, andand endowendow
ment.ment. AlthoughAlthough therethere areare manymany differentdifferent namesnames forfor policies,policies, suchsuch asas 
familyfamily incomeincome ppllan,an, retirementretirement plan,plan, andand mortgagemortgage insurance,insurance, thesethese 
areare justjust combinationscombinations oror variationsvariations ofof thethe fourfour basicbasic typestypes ofof insurance.insurance. 
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TermTerm InsuranceInsurance 

AA termterm policypolicy protectsprotects thethe policyholder'spolicyholder's beneficiariesbeneficiaries ifif hehe diesdies 
withinwithin aa specifiedspecified periodperiod ofof timetime statedstated inin thethe policy.policy. ForFor example,example, ifif aa 
personperson takestakes outout aa five-yearfive-year termterm policy,policy, thethe beneficiarybeneficiary hashas financialfinancial 
protectionprotection againstagainst thethe policyholder'spolicyholder's deathdeath duringduring thethe fivefive years,years, butbut 

longer. IfIf thethe policyholderpolicyholder stillstill needsneeds protectionprotection atat thethe endend ofofforfor nono longer. 

thethe five-yearfive-year periodperiod andand ifif hehe isis stillstill anan acceptableacceptable risk,risk, hehe cancan taketake outout 

anotheranother policy.policy. 


SpecialSpecial clauses.clauses. TwoTwo specialspecial clausesclauses areare availableavailable whichwhich addadd toto thethe 
costcost ofof termterm insuranceinsurance butbut whichwhich givegive thethe familyfamily thethe opportunityopportunity toto 
continuecontinue protectionprotection beyondbeyond thethe termterm ofof thethe policy.policy. 

AA renewablerenewable clauseclause givesgives thethe policyholderpolicyholder thethe rightright toto renewrenew hishis 
policypolicy withoutwithout aa medicalmedical examinationexamination forfor anotheranother periodperiod ofof time.time. 

AA convertibleconvertible clauseclause givesgives thethe policyholderpolicyholder thethe rightright toto convertconvert hishis 
termterm insuranceinsurance toto straightstraight lifelife oror somesome otherother permanentpermanent plan.plan. 

UsesUses ofof termterm insurance.insurance. TermTerm insuranceinsurance willwill serveserve youryour familyfamily adeade
onlyquatelyquately only whenwhen youryour needneed forfor protectionprotection willwill expireexpire atat thethe samesame timetime 

asas thethe termterm policy.policy. ForFor example,example, youryour familyfamily cancan useuse termterm insuranceinsurance 
toto advantageadvantage whenwhen youyou havehave aa temporarytemporary needneed forfor extraextra financialfinancial propro
tection.tection. ItIt cancan alsoalso bebe usedused whenwhen youryour familyfamily isis temporarilytemporarily pressedpressed 
forfor moneymoney andand termterm insuranceinsurance isis allall youyou cancan affordafford ifif youyou areare toto obtainobtain 
thethe amountamount ofof protectionprotection needed.needed. 

need. AA familyfamily thatthat hashas aa mortgagemortgage onon itsitsExamplesExamples ofof temporarytemporary need. 
homehome cancan insureinsure thethe lifelife ofof thethe breadwinnerbreadwinner forfor thethe decreasingdecreasing amountamount 
ofof thethe mortgage.mortgage. IfIf thethe breadwinnerbreadwinner dies,dies, thethe homehome willwill bebe paidpaid offoff inin 
full.full. 

AA fatherfather whowho dependsdepends onon hishis currentcurrent incomeincome toto keepkeep hishis childchild inin 
collegecollege cancan insureinsure hishis ownown lifelife forfor thethe amountamount neededneeded toto completecomplete thethe 
child'schild's education. 

TheThe farmfarm familyfamily inin debtdebt forfor equipment,equipment, machinery,machinery, oror stockstock cancan 
insureinsure thethe farmer'sfarmer's lifelife soso thatthat ifif hehe shouldshould diedie thethe debtdebt wouldwould bebe paidpaid 
inin full.full. 

TemporaryTemporary financialfinancial condition.condition. SometimesSometimes aa familyfamily purchasespurchases termterm 
insuranceinsurance becausebecause itit fitsfits itsits pocketbookpocketbook ratherrather thanthan thethe family'sfamily's needs.needs. 
OftenOften thethe familyfamily plansplans toto convertconvert thethe termterm insuranceinsurance intointo aa permanentpermanent 
policypolicy formform asas moremore moneymoney becomesbecomes availableavailable forfor premiums.premiums. 

YoungYoung couples,couples, forfor example,example, whowho havehave onlyonly aa smallsmall amountamount ofof 
mopeymopey toto budgetbudget forfor insuranceinsurance butbut whowho havehave aa largelarge protectionprotection need,need, 
cancan 'useuse termterm insuranceinsurance toto advantage.advantage. 

education. 
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EstablishedEstablished families,families, whowho needneed moremore protectionprotection againstagainst deathdeath thanthan 
theythey cancan affordafford toto purchasepurchase onon aa permanentpermanent plan,plan, cancan useuse termterm insurinsur
anceance toto obtainobtain adequateadequate protectionprotection againstagainst prematurepremature deathdeath ofof thethe breadbread
winner.winner. However,However, thisthis maymay meanmean thatthat theythey mustmust sacrifice,sacrifice, inin wholewhole oror 
inin part,part, oldold ageage protectionprotection forfor thethe breadwinnerbreadwinner andand hishis wife.wife. 

StraightStraight LifeLife 

ThisThis isis thethe basicbasic typetype policypolicy whichwhich furnishesfurnishes thethe maximummaximum amountamount 
ofof permanentpermanent deathdeath protectionprotection atat thethe lowestlowest annualannual permium.permium. StraStraiight,ght, 
oror ordinaryordinary lifelife asas itit isis sometimessometimes called,called, providesprovides deathdeath protectionprotection 
throughoutthroughout lifelife withwith premiumspremiums payablepayable continuouslycontinuously untiluntil thethe policypolicy
holderholder dies.dies. ThisThis isis aa versatileversatile policy,policy, sincesince itit containscontains aa savingssavings elementelement 
(cas(cashh value).value). WithWith thisthis typetype ofof policypolicy thethe individualindividual cancan protectprotect 
againstagainst thethe twintwin dangersdangers ofof prematurepremature deathdeath andand ofof lossloss ofof incomeincome 
throughthrough oldold age.age. 

CashCash value.value. TheThe cashcash valuevalue whichwhich thethe straightstraight lifelife insuranceinsurance policypolicy 
buildsbuilds upup maymay bebe usedused inin severalseveral differentdifferent ways.ways. ForFor example,example, itit maymay 
bebe uusedsed toto borrowborrow moneymoney fromfrom thethe lifelife insuranceinsurance company.company. TheThe loanloan 
mustmust bebe repaidrepaid withwith interest,interest, oror thethe amountamount ofof thethe loanloan willwill bebe deducteddeducted 
fromfrom thethe faceface valuevalue ofof thethe policypolicy uponupon deathdeath ofof thethe policyholder,policyholder, thusthus 
reducingreducing thethe benefits.benefits. TheThe policypolicy thatthat hashas aa cashcash valuevalue maymay alsoalso bebe 
usedused asas securitysecurity forfor aa loanloan fromfrom aa bank.bank. 

""ManyMany insuranceinsurance policiespolicies havehave specialspecial clausesclauses oror optionsoptions thatthat allowallow 
thethe cashcash valuevalue toto bebe usedused inin otherother ways.ways. IfIf thethe policyholderpolicyholder cancan nono 
longerlonger continuecontinue toto paypay thethe premiums,premiums, thethe policypolicy cancan bebe convertedconverted intointo 
aa paid-uppaid-up policypolicy forfor aa lowerlower amount.amount. OrOr thethe policypolicy cancan bebe surrenderedsurrendered 
andand thethe cascashh valuevalue takentaken inin aa lumplump sum.sum. SometimesSometimes thethe fullfull amountamount ofof 
thethe policypolicy cancan bebe keptkept inin forceforce forfor aa limitedlimited timetime byby convertingconverting toto termterm 
msurance.msurance. 

LimiLimitedted PaymentPayment LifeLife 

InIn thethe limitedlimited paymentpayment typetype ofof policy,policy, protectionprotection isis forfor thethe entireentire 
lifelife ofof thethe insured,insured, butbut premiumspremiums areare payablepayable forfor aa statedstated periodperiod ofof 
time,time, suchsuch asas 1010 years,years, 2020 years,years, 3030 years,years, oror untiluntil thethe insuredinsured reachesreaches 
aa givengiven age,age, ssuchuch asas 6060 oror 65.65. ForFor aa givengiven amountamount ofof protectionprotection thethe 
annualannual premiumpremium raterate isis higherhigher forfor limitedlimited paymentpayment lifelife thanthan forfor straightstraight 
lifelife insurance,insurance, sincesince premiumspremiums areare paidpaid onlyonly forfor aa definitedefinite numbernumber ofof 
years.years. ThisThis meansmeans thatthat thethe cashcash valuevalue ofof thethe policypolicy buildsbuilds upup atat aa 
fasterfaster raterate forfor thethe limitedlimited paymentpayment lifelife thanthan forfor thethe straightstraight lifelife mm
surancesurance policy.policy. 
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TheThe majormajor objectionobjection toto limitedlimited paymentpayment lifelife insuranceinsurance isis thatthat somesome 
familiesfamilies maymay bebe buildingbuilding upup aa savingssavings fundfund whenwhen thethe realreal needneed inin theirtheir 
insuranceinsurance programprogram isis forfor protectionprotection againstagainst prematurepremature death.death. FamiliesFamilies 
shouldshould considerconsider thisthis pointpoint whenwhen selectingselecting thisthis typetype ofof policy.policy. 

EndowmentEndowment 

TheThe endowmentendowment policypolicy offersoffers insuranceinsurance protectionprotection againstagainst deathdeath 
forfor aa specifiedspecified periodperiod ofof time.time. ThisThis typetype ofof policypolicy isis likelike aa savingssavings fundfund 
protectedprotected byby termterm insurance.insurance. TheThe policyholderpolicyholder decidesdecides thatthat hehe wantswants 
toto buildbuild upup aa certaincertain amountamount ofof moneymoney byby thethe endend ofof aa givengiven numbernumber 
ofof years.years. InIn aa sense,sense, thethe insuranceinsurance companycompany establishesestablishes aa savingssavings fundfund 

toto whichwhich hehe contributescontributes regularlyregularly andand onon interest isforfor himhim whichwhich interest is 
compounded,compounded, usuallyusually annually.annually. livesIfIf thethe policyholderpolicyholder lives toto thethe endend ofof 
thethe specifiedspecified period,period, hehe willwill havehave accumulatedaccumulated thethe amountamount ofof cashcash dede
siredsired.. reIfIf hehe diesdies beforebefore thethe endend ofof thatthat period,period, hishis beneficiarybeneficiary willwill re
ceiveceive thethe faceface amountamount ofof thethe policy.policy. 

TheThe familyfamily thatthat considersconsiders usingusing thethe endowmentendowment policypolicy shouldshould bebe 
hascertaincertain thatthat itsits needneed forfor protectionprotection againstagainst prematurepremature deathdeath has beenbeen 

fairlyfairly wellwell filled.filled. shouldInIn addition,addition, thethe familyfamily should havehave aa specificspecific needneed 
forfor cashcash atat aa givengiven timetime inin thethe future.future. 

PerhapsPerhaps thethe mostmost importantimportant useuse ofof endowmentsendowments isis toto provideprovide rere
tirementtirement income.income. ForFor example,example, ifif aa manman investsinvests $125$125 aa yearyear inin anan 

heendowmentendowment policypolicy fromfrom thethe timetime he isis 2525 untiluntil hehe isis 65,65, hehe willwill bebe propro
hevidingviding $5,000$5,000 worthworth ofof protectionprotection forfor hishis dependentsdependents untiluntil he reachesreaches 

65.65. AtAt thatthat timetime hehe willwill startstart receivingreceiving $33.75$33.75 aa monthmonth retirementretirement inin
come,come, whichwhich willwill continuecontinue forfor thethe restrest ofof hishis life.life. 

SometimesSometimes anan endowmentendowment policypolicy cancan bebe usedused toto buildbuild upup aa fundfund 
numberforfor payingpaying offoff aa debtdebt thatthat willwill fallfall duedue atat thethe endend ofof aa givengiven number ofof 

used accumulateyears.years. ThisThis isis oneone meansmeans used toto accumulate fundsfunds byby thosethose whowho findfind 
itit difficultdifficult toto save.save. 

Limitations. TheThe limitationslimitations ofof thethe endowmentendowment policypolicy arisearise fromfrom itsLimitations. its 
incorrectincorrect use.use. sumTheThe temptationtemptation ofof havinghaving aa largelarge sum ofof cashcash atat thethe endend 

many thi sofof aa relativelyrelatively shortshort periodperiod ofof timetime leadsleads many familiesfamilies toto purchasepurchase this 
protection. TheThe prepreplanplan whenwhen theirtheir realreal needneed isis forfor premature-deathpremature-death protection. 

miummium raterate forfor endowmentendowment insuranceinsurance isis higherhigher thanthan itit isis forfor thethe otherother 
typestypes ofof policiespolicies discusseddiscussed above.above. WhateverWhatever happens,happens, thethe policyholderpolicyholder 
pays HeHe payspayspays forfor thethe portionportion ofof thethe policypolicy onon whichwhich hehe didn'tdidn't collect:collect: 

endowmentforfor thethe termterm portionportion ifif hehe lives,lives, andand forfor thethe purepure endowment portionportion ifif 
hehe dies.dies. haveIfIf hehe dies,dies, hishis familyfamily probablyprobably wouldwould have beenbeen betterbetter offoff 
withwith purepure termterm insurance.insurance. IfIf hehe lives,lives, hehe probablyprobably wouldwould havehave beenbeen 
betterbetter offoff withwith aa savingssavings account.account. 
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LIFELIFE INSURANCEINSURANCE NEEDSNEEDS ACROSSACROSS THETHE LIFELIFE CYCLECYCLE 

TheThe SingSing llee PersonPerson 

AA singlesingle personperson doesdoes notnot needneed muchmuch lifelife insuranceinsurance ifif hehe isis selfself
supportingsupporting andand hashas nono dependents.dependents. InIn general,general, hehe shouldshould carrycarry enoughenough 
insuranceinsurance toto taketake carecare ofof hishis finalfinal expensesexpenses andand toto protectprotect hishis creditorscreditors 
byby coveringcovering hishis debtsdebts -- loansloans forfor education,education, automobileautomobile financing,financing, oror aa 
homehome mortgage,mortgage, forfor example.example. TermTerm insuranceinsurance couldcould bebe usedused forfor allall ofof 
thesethese exceptexcept finalfinal expenses.expenses. 

SometimesSometimes thethe youngyoung singlesingle personperson willwill bebe encouragedencouraged toto buybuy inin
surancesurance earlyearly inin orderorder toto getget lowerlower premiums.premiums. ItIt isis generallygenerally truetrue that,that, 
thethe youngeryounger thethe insured,insured, thethe lowerlower thethe premiumspremiums forfor aa givengiven typetype ofof 
insurance.insurance. OneOne reasonreason isis thatthat thethe savingssavings partpart ofof anan insuranceinsurance policypolicy 
isis spreadspread overover aa longerlonger periodperiod ofof time.time. (This(This doesdoes notnot applyapply toto termterm 
insurance,insurance, whichwhich buildsbuilds upup nono savings.)savings.) InIn addition,addition, thethe youngeryounger thethe 
person,person, thethe lowerlower isis thethe riskrisk ofof hishis death.death. However,However, thethe singlesingle individualindividual 
maymay bebe payingpaying forfor protectionprotection hehe doesdoes notnot needneed justjust toto getget lowerlower prepre
miumsmiums throughoutthroughout life.life. 

IfIf thethe singlesingle personperson hashas dependentdependent agedaged parents,parents, hehe maymay wishwish toto 
provideprovide financialfinancial protectionprotection forfor themthem inin thethe eventevent ofof hishis death.death. ThisThis 
needneed forfor protectionprotection couldcould applyapply duringduring anyany stagestage ofof thethe familyfamily lifelife 
cycle.cycle. 

EstablishmentEstablishment ofof thethe FamilyFamily StageStage (No(No Children)Children) 

InsuranceInsurance needsneeds ofof thethe newlynewly marriedmarried couplecouple withwith nono dependentsdependents areare 
veryvery likelylikely thethe samesame asas forfor thethe singlesingle person.person. 

TheThe businessman,businessman, thethe professionalprofessional man,man, oror thethe farmerfarmer whowho borrowsborrows 
moneymoney toto getget establishedestablished -- toto purchasepurchase equipment,equipment, supplies,supplies, oror livestock,livestock, 
forfor exampleexample -- shouldshould covercover loansloans withwith insuranceinsurance toto protectprotect hishis wifewife 
asas wellwell asas hishis creditors.creditors. TermTerm insuranceinsurance shouldshould bebe consideredconsidered toto fillfill 
thesethese needs.needs. 

TheThe couplecouple thatthat purchasespurchases householdhousehold equipmentequipment andand furnishings,furnishings, 
anan automobile,automobile, oror otherother merchandisemerchandise onon thethe deferreddeferred paymentpayment planplan 
shouldshould considerconsider thethe purchasepurchase ofof decreasingdecreasing termterm insuranceinsurance toto covercover 
thethe periodperiod ofof thethe loan.loan. ThisThis typetype ofof insuranceinsurance cancan alsoalso bebe usedused forfor 
mortgagemortgage protectionprotection ifif aa homehome isis purchasedpurchased onon thethe deferreddeferred paymentpayment 
plan.plan. 

InIn thisthis stagestage ofof thethe familyfamily lifelife cycle,cycle, thethe couplecouple shouldshould trytry toto savesave 
forfor thethe future.future. OftenOften thethe wifewife andand thethe husbandhusband areare bothboth working.working. 
SomeSome couplescouples trytry toto livelive onlyonly onon thethe husband'shusband's incomeincome andand savesave thethe 
wife'swife's forfor emergenciesemergencies oror forfor expensesexpenses expectedexpected laterlater whenwhen thethe childrenchildren 
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when While (especiallyareare bornborn oror when aa homehome isis purchased.purchased. While insuranceinsurance (especially enen
future,dowmentdowment insurance)insurance) cancan bebe usedused toto savesave forfor thethe future, familiesfamilies shouldshould 

investigateinvestigate otherother formsforms ofof savingssavings beforebefore purchasingpurchasing policies.policies. 
investedProbablyProbably savingssavings cancan bebe invested moremore profitablyprofitably inin otherother safesafe andand 

conservativeconservative waysways thanthan inin insurance.insurance. ForFor example,example, thethe tabletable belowbelow 
shows $100 investedshows howhow $100 aa yearyear invested inin aa savingssavings account,account, leftleft toto accumuaccumu
late interestlate atat anan interest raterate ofof 44 percentpercent perper yearyear withwith interestinterest compoundedcompounded 
annually, increasesannually, increases inin valuevalue throughthrough thethe years.years. 

regularlyAnotherAnother wayway toto savesave regularly isis toto useuse payrollpayroll deductiondeduction plansplans toto 
buybuy governmentgovernment savingssavings bonds.bonds. is especiallyThisThis methodmethod is especially helpfulhelpful forfor 
couples oncouples thatthat findfind itit difficultdifficult toto savesave moneymoney on theirtheir own.own. 

GrowthGrowth ofof $100$100 aa YearYear atat 44 PercentPercent InterestInterest CompoundedCompounded 
AnnuallyAnnually andand LeftLeft toto AccumulateAccumulate 

AtAt thethe ActualActual amountamount AmountAmount inin 
of:endend of : depositeddeposited accountaccount 

.. ....... .. ...............11 yearyear .... ... .... .............. . .. $$ 100100 $$ 104.00104.00 
...................... . ..55 yearsyears . .. .. .................... .. 500500 563.31563.31 

................. ..1010 yearsyears .... .. ........ .. .. .. ... .. . . .. 1,0001,000 1,248.641,248.64 
years2020 years ................................................ .. 2,0002,000 3,096.933,096.93 

" . . .. . ......... . .......3030 yearsyears . ..... .. ... ......... .... .. 3,0003,000 5,832.855 ,832 .85 
.................. . . ...4040 yearsyears ....... .. .............. .. .. 4,0004,000 9,8829 ,882 ..6767 
........................4545 yearsyears .. . . ...... .. . ... .. . ..... .. 4,5004,500 12,587.0812,587.08 

PreschoolPreschool andand ElementaryElementary SchoolSchool StagesStages 

young,WhileWhile thethe childrenchildren areare young, thethe deathdeath ofof thethe fatherfather usuallyusually isis thethe 
greatestgreatest hazardhazard facedfaced byby thethe family.family . youngEvenEven thoughthough thethe young mothermother 
may ablemay bebe workingworking oror maymay bebe able toto provideprovide incomeincome forfor thethe familyfamily ifif 

father is for her toto leaveleave homehome duringduring thethethethe father dies,dies, itit is moremore difficultdifficult fo r her 
elementary schoolpreschoolpreschool andand elementary school stagesstages thanthan atat anyany otherother timetime duringduring 

thethe familyfamily li fe cycllife cycle.e. Therefore,Therefore, youngyoung familiesfamilies usuallyusually needneed aa greatgreat 
dealdeal ofof incomeincome protectionprotection fromfrom lifelife insurance.insurance. AtAt thethe samesame time,time, theythey 

smallhavehave relativelyrelatively small fundsfunds forfor providingproviding thisthis protection.protection. 
IfIf youryour life arearefamilyfamily fitsfits intointo thethe earlyearly li fe cyclecycle stages,stages, herehere somesome 

minImUmsuggestionssuggestions forfor gettinggetting thethe majormajor protectionprotection youyou needneed withwith minimum 
expenditures:expenditures: 

WhatWhat protectionprotection shouldshould youyou buy?buy? TheThe mostmost importantimportant insuranceinsurance 
need forfor mostmost insure thethe lifelife ofof thethe salesole oror principalneed familiesfamilies isis toto insure principal 
earner usuallyearner -- usually thethe father.father. SoSo taketake carecare ofof thisthis needneed beforebefore youyou buybuy 

member.insuranceinsurance forfor anyany otherother familyfamily member. 
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IfIf burialburial expeexpennsesses forfor thethe wifewife cannotcannot bebe metmet outout ofof currentcurrent inin
come,come, bubuyy aa $1,000$1,000 straightstraight lifelife policypolicy onon herher life.life. IfIf thethe wifewife worksworks ,, 
youryour familyfamily mightmight wantwant toto considerconsider ininssuringuring againstagainst thethe lossloss ofof herher 
incomeincome asas wellwell asas agaagaininstst hherer death.death. YourYour familyfamily sshouldhould aa llsoso considerconsider 
whetherwhether itit cancan meetmeet thethe costcost ofof caringcaring forfor thethe childrenchildren outout ofof currentcurrent 
incomeincome ifif thethe mothermother werewere toto die.die. 

LookLook aheadahead toto thethe protectionprotection yoyouu willwill wantwant forfor thethe posposssibleible widowwidow 
betweenbetween thethe timetime thethe llastast chichi ldld reachesreaches 1818 andand thethe timetime whenwhen sheshe isis 
eeliligibgibllee forfor sociasociall secursecur itityy oror otherother rretetiremiremeentnt benefitsbenefits .. TheThe amountamount 
neededneeded wiwillll ofof coursecourse vavarryy withwith thethe individualindividual abilityability andand qualificationsqualifications 
ofof thethe wifewife toto ssupupportport herselfherself duringduring thisthis periodperiod.. 

SinceSince thethe riskrisk ofof thethe chichi ldrldren'sen's deathdeath isis soso smallsmall andand thetheyy havehave nono 
incomeincome toto protect,protect, consideconsiderr buyingbuying insuranceinsurance onon themthem ononllyy afterafter thethe 
parentsparents areare adeqadequuateatellyy protectedprotected .. 

WhatWhat formsforms oror typestypes toto buy?buy? IfIf yoyouu cancan qualifyqualify forfor groupgroup lifelife inin
ssururanceance (incl(includinudingg veterans'veterans' insurinsurance),ance), buybuy thisthis formform firstfirst .. ToTo keepkeep 
thethe costcost ofof yoyourur ininssururanceance atat aa minimum,minimum, bubuyy termterm insurancinsurancee withwith 
aa renewablerenewable clause.clause. RenewableRenewable termterm ininssurancurance,e, preferabpreferabllyy forfor aa dede
creascreasiningg amoamountunt,, shoshoulduld serveserve yoyourur famfam ililyy quitequite wellwell duringduring thisthis period,period, 
particularlyparticularly ifif thethe needneed forfor inincomecome protectionprotection iiss quitequite largelarge inin relationrelation toto 
whatwhat youyou cancan pay.pay. ThisThis typetype ofof insuranceinsurance cancan aa llsoso bebe usedused toto provideprovide 
thethe protectionprotection neededneeded forfor thethe possiblepossible widowwidow afteafterr thethe childrenchildren reachreach 118.8. 

ToTo keepkeep youryour insuranceinsurance programprogram flexible,flexible, considerconsider bubuyyinging severalseveral 
smasmallllerer policiespolicies ratherrather thanthan oneone oror twotwo llaargrgee ones.ones. ByBy doingdoing this,this, youyou 
cancan spreadspread outout thethe premiumpremium duedue datesdates aandnd aarrrraangenge themthem soso thatthat thetheyy 
areare payabpayabllee inin monthsmonths ofof llowerower familyfamily livinlivingg expeexpense.nse. 

SavingSaving moneymoney__ IfIf youryour famifami llyy isis consconsidideeringring purchasingpurchasing lifelife insurinsur
anceance forfor thethe primaryprimary purposepurpose ofof savingsaving monemoney,y, investiinvestigagatete otherother formsforms 
ofof savings.savings. YouYou wiwi llll probablyprobably findfind that,that, ratherrather thanthan investinginvesting aa givengiven 
amountamount ofof moneymoney inin endowmentendowment insuranceinsurance overover aa givengiven periodperiod ofof timetime ,, 
youyou willwill dodo betterbetter byby buyingbuying UU ..SS .. govegovernmentrnment savingssavings bondsbonds oror byby 
puttingputting youryour moneymoney inin aa savingssavings accoaccountunt (s(suchuch asas anan insuredinsured bankbank oror 
savingssavings andand lloanoan associatassociatiion).on). InIn additadditionion ,, yoyouu cancan purchasepurchase aa termterm 
policypolicy toto protectprotect againstagainst llossoss ofof inincomecome.. ProtectionProtection isis usuallyusually whatwhat aa 
famifami llyy needsneeds mostmost whenwhen thethe chichildrldreenn aarree young.young. 

IfIf yoyouu setset upup anan ininssururanceance programprogram thatthat providesprovides forfor tootoo muchmuch 
savingssavings inin relationrelation toto yoyourur protectionprotection needneeds,s, yoyouu maymay findfind youryour familyfamily 
inin thethe samesame positionposition asas manymany otothhersers .. TheyThey ofteoftenn mustmust borrowborrow onon theirtheir 
policiespolicies wwhhenen theythey reachreach aa financialfinancial eemmeergency,rgency, andand thenthen theirtheir protecprotec
tiontion iiss reducedreduced oror llostost entireentirellyy.. OO urur adviceadvice wouldwould bebe toto setset upup seseparateparate 
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systematicsystematic savingssavings programsprograms and protectprotect your familyfamily incomeincome withwith termtermand your
insuranceinsurance ofof aa renewablerenewable type.type. 

HighHigh SchoolSchool andand CollegeCollege StagesStages 
TheThe yearsyears whenwhen thethe childrenchildren areare inin highhigh schoolschool oror college areare goodgoodcollege

timestimes toto re-examinere-examine youryour family'sfamily's needsneeds forfor lifelife insurance.insurance. SinceSince thethe
childrenchildren willwill notnot bebe dependentdependent manymany moremore years, youyou maymay wantwant toto
changechange thethe kindkind oror amountamount ofof protectionprotection youyou areare carrying.carrying.

ByBy thethe timetime thethe childrenchildren areare inin highhigh school,school, thethe mothermother maymay bebe 

years, 

home.workingworking outsideoutside thethe home. SheShe maymay thereforetherefore bebe inin aa betterbetter positionposition toto
herselfprovideprovide incomeincome forfor herself andand thethe familyfamily ifif thethe husbandhusband shouldshould bebe

disableddisabled oror shouldshould die.die. AnyAny family'sfamily's life insuranceinsurance programprogram should bebe
re-examinedre-examined wheneverwhenever thethe wifewife entersenters oror leaves thethe laborlabor forceforce inin orderorder 

life should
leaves 

up-to-date.toto keepkeep thethe family'sfamily's economiceconomic securitysecurity programprogram up-to-date. 

RecoveryRecovery StageStage 

TheThe recoveryrecovery stagestage ofof thethe familyfamily lifelife cyclecycle isis characterizedcharacterized byby thethe
financialfinancial independence ofof thethe children. TheThe wifewife is usuallyusually thethe only dedeindependence children. is only
pendentpendent duringduring thisthis stage,stage, andand sheshe maymay bebe inin thethe labor force.force. IfIf sheshe isislabor

herself ,notnot workingworking oror cannotcannot supportsupport herself, bebe suresure thatthat thethe wifewife isis providedprovided
forfor inin thethe periodperiod betweenbetween thethe possiblepossible deathdeath ofof thethe husbandhusband andand thethe
timetime thatthat sheshe isis eligibleeligible forfor socialsocial securitysecurity oror otherother retirementretirement benefits.benefits.

shouldYourYour familyfamily should makemake aa specialspecial efforteffort toto buildbuild upup savingssavings forfor
retirementretirement duringduring thethe recoveryrecovery period.period. PutPut regularregular amountsamounts intointo U.S.U.S.
GovernmentGovernment bonds,bonds, oror intointo savingssavings accountsaccounts inin banks,banks, savingssavings andand loanloan
associations,associations, oror similarsimilar institutions.institutions. 

RetirementRetirement StageStage 

WhenWhen youyou reachreach retirement,retirement, your family'sfamily's needneed forfor lifelife insuranceinsuranceyour
usually lessisis usually muchmuch less thanthan inin formerformer stages,stages, especiallyespecially ifif husbandhusband andand

eligible socialwifewife areare nearnear thethe samesame age.age. TheThe wifewife maymay bebe eligible forfor social securitysecurity
oror otherother retirementretirement benefitsbenefits ifif thethe husbandhusband werewere toto die.die. TheThe familyfamily
shouldshould considerconsider whetherwhether thesethese benefitsbenefits willwill provideprovide adequately forfor herheradequately

expenses.livingliving expenses. 
DuringDuring thisthis period,period, somesome familiesfamilies purchasepurchase annuitiesannuities whichwhich areare thethe

oppositeopposite ofof lifelife insuranceinsurance -- theythey areare usedused toto insureinsure againstagainst dyingdying tootoo
latelate andand thusthus outlivingoutliving youryour savings.savings. IfIf youyou planplan toto purchasepurchase annuities,annuities,
savesave forfor themthem inin aa savingssavings accountaccount inin insuredinsured banksbanks oror savingssavings andand loanloan 
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associations,associations, notnot asas partpart ofof youryour insurance,insurance, sincesince oftenoften therethere isis aa heavyheavy 
penaltypenalty forfor withdrawal.withdrawal. BuyBuy youryour annuitiesannuities whenwhen youyou areare readyready toto 
retire,retire, andand paypay forfor themthem withwith aa lumplump sum.sum. 

KEEPKEEP YOURYOUR INSURANCEINSURANCE PROGRAMPROGRAM EFFECTIVEEFFECTIVE 

WhenWhen lifelife insuranceinsurance isis usedused toto meetmeet thethe changingchanging needsneeds ofof youryour 
familyfamily acrossacross thethe familyfamily lifelife cycle,cycle, asas discusseddiscussed inin thisthis circular,circular, itit cancan 
bebe oneone ofof thethe mostmost importantimportant partsparts ofof youryour family'sfamily's economiceconomic securitysecurity 
program.program. 

YourYour familyfamily shouldshould considerconsider thethe variousvarious typestypes ofof lifelife insuranceinsurance 
policiespolicies availableavailable toto meetmeet youryour needs.needs. Then,Then, beforebefore youyou buy,buy, checkcheck thethe 
costcost andand featuresfeatures ofof policiespolicies fromfrom differentdifferent companies.companies. Also,Also, readread thethe 
policypolicy beforebefore youyou purchasepurchase itit toto bebe certaincertain thatthat itit includesincludes everythingeverything 
forfor whichwhich youyou havehave asked.asked. 

EveryEvery twotwo oror threethree yearsyears itit isis aa goodgood ideaidea toto looklook overover thethe amountamount 
ofof insuranceinsurance protectionprotection youyou havehave toto seesee ifif youryour insuranceinsurance needsneeds havehave 
changed.changed. CheckCheck toto seesee thatthat additionaladditional membersmembers ofof thethe familyfamily areare propro
tected,tected, ifif youryour lifelife insuranceinsurance programprogram callscalls forfor thisthis protection.protection. BeBe suresure 
thethe beneficiariesbeneficiaries youyou wantwant areare thethe samesame asas thosethose namednamed twotwo yearsyears 
earlier.earlier. 

ItIt isis aa goodgood planplan toto keepkeep youryour insuranceinsurance policiespolicies inin aa placeplace wherewhere 
youryour beneficiariesbeneficiaries cancan locatelocate themthem easilyeasily inin thethe eventevent ofof death.death. ToTo speedspeed 
upup thethe settlementsettlement ofof thethe policies,policies, thethe namename ofof thethe agentagent toto notifynotify inin thethe 
eventevent ofof deathdeath couldcould bebe attachedattached toto thethe policy.policy. IfIf youryour policiespolicies areare 
stolenstolen oror lostlost oror destroyeddestroyed byby fire,fire, youyou cancan askask youryour insuranceinsurance companycompany 
toto issueissue duplicates.duplicates. ThereThere isis nono riskrisk ifif youyou loselose thethe policies,policies, sincesince theythey 
areare ofof valuevalue onlyonly toto thethe family.family. KeepKeep aa listlist ofof thethe policypolicy numbersnumbers inin aa 
differentdifferent placeplace thanthan wherewhere youyou keepkeep thethe policies,policies, soso youyou cancan getget duplidupli
catescates easily.easily. 

AlwaysAlways letlet youryour insuranceinsurance companiescompanies knowknow whenwhen youyou areare changingchanging 
youryour address,address, soso youryour premiumpremium noticenotice willwill notnot getget lost.lost. SomeSome typestypes ofof 
policiespolicies expireexpire andand youryour protectionprotection stopsstops ifif youyou dodo notnot paypay youryour prepre
mm iiurnurn onon time.time. 

InIn general,general, youryour familyfamily getsgets nono moremore thanthan itit payspays forfor whenwhen buyingbuying 
lifelife insurance.insurance. ByBy carefulcareful planning,planning, however,however, youyou maymay getget moremore inin
surancesurance protectionprotection atat thethe timetime youyou needneed itit mostmost withoutwithout increasingincreasing dollardollar 
expenditureexpenditure forfor premiums.premiums. ItIt isis upup toto youryour familyfamily toto buildbuild aa programprogram toto 
meetmeet youryour changingchanging lifelife insuranceinsurance needs.needs. 
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