
Term or Whole Life Insurance—Which is better for you?

Before you shop for financial protection for your family, know the difference between these two common types of life 
insurance.

If others depend on you for any sort of financial support, a life insurance policy can help ensure that support can continue after your 
death. The two common types of life insurance policies are term and whole life. Which type of policy you choose will depend on your 
personal financial situation and the level of protection you want to provide to your family.

Term life pros and cons. 

Term life is popular because it’s simple and inexpensive. A term policy is in effect for a specific number of years (usually 10, 20 or 30 
years) and you can choose the term that’s right for your family and your budget. If you die during the term, the insurer pays benefits to 
the beneficiary on the insurance policy (often your family.) Premiums for term life are lower than for whole life policies, which makes it 
an affordable option for many people.

However, there’s no cash value for term life insurance policies; if you outlive the term of the policy, the insurance coverage expires and 
no death benefit is paid. The risk with term life is that you pay many years of premiums but never receive any cash payout in return. 
Term life policies also come with age limits and may require a medical exam for the policy holder prior to extending coverage.

Whole life pros and cons. 

Whole life is traditional life insurance—it covers you for as long as you live and pays a death benefit to your beneficiary when you pass 
away. You can usually get whole life coverage at any age and insurers typically don’t require a medical exam to qualify. 

Whole life is more complicated than term life because these policies are structured to provide a cash value that grows over time. Part of 
your monthly whole life premiums are placed in a tax-deferred savings account with a guaranteed inter-est rate. When the cash value 
matures, you can borrow against it or use it for retirement spending needs.

The big disadvantage of whole life is the cost—you pay more for the lifetime benefits and cash value of whole life policies. Some 
insurers offer different premium payment terms, which may give you some flexibility in choosing the whole life policy that works for you.   

Choosing between the two. 

Term life policies are ideal for married couples and parents of minor children where your family depends on your income. These simple 
policies provide a basic death benefit in the event of a pre-mature death. Low-cost premiums also make term life a good option if you 
want financial protection for your family at an affordable cost.

While whole life is not explicitly for older and wealthier people, these policies are useful for covering the costs of estate and inheritance 
taxes as well as funeral costs. Another common use for whole life is to provide financial support to a de-pendent with special needs, 
such as a disabled child. Funding a trust with the death benefit from a whole life policy is one way to ensure these dependents have 
resources to cover their financial needs after you’re gone. 

Reach out to a Financial Professional to discuss pros and cons of term and whole life insurance, as well as learn more about the risks 
and fees associated with each option.



This material is for general information only and is not intended to provide specific advice or recommendations for any individual. There is no 
assurance that the views or strategies discussed are suitable for all investors or will yield positive outcomes. Investing involves risks including 
possible loss of principal. The cost and availability of Life Insurance depend on many factors such as age, health, and amount of insurance 
purchased. In addition to premiums, there are contract limitations, fees, exclusions, reductions of benefits, and charges associated with policy. And if 
a policy is surrendered prematurely, there may be surrender charges and income tax implications. Any guarantees are contingent upon the claims-
paying ability of the issuing company.

This material was prepared by LPL Financial.

Securities and advisory services offered through LPL Financial (LPL), a registered investment advisor and broker-dealer (member FINRA/
SIPC). Insurance products are offered through LPL or its licensed affiliates. To the extent you are receiving investment advice from a separately 
registered independent investment advisor that is not an LPL Financial affiliate, please note LPL Financial makes no representation with respect to 
such entity.
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