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Mortgage Insurance
Mortgage Lender vs. Traditional Life Insurance
	
	Mortgage Lender
	Traditional Life Insurance



	Policy Ownership
	Lender owns the policy
	Client owns the policy

	Beneficiary
	Lender is the beneficiary and proceeds are used to pay off the remaining balance of the mortgage with nothing going to the clients family
	Client chooses the beneficiary who is free to spend the insurance proceeds anyway they see fit

	Portability
	Any change in lenders means the client will have to qualify for coverage and rates may increase
	Any change in lender will not affect coverage or the existing cost of insurance

	Underwriting
	Post-claims underwriting, increases the risk that a client could be denied coverage years after payment commenced
	Coverage is underwritten at the time of application and once the policy is placed it cannot be revoked by the insurer (except in the case of misrepresentation or fraud)

	Insurance Coverage
	Coverage automatically decreases as the mortgage is paid down without any decrease in the cost of insurance
	Coverage is fixed and can only be decreased by the client.  Decreases in coverage usually results in decreases in the cost of insurance

	Cost of Insurance
	Mortgage insurance sold by the lending institution is a one size fits all policy.  This means that everyone who qualifies is considered to be of equal risk.  The premiums paid are a fixed amount based on age and the amount insured.  There are no discounts for smoking status, physical health or sex
	Individual life insurance premiums are based on individual health and lifestyle.  Health history and medical exams are used to determine the premium rate.  Smoking status, overall physical health, and sex may offer preferred rates

	Guarantees
	Some mortgage insurance offerings may allow the lender to increase rates or even cancel coverage on a group basis
	Rates and coverage amounts are fully guaranteed once the policy is issued

	Critical Illness Option
	Typical lender critical illness offerings cover only 3 conditions (heart attack, stroke, and cancer) and limited options
	Individual critical illness coverage provides comprehensive coverage with multiple options including return of premium 

	Disability Insurance
	Typically, if available, it is as an option or add-on to mortgage life insurance
	Available as both a stand alone policy or as an option to your mortgage life insurance

	Refinancing
	Clients needing to draw equity from their home may be required to forfeit some coverage and possibly reapply at higher rates
	Clients can keep their coverage regardless of any changes to their mortgage
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