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The Facts Are 
The Facts and 

The Facts Don’t 
Lie.
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The Insurance Industry

z Dating back as far as we can tell, 1877 was the first 
book written on the “Evils” of Cash Value Life 
Insurance.

z 1877 - “Traps Baited With Orphans”.

z 1917 - “A License To Steal”.

z 1936 - “Life Insurance-A Legalized Racket”

z 1938 - “Life Insurance-Investing in Disaster”.

z 1944 - “You Pay and You Pay”.

z 1958 - “Your Pocketbook is Leaking”.

z 1961 - “Behind the Fine Print”.
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Pg.886 IX. -CONCLUSIONS AND 
RECOMMENDATIONS. The cases demonstrate that where 
the needs of an insured are not met by the insurance agent 
under a duty, the agent will be held liable for all proximately 
caused damages. Thus, where an individual who lacks the 
insurance knowledge to make an independent decision, and 
who is obviously in need of large amounts of pure insurance 
protection, is sold a low insurance high cash value policy by 
an insurance salesman in a fiduciary capacity, and death 
occurs, the agent should be held liable for the difference 
between the amount of pure insurance the premium would 
have purchased and the face amount of the policy the 
insured was sold.
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The foregoing was taken from direct testimony 
presented at senator hart's subcommittee 

hearings. The total oral testimony and "material 
submitted for the record" covered three 

volumes and 2216 pages. We have presented the 
highlights only. A miniscule portion of the total. 

To any thinking American, however, the 
message is clear. Recommendations for life 

insurance must come from an agent who is both 
honest and informed.
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Federal Trade Commission
“Life Insurance Cost Disclosure”

July 1977
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Life Insurance

z 1980 - Phil Donahue

z 1980 - Chris Wallace - CBS - “Protection for 
Sale”

z 1981 – Re-introduced The McCarren-Ferguson 
Act.

z 1990’s - Nothing Changed!

z 1992 - U.S. Senate - Howard Metzenbaum -
“Life Insurance: A Shell Game of Premium 
Padding and Savings Schemes”.
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Life Insurance

1992 - U.S. Senate - Howard Metzenbaum - “Life 
Insurance: A Shell Game of Premium Padding and 

Savings Schemes.”

“Buyers and holders of whole life policies are losing 
billions of dollars per year.”
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“For More Than 50 Years, Consumer Reports Has 
Recommended That Most People Buy Term”.

Consumer Reports, July 1993
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A Brief History of Insurance

z The Revolution of 1977
� Domestic spending out-of-control
� Inflation at double-digits
� Stagflation, factory closings, gas lines and unemployment
� 85 people revolutionized the largest industry in the world

ȸInsurance is for income protection, not for your whole life

ȸTerm insurance 100% of the time

ȸUn-bundle life insurance and investments

ȸUn-popular with the whole life insurance industry
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A Brief History of Insurance

z The continuing crusade
� The whole life industry is in disarray
� National publications now on-board with BTID
� Truth wins out - the Crusade carries on
� The battle is won, but not the war
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Who Needs Life Insurance?

z We believe life insurance is for income replacement

z If others depend on your income, you need life 
insurance
� Singles - supporting others (or protecting future insurability)
� Married Couples - no children
� Married Couples - with children
� Married Couples - in retirement

z Primerica meets the needs of the under-served 
North American middle-class market
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Cash Value Insurance

z Life insurance and investments are bundled

z Higher initial premium for same coverage

z Purchasing the needed coverage can be cost 
prohibitive

z Yields a lower rate of return on investment portion

z Designed so that upon death, you receive your face 
amount of coverage, but not your face amount plus 
your cash value, in most cases
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Cash Value Life Insurance

z Whole Life = Decreasing Term + Savings
� The policy is designed to accumulate enough cash value 

for the insured to have the policy face amount in cash at 
age 100

Premium $

Building 
Cash Value

Insurance
(Decreasing Term)

100 Years Old

$

$

Insurance Co.
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Universal Life Insurance

z Universal life was created in the early 80’s  

z It was the life insurance industry’s answer to low 
interest rates inside the whole life policy and BTID 
(Primerica)

z As inflation was going up, people were taking a loan 
from their whole life policy and putting it into a 
10% certificate of deposit
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Variable Life Insurance

z The insurance portion always goes up in cost every 
year and the amount of cash going to the mutual 
fund gets less and less

z The percent of premium charges, fees, and costs to 
have a life insurance policy take a large portion of 
the monthly premium
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100 Years Old

Premium $ Insurance Co.
-- Admin. ChargesAdmin. Charges
-- FeesFees

-- Mortality expenseMortality expense
-- % of premium charge% of premium charge
-- Monthly Admin. chargeMonthly Admin. charge

$

Cash 
Value

ART

Cash Value Life Insurance

z Universal Life / Variable Life = ART + Savings
� The older a person gets, the more it costs to insure them
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Return of Premium

z Builds Cash Value 

z Un-repaid loans = Reduced ROP

z Lapses during term = Reduced ROP

z Die during term = Loss of ROP

z Middle Market sacrifices needed Face Amount 
because of higher cost
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Make the Right Choice

Refrigerator A

z $2,000 price tag

z 36-year guarantee

z $2,000 money back 
years later

Refrigerator B

z $1,000 price tag

z 36-year guarantee

z $0 money back but 
invest the difference

If you had $2,000 

 which refrigerator would you buy?
Cash value insurance policies can be universal life, whole life or other policies that have a savings feature. They contain benefits in addition to death protection, such as dividends, 
interest or cash value available for a loan or upon surrender of the policy. Cash value policies may also have level premiums for the life of the policy. Return of premium policies 
return premium, usually prorated in the earlier years. Term insurance provides a death benefit only and its premiums can increase at certain ages.
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The Rule of 72

$8,000$400036 years

$32,00030 years

$16,000$400024 years

$8000$200018 years

$4000$200012 years

$20006 years

$1000$1000$10000 years

6 years12 years18 yearsMoney Doubles

12%6%4%Rate of Return

This table serves as a demonstration of how the Rule of 72 works and is only an approximation of accumulations. The hypothetical percentage 
rates and values are not indicative of specific investments where rates will fluctuate. It does not include fees and taxes, which would lower results.

Approximates the time it takes to double your money

$64,000
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Why Term Insurance

z Life insurance and investments are separate

z Can purchase more coverage to protect family 
because term life is generally more affordable

z Lower initial premium for same coverage

z Market rate of return on investment outside of 
policy

z Upon your death, your beneficiary receives the 
face amount of your term insurance plus your 
investments
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Annual Renewable Term (ART)

z Every year the cost to insure you will increase.  
The older you get, the more the monthly amount 
will be to insure you

Premium

Coverage

$
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Decreasing Term

z This product is the reverse of ART. The monthly 
dollar amount will remain the same but the annual 
coverage amount will decrease over time

Premium

Coverage

$
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Level Term

z The monthly amount and the coverage amount 
remains level for the desired period of time

Premium

Coverage

$
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Over the years, your needs change

The Theory of Decreasing Responsibility

z Most people don’t plan to fail, they fail to plan
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Why Primerica’s Term Custom Advantage

z Banded rate structure

z Spouse and child riders = one policy fee

z Disability Waiver of Premium Rider

z Increasing Benefit Rider

z Terminal Illness Benefit

z No War Exclusion

z Competitive, Affordable Renewal Rates

z Flexible Renewal Options

z Incontestability

z Guarantees insured children ability to get insurance 
as adults, regardless of health conditions
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Primerica Life Insurance Company (Home Office: Boston, MA) is rated by A.M. Best and Standard & Poor’s. A.M. Best ratings in order 
from the highest ratings as follows: A++, A+, A, A-, B++, B+, B, B-, C++, C+, C, C-, D, E, F. Standard & Poor’s (S&P) ratings range from 
the highest  ratings as follows: AAA, AA+, AA, AA-, BBB+, BBB, BBB-, BB+, BB, BB-, CCC+, CCC, CCC-, CC.

Custom Advantage

z Competitive rates help you reach two important 
market segments
� Young families saddled with financial obligations
� Baby Boomers working to build their nest egg

z Competitive renewal rates up to age 95

z Financially Sound
� A.M. Best (A+); Standard & Poor’s (AA)
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$959.13$60.38Mass Mutual

$1,052.98$36.19Genworth

$907.55$50.84AXA Equitable

$803.66$49.82MetLife

$1,099.22$49.09Allstate

$920.85$43.58AIG

$704.90$41.43Jackson National

$309.52$35.92Primerica’s Life 
Companies

Age 65Premium

Custom Advantage

z Competitive Initial Monthly Premiums & Renewals
� Male, Age 35, Preferred Class, 30-year term, 

$150,000 face amount
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Custom Advantage Choices

z Custom Advantage 35

z Custom Advantage 30

z Custom Advantage 25

z Custom Advantage 20

z Custom Advantage 15

z Custom Advantage 10
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Changed to 
Primerica’s Term

Cash Value Insurance
before Primerica

$  10,000$           0Child

The Difference

$72.75$314.50Monthly Premium

$510,000$500,000Total Coverage

$250,000$250,000Mary (age 24)

$250,000$250,000John (age 27)

The chart illustrates the replacement of a cash value policy including Waiver of Premium,  with a Custom Advantage 35 policy (not available in WA 
and NY) ($250,000 for primary insured and $250,000 for spouse), including Waiver of Premium.  Primary and spouse are issued at Preferred rates. 
Term insurance provides a death benefit only and its premiums can increase at certain ages. Cash value insurance can be universal life, whole life, 
etc, and contains benefits in addition to death protection, such as dividends, interest or cash value available for a loan or upon surrender of the 
policy. Cash value insurance usually has level premiums for the life of the policy.

Buy Term & Invest the Difference

$241.75/mo
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1 Year 10 Years 20 Years 30 Years

$241.75/month $1.25 million
Potential value at age 65

Savings invested in 
mutual funds at 10%

Buy Term & Invest the Difference

z Take the difference in cost between term and cash 
value insurance and invest the savings separately 
in mutual funds for the long term.
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$373

$794

$421

Total

$89$705RVP

$39$334RVP Override*

$50$371District Leader

InvestmentsInsurance

The key: recruit and develop new people

Compensation

z What you would have earned
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$1,119

$2,382

$1,263

Total

$267$2,115RVP

$117$1,002RVP Override*

$150$1,113District Leader

InvestmentsInsurance

Compensation

What if you did this 3 times?

The key: recruit and develop new people
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$2,238

$4,764

$2,526

Total

$534$4,230RVP

$234$2,004RVP Override*

$300$2,226District Leader

InvestmentsInsurance

Compensation

What if you did this 6 times?

The key: recruit and develop new people
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Policy Comparisons

z Understand the competition’s products

z The fine print can be devastating to a family

z Help your clients choose the right protection 
coverage for their family
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• $3,000 in premiums paid 
over 5 years

• Where’s the $$$ ?

• 4% interest rate

• Minus charges, loans & 
un-paid interest
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At age 65

• $26,400 in premiums 
paid

• $10,193 in cash value

• Where’s the $$ ?

• Policy lapses unless 
pay more premium or 
reduce benefits
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• Type A only

• 8% interest rate to  
borrow your own 
money

• 3 year account value = 
$566

• Age 60, look what 
happens to the 
guaranteed account 
value
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• “projected”

• “assumption”

• “non-guaranteed”

• “cost of insurance”
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“or”
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• Policy loans at 8%

• May defer making a policy 
loan up to 6 months
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Less than 
2%

$1.9
Billion

$114
BillionTotal Premium Collected

3%364,35610.9
MillionNew Policies Sold

1.5%2.39
Million

161
MillionPolicies in Force

5%$88
Billion

$1.8
Trillion

Total New Life Face Amount 
Issued

6%$610
Billion

$10
TrillionTotal Life Face Amount in Force

% of 
Market

Primerica’s 
Life 

Companies
Insurance
Industry

How Big is the Market?
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How Big is the Market?

Policies in force 161 Million

Uninsured North Americans + 68 Million

Potential Policies 220+ Million


