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Life Insurance
versus 

Mortgage Insurance

G O OD  A DV IC E  |  W E L L  G I V E N !

When you arrange a mortgage, most lenders will  
offer you mortgage insurance. When you’re  

signing the documents for what is probably the largest 
loan of your life, insurance to repay the mortgage in  
the event of your untimely death, is a wise decision. 
Purchasing and arranging the insurance through  
the lender might seem to be the simplest and most  
convenient way. However, be aware that this might  
not be the most beneficial for you.

Talk to us about a personal life insurance policy and  
compare the benefits to your lender’s mortgage  
insurance. For about the same premiums or even less,  
you can provide your beneficiaries with a more flexible 
plan to pay out the mortgage.

There are significant differences between most  
lenders’ mortgage insurance and a personal life  
insurance policy. See inside for details.



Personal Life Insurance 
A personal life insurance policy is tailored to your 
needs, you own the policy, and you choose your  
beneficiary. We will help you determine the features, 
taking into consideration:

n	 your existing life insurance and estate plan

n	 the financial needs of your beneficiaries upon  
your death – including paying off the mortgage, 
replacing your income to maintain lifestyle, and 
providing for dependents

n	 the type of life insurance – term, whole life,  
or universal life – that best suits your current  
situation. At any time, most policies can be  
terminated, changed, or converted to another  
type of life insurance 

n	 your insurability

n	 you appoint and can change beneficiary at any 
time. We offer an extensive range of products  
and services to implement all components of  
your Comprehensive Plan.

Once you have determined the life insurance  
features you need, we will gather quotes and  
recommend the most appropriate policy.

n	 Coverage remains level unless you want it 
reduced

n	 Coverage is preapproved, significantly reducing 
problems if there is a claim

Mortgage Insurance
A lender’s mortgage insurance policy may look  
fairly straightforward:

n	 the policy amount is the initial amount  
of the mortgage

n	 the term is the term of the mortgage

	 but
n	 premiums are based on a group rate rather  

than individually calculated 

n	 the lender owns the policy – if you move your 
mortgage, the insurance cannot be transferred  
to another lender 

n	 the beneficiary is the lender 

n	 the underwriting is usually done at death – if  
a health condition was overlooked during the 
initial purchase of the mortgage insurance,  
there is a possibility the policy will be void

n	 benefits must be used to pay off the mortgage

n	 amount of coverage decreases as you pay down  
the principal. Premiums usually don’t change,  
even though the coverage amount is reducing.

n	 coverage ceases when the entire mortgage  
balance is paid off.

Summary of differences
between an individual life insurance policy and a typical lender’s mortgage insurance: 

	 Individual Life Insurance 	L ender’s Mortgage Insurance

Policy ownership	 You own the policy	 The lender owns the policy

Beneficiary	 You name the beneficiary	 The lender is the beneficiary

Coverage	 Your choice	 Mortgage amount

Premium	 Based on personal factors	 Based on group rates

Guarantee of continued coverage	 Guaranteed for the term of the policy	 No guarantees

Upon death, use of benefits	 Beneficiary’s choice	 Pays the mortgage

Portability if you change lender	 Yes	 No


