
Filename: P4P_9 

Todd: [0:00:18] Hey everybody, welcome to another edition of the Prosperity Podcast. This is 
No BS Money Guy Todd Strobel once again welcoming my cohost and bestselling financial 
author, Kim Butler. How are you Kim? 

Kim: Very fine Todd, happy to be conversing today, so fun to be able to share our wisdom with 
as many clients as wanna listen. 

Todd: Super. Well, we try to respond to individual questions as they come in to the Podcast 
and we get a lot of questions on life insurance as far as what are the different types, what are 
the basics, what do I need to know, what’s right for me. So we’re gonna address those 
questions today and we’re gonna kinda title this life insurance 101 and I’ll kinda let you take it 
from there. 

Kim: Fabulous. Well you know a couple of conversations ago, we were talking about having a 
place to store cash and where do you put your emergency money and your opportunity money 
and how frustrating it is to have dollars sitting at less than 1% taxable inside banks and money 
market accounts at brokerage houses. And it’s such an odd thing to me because we’ve never 
had our clients store their emergency money at a bank, I mean, yah, you’re gonna have a 
checking account but in terms of real emergency money or opportunity money, there is a 
century old industry that offers a product called whole life insurance, it’s been around forever 
and ever and ever and it provides a great place to store cash than in today’s marketplace is 
paying 4% or 5% without taxes and as interest rates rise, its dividend rates will rise as well.  

So if we’re gonna hit our life insurance 101, let’s have a quick primer on what the oldest 
product is out there and it is whole life insurance. Let’s use that term as used to indicate that 
it’s there to work for you your entire life. And literally, at early 1800s is when this was formed 
and the reason that it was formed is because people wanted to have some type of protection 
upon early death and they got the sense that term insurance which is a very another common 
and one we use all the time type of protection was very frustrating because they would spend 
money on it, they would have the protection for a term of time, 1 year, 10 years, 30 years, 
whatever that term was but then that protection would be gone. So just those 2 types of 
insurance existed in the early ages, you would have term insurance which was fairly 
inexpensive because it was not designed to be around forever, it’s like you’re renting a home or 
an apartment and then you have whole life insurance which you could equate to owning a 
home and that was designed to be for your entire life and it had payments that were spread out 
for a long period of time, etcetera. And in the early stages, I don’t know that they used the 
corresponding saving aspect of whole life as much as we do today but to me, whole life is just 
another way to save money. Not invest money, that’s not what we’re talking about, we’re 
talking about emergency money, opportunity money, liquid money that you have control over 
that you want to be able to use. So those are the 2 types from the beginning, whole life and 
term insurance. Is there any additional clarity that we need around that? 



Todd: No, I would just, there are people that tend to be in one camp or another saying that 
the only type of life insurance you should have is whole life, the only type of life insurance you 
should have is term insurance, what’s your response to that? 

Kim: Well, the old buy term and invest the difference conversation that’s been around forever 
is the campus’ term insurance only and my response is you need to buy term insurance and buy 
whole life insurance. So let’s take your typical person, they’re 30 years old, they realize hey, 
I’ve got some kids here or maybe they don’t have kids, having kids is not a necessary 
beginning, but they decided they wanna buy some life insurance and my reaction always is let’s 
get you term insurance and whole life and the reason being is that whole life because of its 
savings components does have a higher premium, higher premium equals higher cash value 
and you can even add some writers to be fat up a little bit. They’re called pay to petition writers 
where you get even more contribution requirement and opportunity and even more cash value. 
And then the death benefit is not gonna be very high. So you put on top of that or in addition 
to that or with that whole life insurance policy, you put a term insurance policy. So you’re 30 
year old person, they make 100 grand a year, I mean, they should have a million to 2 million 
dollars of coverage. So maybe they’re gonna buy a million five of term insurance just what we 
would call cheap term on the web is totally fine and then they’re going to have maybe a half a 
million dollars of whole life insurance for maybe a thousand a month or something like that, a 
very normal amount of money for somebody making 100 grand a year to pay and that will 
begin their savings component. Now, there are types of term insurance that are known as 
convertible and those can be more valuable than the “cheap term” on the web but frankly what 
matters most about the term insurance is that if they die while in that timeframe that they do 
get paid. And so you have a situation where buying term and buying whole life makes much 
more sense than buying the term insurance gained by itself. Now, something most of us has 
got to do that and that’s fine or frankly than buying the whole life insurance by itself. And that’s 
what leads us in to all the hybrids which I’ll cover here in a minute. Any other clarifying 
questions? 

Todd: I think more I just like to summarize and that’s that the primary function of life 
insurance is to do that is to protect your human life value which is your ability to earn income in 
the future or to create value in the future because certainly people who don’t even work outside 
the home are creating value that needs to be replaced in the event that that life is lost. So 
function number 1 is protecting human life value. Function number 2 is a place to store cash 
which is why the premiums are higher in whole life but those higher premiums are creating an 
additional asset which is that cash value which can be used at any time and then the other 
thing that we talked about just a little bit is convertible term insurance and I just wanna make 
sure that people understand the value of that conversion option so maybe you could clarify 
that. 

Kim: Sure. Convertible term insurance is put forth is often a little bit more expensive, it’s put 
forth by the larger, more well-known companies like your Guardian New York, Mass Mutual, 
Northwestern Mutual kind of company to convert to whole life and then the cheaper terms don’t 



convert. So the ability to convert is very, very valuable and not critical but certainly something 
that we recommend when we can have a client take that step because it protects your health 
so that if you had a health event that cost your health to not be as good as it was, you could 
still get the whole life insurance. And so ideally, your example of a million five of term insurance 
and half a million of whole life, over time, they would convert say another 250,000 of term 
insurance so they would have a million and a quarter of term insurance and 750,00 of whole 
life. And then they would convert another quarter million then we’d have a million and a million 
and then we’d convert maybe another half a million, we’d only half a million a term and now 
we’d have a million five of whole life. So you have this slow progression over time from age 25 
or 30 up to age 60 or 70. We have clients well in to their 70s still converting term insurance, 
buying whole life insurance for the first time, it’s a very common thing to do and that 
conversion ability, that protecting of your health is a valuable thing and that’s why convertible 
term insurance does cost a little bit more because no matter what happens to you health wise, 
you can covert that term insurance to whole life. 

Todd: And it’s interesting this society we live in now, a 30 year old has a good possibility of 
living another 70 years but they also have an even greater possibility of having some major 
illness along the way that could impair or prevent them from being insurable so this 
convertibility option locks in that insurability which I think is also an asset. 

Kim: Absolutely. In fact, with the diabetes epidemic that we’re dealing with today, we’ve got 
children in their teens that are uninsurable or only insurable at a rated case which is not as 
effective. So it is definitely something to be concerned about and looking in to the convertible 
term is a valuable stuff. 

Todd: Super. Well we’ve covered term and we’ve covered whole life and you wanted to discuss 
some of the hybrids that have been created. 

Kim: Yeah. So around 1950s, 60s, somewhere in there even heavily in the 70s, a variety of 
different insurance products were put forth and they’re typically under the category of what’s 
called universal life. And this was really popularized by E. F. Hatton which I think was around in 
the 70s. And universal life is structured completely differently than whole life insurance even 
though many, many insurance agents would call universal life permanent insurance so there’s 
term and then there’s permanent. Whole life to me is the only truly permanent insurance 
because whole life has a guaranteed premium, a guaranteed cash value and a guaranteed 
death benefit. Universal life only has a guaranteed minimum interest rate and because of that, 
you have to equate the interest rate within example. So if you have zero dollars in your 
account, do you really care what your interest rate is? Just answer that question as a client. 

Todd: Makes no difference at all. 

Kim: That’s right and that’s basically what universal life is doing to you, it’s giving you a 
guaranteed interest rate but it does not guarantee your premiums, it does not guarantee your 
death benefit and it does not guarantee your cash value and again, the whole life does. So with 



universal life, the term in the industry is that it’s built on a completely different chassis, think 
about it like a car. So you could equate the whole life to the Cadillac, BMW, Lexus style vehicle 
that is a little bit sturdier, definitely cost more but has more value and you could equate 
universal life to the Hugo-s and the Pria-s and the cars that are designed to be potentially be a 
little bit disposable. Now, I know we could argue all day that one might last longer than the 
other or what have you but that’s what they mean by chassis. So on this universal life chassis 
which has its own problems, just because it’s universal life, they’ve added a whole host of 
additional, in my mind, problems that were designed to make the product sexier.  

So it started out with just a really high interest rate, universal life is very interest rate sensitive 
so in the 70s and the 80s, when liquid money was really high interest rate, universal life 
actually looked better than whole life. But as the interest rates have flip flopped and where we 
are today and we know they’re gonna go back and forth and back and forth, whole life actually 
looks better than universal life. Well because of that, they added the stock market to universal 
life and you got something called variable universal life where your cash value was invested in 
mutual funds or separate accounts technically and those mutual funds separate account 
environments were designed to give you the best investment world available while that 
experiment hasn’t gone so well and most variable life products are really not effective. I own 
some of the coz I didn’t know any better when I was new in the business and I’ve kept mine 
but they are not my favorite.  

And then on top of that, you got something called equity index universal life or sometimes just 
index universal life and it too, it has all the problems that the universal life has but then on top 
of that, you have these indexes that insurance company is supposedly following and the index, 
think about it like an index fund, are supposedly gonna help your cash value do better. But 
again, that experiment largely failed as well and because both of these are on universal life and 
there’s a variety of others that are out there but they’re all on that universal life chassis and 
they have problems with it right from the get go and when we see them, we usually 
recommend that clients shrink them so that the problems that typically don’t rear their ugly 
heads and tell somebody 70 or 80 years old and is too late to do anything about it are way 
reduced. So if you have a universal life policy or any of these hybrids and you’re concerned 
about it, you’re welcome to reach out to us. What I would suggest that you do is first of all, call 
you insurance company and ask for what’s called an in force illustration, the word is in force, I 
– N as in Nancy, F – O – R – C – E and it means existing like up and running, in force. And you 
want an in force illustration, it’s gonna be 5 to sometimes 15 or 20 pages and then email that to 
us. In 2 minutes, we can take a look at it and tell you where your challenges are. If you wanna 
take it a step further, ask for the regular in force illustration and then also ask for an in force 
illustration where the death benefit is reduced or the policy is shrunk because that’s probably 
gonna be your best bet with those universal life policies. Otherwise, what you’re gonna end up 
with is you’re gonna be 75 or 80 years old, your cash value will have dwindled to nothing, your 
premiums if you want to keep the policy are going to double or triple or you’ll lose that death 
benefit entirely and that is not a pretty picture. 



Todd: Super. And again, the driving force behind that is on the whole life policies, we know 
what the premiums are gonna be 20 years from now. On a universal policy where we’re 
purchasing the life insurance every single year at our attained age so even though we cannot 
be denied coverage, we have an increasing cost that has to be compensated for which means 
that as we get closer to death, our insurance cost get more and more expensive. Kim, anything 
you wanna say before we wrap up? 

Kim: Yeah. Let’s just also remind people that whole life insurance premiums do not have to be 
paid for your whole life so people do often contribute to whole life well in to their 70s or 80s but 
you can pay up a whole life insurance policy in as little as 7 – 10 years for a lot of clients they 
really should continue to fund until they’re 60 or 70. But a lot of times, people shy away from 
whole life because they don’t wanna pay premiums their whole life and it’s important to know 
that you don’t have to. 

Todd: Great point and the wonderful thing about now is that the universal policies and the 
whole life policies have been in existence together at the same time where we can actually back 
test and compare them, can’t we? 

Kim: Absolutely. We can help you see the difference and we can prove it numerically. 

Todd: Super. Well this is No BS Money Guy Todd Strobel. Once again, special thanks to 
bestselling financial author Kim Butler. We invite you to check out partners4prosperity.com. 
There’s some contact information on there if you would like them to review your individual 
policies. Again, this has been the Prosperity Podcast, take care everybody. 

END  

 


