How to Choose Life Insurance
While you should enjoy everything life has to offer, it’s important to plan for what will happen when you die. If you have dependents who rely on your income, you probably need a life insurance policy. But choosing the right life insurance policy for your family can be challenging, which is why working with a licensed life insurance agent is critical in helping you make the right decisions. If you’re not sure where to start, you’ve come to the right place. 
In this life insurance buying guide, we’ll cover the different types of life insurance, to find the best life insurance for your needs.
Types of Life Insurance
You and your agent will identify which type of life insurance you need. There are two general types to consider: term and permanent.
Term Life Insurance
Term life insurance provides temporary coverage for a fixed period of time, typically between 10 and 30 years, in some cases up to 40 years. If you die while the policy is in effect, your beneficiaries receive a payout. If you outlive the policy’s expiration, you won’t receive any money from your insurance company, unless you have a return-of-premium policy. 

Term life insurance is designed to provide money for your dependents when they need it most—during your income-earning, child-rearing, college-saving, mortgage-paying years. Though term life insurance doesn’t provide a permanent death benefit, it’s sufficient for most people’s needs, and it costs significantly less than permanent life insurance. While rates will vary depending on your age, gender, health, policy choices, and other factors, our research found that a healthy 30-year-old female would pay an average life insurance cost of about $25 per month for a 30-year, $500,000 policy. 
Permanent Life Insurance
Unlike term life insurance, permanent life insurance is designed to last a lifetime and provide a death benefit for your beneficiaries no matter when you die, as long as your premiums are paid. There are a few different types of permanent life insurance, but most have a cash value element that can be withdrawn from or borrowed against while you’re still alive.
Whole Life Insurance
Whole Life Insurance has fixed premiums and a guaranteed death benefit. Whole life insurance can cost up to 10 times the premium for a term policy with the same death benefit. It’s best for individuals with lifelong dependents or estate planning needs. 
Universal Life Insurance
Universal Life Insurance features flexible premiums and an adjustable death benefit along with an interest-earning cash value component. It’s similar to whole life insurance but has fewer guarantees and is best for people who need more flexibility. Variable life insurance and equity-indexed life insurance are usually types of universal life insurance. In both, your cash value fluctuates according to market performance. 
Final Expense Insurance
Also known as burial insurance, final expense insurance is a type of whole life insurance with a small death benefit (usually $40,000 or less). It’s designed for older people with health issues and doesn’t require a medical exam. 
How to Choose the Best Life Insurance Policy
To choose the best life insurance policy, you’ll first need to determine what you need. 
Figure Out What You Need
1. How much coverage do you need? To calculate how much life insurance you need, start with the income you generate for your dependents, including workplace benefits and any services you provide that they would need to replace. Multiply the result by as many years as you need coverage, adjusting for inflation and subtracting any Social Security benefits you expect to receive. Add money for your children's college needs or your spouse’s retirement as you see fit. 
2. How long do you need coverage for? You should plan for a policy to cover you until you retire, until you have paid your debts and have sufficient savings for your family to depend on, or until your dependents are self-sufficient. 
3. How much life insurance can you afford? You may have to trim other areas of your budget to get a life insurance policy that meets your needs, or you may need to compromise on the type of policy you get. Look at your other expenses and determine what is feasible for you to spend each month. If you want permanent life insurance coverage, consider supplementing that with a term policy to get the death benefit you need at a price you can afford.
4. What riders or policy features are important to you? Life Insurance Riders are a way to get more benefits out of your policy. For example, some riders allow you to access a portion of the death benefit while you’re still living if you need it for health-related expenses. Others allow you to stop premium payments if you become disabled. When buying a term policy, you should also decide if you want the option to convert your policy to a permanent one. Some riders may be included while others may cost extra. 
Consult With a Financial Advisor
If you’re confused about your life insurance options, you may want to speak to a financial advisor to help you navigate the complexity of selecting a permanent life policy. It’s probably not necessary if you’re young, healthy, and want to buy term life insurance coverage. But if you have lifelong dependents and need a permanent policy, if you need help with estate planning, or if you have health issues and are worried about being denied coverage, a financial advisor can help. If you’re concerned about your retirement planning or other investments as well, a financial advisor can help you understand your financial picture as a whole. 
What Is Life Insurance?
A life insurance policy is a contract with an insurance company that provides a lump-sum payment to beneficiaries you choose in the event of your death. The policy must be in force at the time of death for the insurer to issue the death benefit. Life insurance comes in both temporary and permanent varieties. It can sometimes be used to supplement saving for retirement and it can provide access to benefits during life, too.
What Is Term Life Insurance?
Term life insurance is a policy of up to 30 or 40 years that provides a payout if you die within the period of time specified by your policy. If you die after the policy expires, your beneficiaries won’t receive a death benefit. Term life insurance is affordable and sufficient for most people’s needs. Some term policies may be convertible to a permanent policy or may come with benefits you can use during your life in certain situations.
What Is Whole Life Insurance?
Whole life insurance is a type of permanent life insurance that delivers a death benefit no matter when you die, as long as your premiums have been paid. Premiums are fixed and part of the premium goes towards building cash value, which you can access while you’re alive. Whole life insurance can cost six to 10 times the premium for a term life policy with the same face value.
How Does Life Insurance Work?
Life insurance starts with a policy application, which may require a medical exam. The insurer will evaluate your age, health, and other factors when setting your premiums. If you’re happy with your rate quote, you’ll then sign your life insurance contract. As long as you pay necessary premiums and die before the policy expires (only for term life insurance), your designated beneficiaries will receive a death benefit.
How Much Life Insurance Do I Need?
There are a few rules of thumb to calculate how much life insurance you need. One popular method is to multiple your annual income by 10. Another, called the DIME method, is to add up your debt, your income for the number of years you’ll have dependents, the balance of your mortgage, and the cost to send your children to college. Ultimately, you’ll need to evaluate your individual financial situation and your budget when deciding how much life insurance to buy.
