
FN241
Risk Management and Insurance

Life Insurance products

Sakkakom Maneenop, Ph.D.



Types of Life Insurance –
Global Classification
• Life insurance policies can be classified in two 

general categories:
• Term insurance provides temporary protection
• Cash-value life insurance has a savings component 

and builds cash values
• Annuity provides a periodic payment that continues 

for a fixed period or for the duration of a designated 
life 



Term Life Insurance - Characteristics

• Under a term insurance policy, protection is 
temporary; protection expires at the end of the 
policy period, unless renewed

• Most term policies are renewable for additional 
periods 

• Premiums increase at each renewal
• To minimize ______________ problem, many insurers 

have an age limitation beyond which renewal is not 
allowed
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Term Life Insurance - Characteristics
• Most term policies are convertible, which means 

the policy can be exchanged for a cash-value policy 
without evidence of insurability

• Term life policies have no cash-value or savings 
element



Types of Term Life Insurance
• Yearly-renewable term insurance is issued for a 

one-year period
• Term insurance can also be issued for 5 or more 

years
• A term to age 65 policy provides protection to age 

65 (or other ages depending on each plan), at which 
time the policy expires

• Under a decreasing term insurance policy, the face 
value gradually declines each year



Examples of Term Life Insurance Premiums

Source: RM Exhibit 11.2



Uses and Limitations of Term Life

• Term insurance is appropriate when:

• However, 
• Term insurance premiums increase with age at an 

increasing rate and eventually reach prohibitive 
levels



Term Life Insurance - Example

Source: http://www.acegroup.com/th-en/for-individuals-families/term-life-insurance.aspx



Term Life Insurance - Example

Source: http://www.kasikornbank.com/EN/Personal/Insurance/LifeInsurance/CreditProtection/Pages/MRTA-Home-Plus.aspx



Source: http://www.kasikornbank.com/EN/Personal/Insurance/LifeInsurance/CreditProtection/Pages/MRTA-Home-Plus.aspx



Types of Whole Life Insurance
• Whole life insurance is a cash-value policy that 

provides lifetime protection
• A stated amount is paid to a designated beneficiary 

when the insured dies, regardless of when the death 
occurs

• Types include:
• Ordinary life
• Endowment insurance
• Variable life
• Universal life
• Variable universal life
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Types of Whole Life Insurance
• Ordinary life insurance is a level-premium policy 

that provides lifetime protection
• Premiums are level throughout the premium-paying 

period
• The excess premiums paid during the early years are 

used to supplement the inadequate premiums paid 
during the later years of the policy

• The insurer’s ________ is a liability that must be offset 
by sufficient financial assets

• The ____________ is the difference between the legal 
reserve and the face amount of coverage
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Types of Whole Life Insurance
• Ordinary life insurance is a level-premium policy 

that provides lifetime protection
• Premiums are level throughout the premium-paying 

period
• The excess premiums paid during the early years are 

used to supplement the inadequate premiums paid 
during the later years of the policy

• The insurer’s legal reserve is a liability that must be 
offset by sufficient financial assets

• The net amount at risk is the difference between the 
legal reserve and the face amount of coverage



Types of Whole Life Insurance
• Another characteristic of ordinary life insurance 

policies is the accumulation of cash surrender 
values (เงินคา่เวนคืนกรมธรรม์ประกนัภยั)

• The amount paid to a policyholder who surrenders the 
policy

• The policyowner has the right to borrow the cash value 
or exercise a cash surrender options

• It does not have to be equal to legal reserve



Types of Whole Life Insurance

• Under a limited-payment life insurance policy, the 
insured has lifetime protection, and premiums are 
level, but they are paid only for a certain period
• 99/20, 85/15, etc.
• A paid-up policy at age 65 or 70 is another form of 

limited-payment life insurance

• A single-premium whole life policy provides lifetime 
protection with a single premium



Source: http://www.acegroup.com/th-en/for-individuals-families/whole-life-non-par.aspx

Whole Life Insurance - Example



Whole Life Insurance – Example



Whole Life Insurance - Example

Source: https://www.muangthai.co.th:1767/en/product/detail/wholelife90-7



Types of Whole Life Insurance
• Endowment insurance pays the face amount of 

insurance if the insured dies within a specified 
period. If the insured is still alive at the end of the 
period, the face amount is paid to the policyholder

• Endowment insurance accounts for less than 1% of 
the life insurance in force (in developed countries), 

• But it is important in some emerging countries, incl. 
Thailand

• As it can be used for tax deduction
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Endowment Insurance - Example

Source: http://www.thailife.com



Variations of Whole Life Insurance

• Variable life insurance is a fixed-premium policy in 
which the death benefit and cash values vary 
according to the investment experience of a 
separate account maintained by the insurer
• The entire reserve is held in a separate account and 

is invested in common stocks or other investments
• Cash-surrender values are not guaranteed
• No minimum guaranteed cash values
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Variations of Whole Life Insurance

• Universal life insurance is a flexible premium policy 
that provides lifetime protection

• After the first premium, the policyholder decides the 
amount and frequency of payments

• Most policies have a target premium, but the 
policyholder is not obligated to pay it

• The protection and savings components are unbundled
• Guaranteed minimum interest rate
• Cash value can be withdrawn (with fees)
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Variations of Whole Life Insurance
• Limitations include:

• Insurers advertise misleading rates of return
• Cash-value and premium-payment projections can 

be misleading and invalid
• Insurers can increase the mortality charge up to the 

maximum guaranteed rate
• A policy may lapse because some policyholders do 

not have a firm commitment to pay premiums



Universal Life Insurance - Example

Source: http://www.aia.co.th/content/dam/th/th/docs/brochure/UL_family_A5_2015_web.pdf



Universal Life Insurance - Example

Source: http://www.aia.co.th/content/dam/th/th/docs/brochure/UL_family_A5_2015_web.pdf



Variations of Whole Life Insurance
• Variable universal life insurance (aka unit-linked in 

Thailand) is an important variation of whole life 
insurance sold as investments or tax shelters

• The policy owner decides how the premiums are 
invested

• Insurers typically have many separate accounts 
available incl. a common stock fund, bond fund, 
balanced fund, and other funds

• Policyholders can also switch fund (with fees)
• The policy does not guarantee a minimum interest rate 

or minimum cash value
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Variations of Whole Life Insurance
• Variable universal life insurance (aka unit-linked) 

• Relatively high expense charges, including 
• front-end loads for sales commissions
• back-end surrender charges
• investment management fees
• mortality and expense charges
• administrative costs

• Substantial investment risk
• Important for policyholders who pay minimum 

premiums or have discontinued premium payments
• Beware of financial crisis



Variable Universal Life Insurance - Example

Source: https://www.muangthai.co.th:1767/en/product/detail/UnitLinkedRegularPremium1



Comparison of Major Life Insurance Contracts

Source: RM Exhibit 11.6



Source: RM Exhibit 11.6

Comparison of Major Life Insurance Contracts



Individual Annuities
• An annuity is a periodic payment that continues for 

a fixed period or for the duration of a designated 
life or lives
• The person who receives the payments is the 

annuitant

• An annuity provides protection against the risk of 
excessive longevity
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Individual Annuities
• The fundamental purpose of an annuity is to 

provide a lifetime income

• The major types of annuities sold today include:
• Fixed annuity
• Variable annuity
• Equity-indexed annuity



Types of Annuities

• A fixed annuity pays periodic income payments that 
are guaranteed and fixed in amount

• Accumulation period

• Guarantee rate

• Current rate

• Liquidation period
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Types of Annuities

• Fixed annuity income payments can be paid 
immediately, or at a future date:
• Immediate annuity - the first payment is due one 

payment interval from the date of purchase
• Deferred annuity - provides income payments at 

some future date
• A deferred annuity purchase with a lump sum is 

called a single-premium deferred annuity
• Flexible-premium annuity - allows the owner to vary 

the premium payments



Immediate Annuity to Retired 
Workers
What do think are advantages of immediate annuity 
to retired workers?



Types of Annuities
• Annuity settlement options

• Under the cash option, the funds can be withdrawn 
in a lump sum or in installments

• Life annuity (no refund) option - provides a life 
income to the annuitant only while the annuitant 
remains alive

• Life annuity with guaranteed payments - pays a life 
income to the annuitant with a certain number of 
guaranteed payments



Fixed Annuity- Example

Source: https://www.krungthai-axa.co.th/assets/7u/d7/an/mo/7ud7anmof3.pdf



Fixed Annuity- Example

Source: https://www.krungthai-axa.co.th/assets/7u/d7/an/mo/7ud7anmof3.pdf



Types of Annuities

• A variable annuity pays a lifetime income, but the 
income payments vary depending on common stock 
prices
• The purpose is to provide an inflation hedge by 

maintaining the real purchasing power of the 
payments

• Premiums are used to purchase accumulation units
during the period prior to retirement 

• At retirement, the accumulation units are converted 
into annuity units
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Types of Annuities

• A guaranteed death benefit protects the principal 
against loss due to market declines

• Typically, if the annuitant dies before retirement, 
the amount paid to the beneficiary will be the 
higher of 2 amounts:

• the amount invested in the contract (accumulation of 
premium) or

• The account value at the time of death



Types of Annuities

• Variable annuities contain the following fees and 
expenses:
• Investment management charge
• Administrative charge
• Mortality and expense risk charge
• Surrender charge

• Total fees and expenses in most variable annuities 
are high



Longevity Insurance

• Longevity insurance is a generic name for a single-
premium deferred annuity that begins paying 
benefits only at an advanced age, typically age 85

• They are low-cost annuities because there are no 
cash values or death benefits in the policy

• Once purchased, the funds cannot be accessed 


