Mortgage
insurance

may not be
best choice
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Canadians looking to wrap up
new-home purchases might
find that life insurance is a mote
flexible and less pricey alterna-
tive to mortgage insurance ob-
tained through a bank, say per-
sonal finance experts.

‘While most agree it makes
sense to cover Jarge debts with
insprance, some argue when it
comes to mortgages most con-
gumets treat it as an after-
thought and don't realize that
buying through 2 barik can bea
“costly mistake.”

“It {s important that peopls

know that mortgage insurance '

is just angther piece of a com-
prehensive financial plan,” said
Mark Halpern, a certified finan-
cial planner and founder of in-

 surance wehsite liinedsprotec-

thon.com.

"When you are not dealing
with a professional, unfortu-
nate’zoyou can have surprises
and those surprifes can come up
at the worst time.”

Part of the problem, he said, is
that most consummers fake out
mortgage insurance when they
cloge their financing deals with
the bank without doing any
price shopping ahead of time.

“aAnd the reason iz, because
they (the banks) ask the ques-
tions at the time of the pur-
chase: ‘Would you like to have
your house paid off i you die?
Would like to have your house
paid off if you get sick? Hal-
pern said. “And who is ot going
to apswer ‘yes' to that?”

That emotional response, cou-
pled with a lack of knowledge
about alternatives, means that
gome consumers could be
ghort-changing themselves in
the long run.
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With morigage insurance ob-
tainedfmmabank,cdvem%ede—
ereases with every mortgage
payment but the premiums
ghaw no corresponding decline,
Halpern said.

*The amount of coverage of
their mortgage pratection de-

25 the mortgage is re-
duced, twhile) the premiums
the same” hegaid, .

“That means their costs (per
$1,000 of coverage) actually
goesup as they bring down their
mortgage debt, whereas the
amount of protection (with life

insurance) remains fixed

ut the term”

Additionally, while mortgage

insurance pays off the loan's
cutstanding balance, only the
barnk gets paid, Tn contrast, life
insurance will relieve that debt,
while often leaving something
ovarforloved cnes, -
“Crwning your awn life Insur-
ance, you have options,” Fal-
pern sald, noting the leftover
money could be used to pay for
items such as a child's educa-
tion, taxes and other expensed.
I¢'s also “portable” meaning '
that consumers don't need to
re-qualify for coverage during
the term if they buy a new home
or switch mortgage providers.
By contrast, those who pur-
chage mortgage insurance
through a bank would likely
need to re-qualify with the new
financial institution, “Potential-
ly,w}wnmeido this, they could
pe older, they could be un- |
healthy and retes could be high-
er, Which means they may not
even qualify” .
Homewwners who are healthy-
and have a good family history
. can algo receive discounts of up
‘to 25 per cent on life insurance
premiums. A venewnble and
convertible term policy can be
converted to a permanent prod-
uct at any time without a medi-
cal exam.
“Moreaver, life insurance is not |
subject to provincial sales taxes |
as mortgage ingurance is. |
“Going apples for apples, life |
insurance owned personally i3
less expensive,” Halpern said.
~That’s why people really need:
mgnmapmf‘;::lnna]tosaehnw |
the insurance fits into the over-
ali plan”




