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CREATING A BETTER FUTURE

Credit Life Insurance Cover

Credit life insurance is a type of insurance designed to pay off a borrower’s
outstanding debt in the event of their death. Here’s how it generally works:

Key Features of Credit Life Insurance:

1. Coverage: The insurance covers the remaining balance of a loan or
credit account if the insured borrower dies. This can include
mortgages, car loans, personal loans, or credit card debt.

2. Beneficiary: In credit life insurance, the lender or financial institution
is typically the beneficiary. This means the insurance payout goes
directly to the lender to settle the outstanding debt, rather than going
to the borrower's heirs.

3. Premiums: Premiums are usually paid as part of the loan agreement
or through a separate monthly payment. They may be added to the
loan balance or paid separately.

4. Amount of Coverage: The coverage amount usually matches the
outstanding balance of the loan. As the loan balance decreases over
time (e.g., as monthly payments are made), the coverage amount
typically decreases as well.

5. Application: Credit life insurance is often offered at the time of
applying for a loan. It can be an optional add-on, though some

lenders may require it.

Directors - G van Schalkwyk & M Buys
R



6. Cost: The cost of credit life insurance can vary based on the amount

of debt, the borrower's age, health, and the insurance provider. It’s
important to compare costs and benefits before committing.

7. Exclusions: Policies may have exclusions or limitations, such as not
covering deaths resulting from certain causes, or only covering
deaths that occur after a certain period.

8. Benefits: The primary benefit is peace of mind, knowing that your
debt will be covered in the event of your death, thus not burdening
your loved ones with the debt.

Considerations:

« Costvs. Benefit: Evaluate whether the cost of credit life insurance is
justified by the coverage and peace of mind it provides. Sometimes,
other types of life insurance might offer better value or more
flexibility.

« Alternatives: Standard life insurance policies might offer more
flexibility and benefits, such as providing financial support to your
family beyond just settling debts.

« Loan Terms: Ensure you understand how credit life insurance
interacts with your loan terms and what happens if you pay off the
loan early.

Overall, credit life insurance can be a useful tool for managing debt and
protecting your loved ones from financial burdens in the event of your
death. However, it's important to weigh it against other financial protection
options and carefully review the terms and conditions.

Directors - G van Schalkwyk & M Buys



