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New sh i f t  i n  l i f e  i nsu rance po r t fo l i o  management  has  adv iso rs  adop t ing  a  f resh  approach  to  the i r  
bus iness ,  wh i le  tapp ing  in to  new too l s  and  resources .  
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An evo lu t i onary  sh i f t ,  cu r ren t l y  underway w i th in  the  l i f e  i nsu rance indus t ry ,  s tands  to  have a  
s ign i f i can t  impac t  on  the  manu fac tu re  and  d i s t r i bu t ion  o f  p roduc ts ,  wh i le  enhanc ing  resu l ts  fo r  
f i nanc ia l  adv iso rs  and the i r  c l i en ts .   

I n  o rde r  to  max imize  the i r  e f fec t i veness  w i th in  th i s  new env i ronment ,  adv iso rs  a re  adop t ing  a  f resh  
approach  to  the i r  bus iness ,  wh i le  tapp ing  in to  new too ls  and resources .  Th is  movement  toward  L i fe  
Insu rance Por t fo l i o  Management  i s  t rans fe r r i ng  l i f e  i nsu rance  po l i c ies  i n to  the  rea lm o f  t ransac t iona l  
asse ts ,  and  ou t  o f  t he  long-he ld  mo ld  i n  wh ich  c l i en ts  tended  to  g i ve  ve ry  l i t t l e  thought  to  a  pa r t i cu la r  
po l i cy  once  they had  comp le ted  the  task  o f  pu rchas ing  i t .  As  such ,  L i fe  Insu rance  Por t fo l i o  
Management  i s  c rea t i ng  a  new f ramework  fo r  fee  income,  marke t  d i f fe ren t ia t i on ,  i n fo rmat ion  
exchange and  s t reng thened  c l i en t  re la t i onsh ips .   

Tow ard  a  New  Management  Model  

I f  i t  i s  d i f f i cu l t  t o  env is ion  l i f e  i nsu rance as  a  t ransac t iona l  asse t  tha t  i s  managed  w i th in  a  po r t fo l i o ,  
t h ink  back  to  how inves tmen ts  were  so ld  j us t  a  few decades  ago  — be fo re  mutua l  funds ,  be fo re  
401(k )s  and  IRAs ,  be fo re  s tandard i zed  pe r fo rmance  repor t i ng ,  th i rd -pa r ty  i n fo rmat ion  resources ,  and  
j us t  abou t  eve ry th ing  tha t  i s  now taken  fo r  g ran ted  in  the  inves tmen t  bus iness .  S tockb roke rs  used  to  
se l l  i nves tmen ts .  Now,  adv i so rs  se l l  “ i nves tment  se rv i ces , ”  based on  a  se t  o f  p rede f ined  pa ramete rs  
and  an  assumpt ion  tha t  ad jus tmen ts  w i l l  be  made  to  the  po r t fo l i o  as  economic  and  marke t  cond i t i ons  
change ,  new oppor tun i t i es  a r i se ,  and  c l i en t  needs  change .  

A  s im i la r  m ix  o f  marke t  and  regu la to ry  fo rces  tha t  reshaped  the  inves tment  bus iness  a re  now a t  work  
w i th in  the  l i f e  i nsu rance  bus iness .  Key among  them:  

A grow ing aw areness  that  the  t remendous vo lume of  cap i ta l  t ied  up  in  insurance  
po l ic ies  can  represent  missed oppor tun i t ies .  L i fe  i nsu rance  po l i c i es  cons t i t u te  the  la rges t  poo l  o f  
unmanaged  consumer  cap i ta l  i n  the  en t i re  f i nanc ia l  se rv i ces  indus t ry  –  amoun t ing  to  cash  va lue  
accoun ts  o f  more  than  200  m i l l i on  i n - fo rce  l i f e  i nsurance  po l i c i es ,  wh ich  to ta l  more  than  $3  t r i l l i on  o f  
unmanaged ,  i nves ted  asse ts .  By  con t ras t ,  w i th in  the  $6  t r i l l i on  mutua l  fund  bus iness ,  the re  i s  a  vas t  
a r ray  o f  research ,  se rv i ces  and  suppor t  des igned  to  he lp  inves tors  to  max im ize  oppor tun i t ies  and  
unders tand  the i r  op t i ons .  I t  i s  i nev i tab le ,  g i ven  the  s i ze  o f  the  marke t ,  t ha t  l i fe  i nsu rance asse ts  w i l l  
soon become sub jec t  to  a  s im i la r  l eve l  o f  sc ru t i ny .   

The in t roduct ion  o f  “ investment  grade”  l i fe  insurance  products .  Genera l l y  speak ing  
un ive rsa l  l i fe  has  been marke ted  to  po l i cyho lde rs  du r ing  t imes  o f  h igh  in te res t  ra tes .  Due to  dec l i n ing  
in te res t  ra tes  on  Un ive rsa l  L i fe  p roduc ts  and  uncer ta in  marke t  pe r fo rmance  fo r  marke t -co r re la ted  
p roduc ts ,  po r t fo l i os  need  to  be  ac t i ve l y  t racked  and  managed accord ing  to  c l i en ts ’  needs  and  
expec ta t ions .   

The emergence  of  an  o f f ic ia l  l i fe  se t t lement  secondary market .  C l i en ts  now have 
unpreceden ted  oppor tun i t ies  to  se l l  i nsu rance po l i c ies  tha t  no  longer  su i t  t he i r  needs ,  i n  o rde r  to  
“ t rade”  i n to  a  more  appropr ia te  i nsu rance  p roduc t  ho ld ing .   

The emergence  o f  new  service  providers .  The  po ten t ia l  f o r  L i fe  Insu rance Por t fo l i o  
Management  i s  fue led  by  a  range  o f  dynamic  po r t fo l i o  admin is t ra t i on ,  measurement  and  management  
too ls  to  i nc lude :   

Th i rd -Par ty  Admin is t ra to rs  l i ke  Insu rance  T rus t  Mon i to r ,  Resource  Insu rance 
Consu l tan ts  and  T rus tBu i lde r  ( to  name a  few)  who  o f fe r  reco rd -keep ing  se rv i ces  to  ass is t  adv iso rs  in  
the  mon i to r ing  o f  po l i cy  ho ld ings ;   

Pub l i she rs  o f  pe r fo rmance da ta  fo r  i nves ted  asse ts  under l y ing  po l i cy  cash va lues  l i ke  
Eb ix  and  Morn ings ta r  a l l ow ing  adv iso rs  to  se t  more  rea l i s t i c  expec ta t ions  as  to  the  ro le  o f  a  g i ven  
po l i cy  ho ld ing  w i th in  the  overa l l  po r t fo l i o ;   

Pub l i she rs  o f  i nsu rance  p roduc t  research  l i ke  The InsuranceAdv iso r . com empower ing  
adv iso rs  to  measure  and /or  j us t i f y  po l i cy  expenses  and  de te rm ine  and  document  p roduc t  su i tab i l i t y  



 

 
 

 
based on  bo th  quan t i ta t i ve  and  qua l i t a t i ve  fac to rs ;   

Ant ic ipat ing  Market  Res is tance  

Conv inc ing  c l i en ts  o f  the  oppor tun i t i es  i nheren t  i n  L i fe  Insu rance  Por t fo l i o  Management  depends ,  i n  
l a rge  pa r t ,  on  how i t  i s  pos i t i oned.  Keep in  m ind  tha t  many c l i en ts  m igh t  be  suspec t  o f ,  “The  Nex t  B ig  
Th ing . ”   

A  few decades  ago ,  the  government  came ou t  w i th  a  s tudy tha t  l ed  many to  the  conc lus ion  tha t  who le  
l i f e  i nsu rance was  a  bad  inves tment .  Th is  spa rked  an  indus t ry -w ide  campa ign  to  rep lace  who le  l i f e  
po l i c ies  w i th  Un ive rsa l  L i fe  po l i c ies .   

C l i en ts  and  the i r  adv iso rs  a re  now con f ron t ing  the  rea l i t i es  o f  UL  po l i c ies  tha t  were  p ro jec ted  ou t  fo r  
30  years ,  even  though  ra tes  were  never  guaran teed .   

Never the less ,  the  so lu t i on  i s  no t  a  new p roduc t .  L i fe  Insu rance Por t fo l i o  Management  i s  a  p rocess  –  
one  tha t  he lps  iden t i f y  ob jec t i ves  and emp loys  new too ls  to  op t im ize  oppor tun i t i es  and enhance  the  
exchange o f  i n fo rmat ion .   

Th is  new approach  ca l l s  fo r  a  renewed  commi tmen t  to  cu r ren t  c l i en ts ,  as  we l l  as  a  means  to  measure  
and  repor t  on  va r ious  face ts  o f  i nsu rance  cos ts  and ra tes  o r  re tu rn  aga ins t  i ndus t ry  benchmarks .  I t ’ s  
a l so  c r i t i ca l  to  have  b road marke t  access  to  a  w ide  range  o f  i nsu rance p roduc ts  and  l i f e t ime 
se t t l emen t  compan ies .  

Broad Base o f  Benef i ts   

L i fe  Insu rance  Por t fo l i o  Management  se ts  the  s tage fo r  a  h igh  leve l  o f  s t ra teg i c  d i f f e ren t ia t i on  fo r  
agen ts  and  adv iso rs .  I t  i s  a  p rac t i ce  tha t  bu i l ds  con f idence  among  c l i en ts  and  emp loys  ob jec t i ve  
p rocesses  tha t  m i t i ga te  aga ins t  commod i t i za t i on .  In  shor t ,  L i fe  Insu rance  Por t fo l i o  Management  
bu i l ds  t rus t ,  bu i l ds  b r idges  and  bu i l ds  bus iness .  

Li fe  Insurance  Por t fo l io  Management :  A F ive -Step  Process  

Based  on  a  d i sc ip l i ned  and  ob jec t i ve  p rocess ,  L i fe  Insu rance  Por t fo l i o  Management  cons is ts  o f  the  
fo l l ow ing  f i ve  func t i ons :  

De f ine  po r t fo l i o  ob jec t i ves .   
Measure  po r t fo l i o  p r i c ing  and  pe r fo rmance .   
I den t i f y  s t reng ths  and  weaknesses  o f  p roduc ts  i n  the  po r t fo l i o .   
I nves t iga te  ava i l ab le  i nsu rance o r  i nves tmen t  p roduc t  a l te rna t i ves  i f  necessary .   
Make changes  i f  needed to  max im ize  bene f i t s  and min imize  cos ts .  I f  no  ad jus tmen ts  a re  

war ran ted ,  de te rmine  pa ramete rs  fo r  t rack ing .  

  

Bar ry  D.  F lagg ,  CFP®,  CLU,  ChFC i s  founder  o f  The InsuranceAdv iso r .com (T IA) ,  an  on l ine  insu rance  
p roduc t  ra t i ng  resource .  T IA  i s  the  na tura l  ou tg rowth  o f  h is  need  to  measure  p r i c ing  and pe r fo rmance  
o f  l i fe  i nsu rance  p roduc ts  i n  h is  p rac t i ce  as  a  member  o f  Par tne rsF inanc ia l ,  wh ich  i s  a  d iv i s ion  o f  
NFP Insu rance  Serv ices ,  Inc . ,  a  subs id ia ry  o f  Na t i ona l  F inanc ia l  Pa r tne rs  Corp .  (NFP) .  He  can  be  
reached  a t  888-908-8242 .  

 
  

A b ou t  C PA 2B iz  |Co n t ac t  Us  |A d ve r t i s e  |  T e r m s  &  C o n d i t i o n s  |  P r i va c y  Po l i c y  |  S i t e  M ap  

© 2001-2007 CPA2Biz, Inc. All Rights Reserved. CPA2Biz and the CPA2Biz logo are trademarks and service marks of CPA2Biz, Inc. 
Harborside Financial Center, 201 Plaza Three 3rd Floor, Jersey City, NJ 07311 

All other trademarks are the property of their respective owners. 
To place an order by phone or for other assistance, please call 1-888-777-7077. 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /KOR <FEFFd5a5c0c1b41c0020c778c1c40020d488c9c8c7440020c5bbae300020c704d5740020ace0d574c0c1b3c4c7580020c774bbf8c9c0b97c0020c0acc6a9d558c5ec00200050004400460020bb38c11cb97c0020b9ccb4e4b824ba740020c7740020c124c815c7440020c0acc6a9d558c2edc2dcc624002e0020c7740020c124c815c7440020c0acc6a9d558c5ec0020b9ccb4e000200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /CHS <FEFF4f7f75288fd94e9b8bbe7f6e521b5efa76840020005000440046002065876863ff0c5c065305542b66f49ad8768456fe50cf52068fa87387ff0c4ee563d09ad8625353708d2891cf30028be5002000500044004600206587686353ef4ee54f7f752800200020004100630072006f00620061007400204e0e002000520065006100640065007200200035002e00300020548c66f49ad87248672c62535f003002>
    /CHT <FEFF4f7f752890194e9b8a2d5b9a5efa7acb76840020005000440046002065874ef65305542b8f039ad876845f7150cf89e367905ea6ff0c4fbf65bc63d066075217537054c18cea3002005000440046002065874ef653ef4ee54f7f75280020004100630072006f0062006100740020548c002000520065006100640065007200200035002e0030002053ca66f465b07248672c4f86958b555f3002>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


