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LIFE ASSURANCE OVERVIEW 

 
“Assurance” refers to long term Life Cover.   “Insurance” refers to short term insurance -

household goods, vehicle etc. 

 
1. Overview 
 

38 years’ experience gives me a unique perspective of both the good and bad elements of the Assurance industry 

and as such a good start would be for me to give you an overview.  The Assurance industry PR Dept will slate my 

perspective as cynical and will hotly deny certain statements -   keep in mind they have a lot to lose whereas I do 

not and tend to call a spade a shovel even if it means it is offensive in some quarters.  Let’s start with a few “Pearls 

of Wisdom” which you would do well to take to heart and never forget. 

 
1.1. Assurance Industry specialises in BSBB (my favourite impolite saying - “bullshit baffles brains”).  Smoke and 

mirrors are the order of day and you would do well to separate the chaff from the wheat. 

 
1.2. Of all the thousands of Brokers / Agents out there: -   if 10% know their product perfectly that’s a lot and if 

then 10% of the 10% are scrupulously honest and always put the Client before themselves – that’s a lot.  

Make no mistake there are many top class, honest and professional Brokers – unfortunately few and far in 

between.   

 
Ø As you read this you have zero idea whether I fit into the 10% bracket or am equally a BSBB specialist like 

the 90%.  Only way you will be able to determine that is if I am able to prove actuarily what I recommend. 

 
1.3. What is the best Life Assurance product you can buy – worldwide?    Answer: - None at all - Zero – Zip.  Think 

about it.  If you were Bill Gates would you need Life Assurance??  Clearly not.   

 
1.4. Ah!  But you are not Bill Gates, right?  So, unless you are going to become financially independent anytime 

soon and are able to cancel Life Assurance - you need to understand you must be able to afford this product 

until you die.   

 
1.5. Critical lesson No 1:-   Life Cover in its purest form never changes. In the last 38 years in this industry, I can 

testify that the fundamentals are exactly the same.  Cover costs Rx per R10000 and if you die at age 99 and 

policy lapses at 98, your estate will get a fat zero.  Think about your car insurance: - you pay premium -you are 

covered – lapse policy = zero cover.  There are no cash values in pure Life Cover.   
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1.5.1. All the “Cashbacks”, “Rewards”, etc., the industry offers are part of the BSBB mentioned above - the glitz 

and glamour – smoke and mirrors - all dependent on your long participation – all dependent on your 

performance – all actuarily built into the premiums.  (PPS is exception to the above – to be discussed 

separately). 

 
2. Premium patterns 

 
You can buy R1,000,000 Life cover for R100 or R1000.   Same cover.  You – the layman – looks at this lot and says 

clearly the R100 deal is best.   Right?   Wrong!   R100 product is called “Age Rated” and grows annually as opposed 

to the R1000 policy which is called “Level Rated” and which remains level for the same cover. 

 
Critical lesson No 2:-   So, if you are not Bill Gates and provided you understand you get zero out if you cancel the 

policy, then you need to understand you must structure the policy  upfront so that you can afford it when you are 

old. The industry loves selling Age Rated because it is an easy sell - close the deal - commission is king.   

 
2.1. Age Rated WILL burn you financially 🔥🔥🔥 - 100% guaranteed.  And what will happen is you will cancel as 

you will not be able to afford the heavy premiums.  

 
2.2. And you think the Assurance Industry will be ever so sad to see you go right?   They want you to cancel.  They 

actuarily build in the factor that a very high percentage of clients will cancel before they die.   Can you hear 

the indignant screams from the industry? -  “Cynic – liar -  us- never – we care deeply for our clients”.  Rubbish 

folks.  All they care about is the bottom line. As long as they can keep you around for 10-20 years paying 

those nice premiums – perfect – and if you cancel your policy before you die, that is the real cherry on their 

cake.  They have no need to pay you out. Major profit. Stock market shares go up. Shareholders very happy 

with a job well done.  Win-win-win.   Only looser is you - the schmuck who was sold cheap rubbish. 

 

2.3. Premium pattern abuse is what I see in 99% of the cases.  Wherever possible I outright refuse to sell “Age 

Rated” even if it means losing the business to a competitor.  There are very few exceptions. One justifiable 

example would be a very young couple with children who have precious little money but who desperately 

need cover - they will be sold Age Rated – but with very clear and dire warnings - in writing – that they need 

to upgrade as soon as possible, or suffer serious financial damage in later years.  (There are other examples – 

business assurance maybe – but few and far between) 

 
2.4. This Critical lesson No 2 is so important I am going to hammer it home with a text case study as follows: 

 
Ø Existing Client contacted me recently in desperation as he was paying premiums on behalf of his Dad and 

they were financially crippling him. On investigation his Dad took out a policy with Liberty Life for R1 

million in 2013 at age 63 – premium was R3,100 p.m.   

Ø On investigating the case it was discovered the Broker had fraudulently not declared all medical 

conditions, so we had to move heaven and earth to get Liberty to rectify matter and ensure Client was 

actually covered. 
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Ø By August 2022 – Client now aged 72 – premium had escalated to R15,101 p.m.   Cover had grown to R1,8 

million. 

Ø We called for a quote to convert this policy to level cover.   Liberty came back with a premium of R25,441 

p.m.  -  a stunning 151% escalation.   

Ø Result was Client was forced to convert to level premium pattern but reduce cover to R500,000 with a 

premium of R7066 p.m.  simply to ensure he retained some cover. 

 
2.5. Herewith a second case study based on new current quotes.  Following table refers.  Results as follows: 

 
Ø Client – Age 35 – R5 m Life + R5 m Severe Illness + R5 m Disability Cover. 

v Level Premium = R3,694 p.m. versus Age Rated = R2,105 p.m. 

Ø Breakeven point in terms of total money spent in this specific case is 15-16 years. 

Ø At age 65 Client locks cover in at R21,6 million (R5 million in present day value). However, premiums still 

have to be paid until death do us part. 

Ø Table below speaks volumes. 

v Age 65 – R  4,6 million variance between Level and Age rated premiums. 

v Age 70 – R11,1 million variance between Level and Age rated premiums. 

v Age 80 – R24,1 million variance between Level and Age rated premiums. 

v Age 90 – R37.0 million variance between Level and Age rated premiums. 
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Ø (Note:  Above comparison assumed an escalation of 30% to convert Age Rated to Level rated at age 65.  

Yet in the Liberty example in 2.4 above, the actual quote came in at 151% escalation.  Therefore, to say 

above example is conservative is definitely an understatement)  

 
2.6. Brokers will tell you to rather convert to Level in later years.  Example quoted above speaks for itself.  It is still 

a no-no.     Bottom line:  Avoid Age Rated premium pattern from day 1 if humanely possible. It is poison. 

 

3.  Cash Back and Reward Programs. 
 

Most of the Assurance Companies offer one or other form of Cash Back / Reward program.  Some can be very good 

incentives.  This does not change what I said above, viz:  basic cover has zero cash values and all rewards / cash 

back is technically BSBB and built into premiums one way or another.  Critical lesson No 3:-   You get nothing for 

nothing.  There are no freebies. 

 
3.1. However, as long as you understand the above and are able to work the various systems and programs then 

they can be very beneficial. 

 
3.2. An appointment with me will highlight the pitfalls and all the pros and cons. 

 
4. How much Cover do I need? 

 
We have already established you are not Bill Gates therefore you definitely do need Cover.  Question is what type 

of cover and how much. 

 
4.1. Keeping mind that the best Life Assurance is none at all, the objective is always to determine what is the least 

amount of cover you need – not the maximum.  However, it is vitally important to be covered correctly, 

therefore, to ensure you strike the right balance between having adequate cover for your family and ensuring 

it is affordable. 

 
4.2. That can only be achieved by doing a comprehensive and proper FNA. (Financial Needs Analysis).  And this is 

where the rubber meets the road between Brokers who use industry standard – paint by number programs 

which spit out fancy graphs and blind you with complete BSBB, versus a Broker who not only has designed 

and built his own program but can prove actuarily what he is talking about. 

 
4.3. Not only can I prove my recommendations to you actuarily, but by the time I am finished with you, I give you 

the program which you can update this yourself for life.  Provided you have absolute basic Excel skills you will 

be able to dictate and change criteria used and thus eliminate all future nonsense.  You will be in total 

control. 

 
4.4. Contact me for an appointment for an obligation free FNA assessment.    
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5. So, do you still think your current portfolio is perfectly adequate? 
 

Standard reply from most people is  “My Broker has looked after me for years -  he/she is my best mate / cuzzie / 

mother / father / golf buddy, etc.  He always does the best for me”.     

 
Ja-No-fine! - Really?   

 
38 years of experience have demonstrated that 95% of people who grant me the opportunity to review their portfolio 

become my Client.   Why do you think that is?   Because 9 /10 -  “Best Mate Broker” has not done the right job. Turns 

out he is not clued up after all and sadly – all too often – intentionally or unintentionally - implements policies that are 

detrimental to his Client.    

 
In only 5% of the cases am I able to say,  “Mr Client – stick with your Broker as he has done a great job”. 

 
A second opinion cannot possibly hurt you.  I urge you to give me the opportunity to review your portfolio 

and give you an obligation free assessment. 

 
Contact me  -  could just save you a small fortune during your lifetime.  

 

What’s App or call me directly on 0824504151  or email at rob@fcs.co.za 

 

 

Regards 

 

 

 

 

Rob Santini 

 

 


