
T
his question usually goes un-
answered these days because 
many people are reluctant to 
call in a life insurance profes-
sional or fi nancial planner 

because they are afraid they will be told 
they need a lot more insurance than they 
think they will need and it is depressing to 
think about regardless of what they need.  
Over my years in the insurance business, the 
clients who wanted to fi gure out what they 
needed did have more peace of mind than 
the clients who just wanted to know how 
much insurance they could get for a certain 
dollar amount.  Many people are content to 
make sure their mortgage is covered, and, if 
they don’t have children, this may be suf-
fi cient.  
Many people can fi gure out how much life 
insurance is enough, especially if they have 
young children, by following a few simple 
steps:

1.  Total up your assets:  income, housing, 
car, savings, investments, life insurance, 
and miscellaneous. 

2.  Subtract your liabilities (mortgage, 
debt, loans) from your assets to see what 
liquid assets you have left. 

3.  Apply that number to what your month-
ly expenses would be.  You should fi gure 
those expenses both with paying off the 
mortgage or keeping the mortgage.  Nor-
mally it is better to keep the mortgage 
because of the favorable tax status, but 
look at your own situation and what is 
best for you. 

4.  Subtract you and your spouse’s income 
to see how much of a shortfall you would 
have in both scenarios to see how much 
income you would still need.  This will vary 
greatly depending upon who is making the 
most money and also what would it cost to 
replace child care. 

5.  This is where in the process people 
will forget to take a look at social secu-
rity benefi ts, which, for a family with two 
young children could amount to as much 
as $40,000 a year in benefi ts!  This covers 
a lot of your need that many people forget 
to take in to consideration when fi guring 
out how much life insurance is enough.  
Many advisors will leave this out.  Make 
sure you put it in.  Every year you get a 
statement regarding your social security 
benefi ts.  It is not just for retirement.  If 
you have children under the age of 18, you 
also have an insurance policy from the 
government.

6.  Once you have taken these steps, you 
can see if you have enough life 
insurance for your surviving 
spouse.  Make sure to ad-
dress college and emer-
gency fund also, but be 
wary of the insurance 
advisor who gives you 
the big bill for the four 
year out of state uni-
versity that your son or 
daughter has their heart 
set on.  That may be fi ne if 
you are both working, but if it 
is a case of a surviving spouse, 
and, even if it is not, be smart and 
have your child go to a community col-

lege for two years and then transfer to the 
college they want to graduate from.  It will 
look the same on their resume. 
 
If you follow these steps you should have 
confi dence and peace of mind that you have 
addressed the issue of how much life insur-
ance.  You may very well be surprised that 
you don’t need as much as you thought.  
Remember that term policies will be fi ne for 
when your children are young, but, if you 
haven’t looked at permanent insurance, you 
should do so when the children are grown.  
Remember, you shouldn’t need as much, 
but, also you no longer have the comfort of 
the government’s insurance policy through 
social security.  

Steve Bosak is a fi nancial professional 
specializing in life insurance.  If you need 
advice on your life insurance plans he can 
be reached at 732-330-5348 or email him at 
sbosak111@comcast.net
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