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Mortgage Life Insurance  
 No doubt you’ve spent much time and 
energy deciding on the right home and 
mortgage. Your home, for many, is one 
of the largest personal investments you 
may make during your lifetime.     

Most Canadians agree that it is 
important financially to protect this 
investment for their families in the event 
of a premature death, by applying for 
Mortgage Life Insurance. Let’s take a 
close look at the Mortgage Life 
Insurance options to determine which 
arrangement is best for you! 

Option 1:   Purchase Mortgage Life 
Insurance through the lending institution 
which holds your mortgage. 

Advantages:  

·  Easy to apply for at the same 
time you complete the 
paperwork for your mortgage 
application.  

·  Very few health questions 
asked in order to make 
application for the insurance.  

·  Cost can be slightly less 
expensive compared to an 
individual policy if you are aged 
20 to early 30’s.  

·  Premiums can be included with 
your mortgage payment.  

·  Mortgage balance should be 
cleared in the event of the death 
of insured. 

Disadvantages:  

·  Coverage decreases with the 
principle amount of your 
mortgage, although your 

premium payments stay the 
same.  

·  The harder you work to pay 
down your mortgage by 
making additional payments 
on the principle balance, the 
faster your coverage 
decreases.  

·  The lending institution is the 
beneficiary, not your loved 
ones.  

·  8% Provincial Sales Tax is 
added to the premium 
payments.  

·  Insurance coverage is not 
portable (i.e. cannot be 
continued if you decide to 
transfer your mortgage to 
another lending institution)  

·  Once the mortgage is paid in 
full, the coverage ends. There 
are no rights to continue or 
convert the policy to a 
permanent plan of insurance 
which provides lifetime 
coverage. 

Option 2:   Apply for an Individual Life 
Insurance Policy through your 
Financial Advisor 

Advantages:  

·  You name your own 
beneficiary.  (i.e. your spouse 
or children)  

·  Insurance coverage remains 
level and does not decrease 
regardless of your mortgage 
balance.  

·  Insurance proceeds are paid 
out tax free and can be used 
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for any purpose. (i.e. paying 
off mortgage balance,  
providing income, burial 
expenses, etc)  

·  Many different lengths of 
coverage options are 
available. (i.e. 10 years, 20 
years or lifetime protection)  

·  Full and extensive medical 
evidence is evaluated when 
making an application.  
Advantage is that although 
there are more 
comprehensive health 
questions and perhaps 
paramedical examinations 
upfront, the coverage is very 
secure, as the insurance 
company can take a full look 
at your health in advance, 
rather than at the time of 
claim.  (This expedites 
prompt claim payment – 
generally within 2 weeks 
from time of making an 
application for a death claim)  

·  You own the policy and the 
coverage is portable.  (i.e. 
you do not need to reapply if 
you change the financial 
institution which holds your 
mortgage)  

·  Once the mortgage is paid 
off, the coverage can be 
continued if desired. (If the 
policy is a term insurance 
plan, conversion options are 
available without proof of 
health through most 
individual contracts)  

·  Provincial Sales Tax is not 
charged on individual 
policies.  

·  Pricing can be less 
expensive than mortgage 
insurance at your lending 
institution. (Particularly if you 
are aged 35 and up) 

Disadvantages:  

·  Some additional time 

involved contacting an 
advisor.  

·  Extensive medical tests and 
reports such as a 
paramedical and your 
physician’s report may be 
required.  May be considered 
a disadvantage by some, 
due to the additional time 
required by the applicant. 
(Note: The cost to provide 
the medical information and 
tests is generally paid for by 
the insurance company you 
decide to do business 
with)                                

As you will note, the choice is yours 
regarding your Mortgage Life 
Insurance. 

At Capital Wealth we strongly 
recommend that when you apply for 
your mortgage, that your answer is 
“YES”, when your lending institution 
asks, “Do you wish to purchase the 
Mortgage Life Insurance 
Coverage?”   This ensures that you 
have immediate protection in place. 

Then, contact your Financial Advisor 
to discuss and compare other 
options available regarding the 
advantages of an individual plan.   
We find that in most cases it is in the 
client’s best interest to own an 
individual policy, however, make 
sure that you keep your existing 
coverage with your financial 
institution in place until you know 
that your Individual Mortgage Life 
Insurance Policy is approved .   
Remember, you are in charge and 
have absolutely no obligation to 
continue the mortgage insurance 
with your financial institution if you 
find a more suitable plan elsewhere.  
It’s all about being in control. 

If you would like help determining 
your Mortgage Life Insurance 
options, please contact us directly at 
(905) 682-5789 or send an email to 
info@capital-wealth.ca. 


