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Strategy 3
Maintain your family’s 
living standard

If you have a financially dependent family, you should ensure 
you have enough Life insurance.

What are the benefits?

By using this strategy, you could:

• provide your family with an ongoing 
income if you die, and

• enable them to meet their living 
expenses if you pass away.

How does the strategy work?

In the previous strategy, we explained 
why you should consider using insurance 
to clear your debts if you die, become 
totally and permanently disabled or 
suffer a critical illness.

However, it’s also important you have 
enough Life insurance to enable your 
family to meet their ongoing living 
expenses in the event of your death.

As a starting point, you need to:

• work out what your family spends 
each year on groceries, education, 
household bills and other living 
expenses, and

• decide how long you’d like your 
family to be financially supported 
in your absence.

Once you know these two things, 
a financial adviser can help you calculate 
how much Life insurance cover you will 
need to provide the required income over 
the desired time period.

When doing this, a financial adviser 
can take into account the tax that may 
be payable on the investment income 
your family will receive and allow for 
the impact of inflation. 

For more information
With the right insurance advice, your 
family could receive enough after-tax 
income to meet their ongoing living 
expenses and avoid financial difficulty. 

A financial adviser can also review 
your insurance needs with you over 
time to help you make sure you remain 
suitably covered.
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Case study

Peter, from Strategy 2, also wants to make sure his wife (Vanessa) and three young 
children will be able to maintain their living standard if he dies. 

Peter works out his family currently needs around $34,000 pa (or $650 per week) 
to meet their regular bills and expenses, excluding loan repayments.

Commitments Amount Frequency Annual amount

Groceries $1,000 Monthly $12,000

Education fund (for three children) $300 Monthly $3,600

Household expenses (eg electricity, 
gas, phone, insurance and petrol)

$2,650 Quarterly $10,600

Other living expenses 
(eg clothing and entertainment)

$150 Weekly $7,800

Total $34,000

Peter would also like to ensure his family has enough money to meet these financial 
commitments for the next 18 years, until their youngest child reaches 21.

After assessing their goals and financial situation, their adviser recommends Peter take 
out an extra $460,000 in Life insurance cover. This is in addition to the Life, TPD and 
Critical Illness cover he needs to clear their debts—see Strategy 2.

Should he die, the additional lump sum payment of $460,000 can be invested to 
generate an after-tax income of $34,000 pa over the 18 year period1.

Note: This case study highlights the importance of speaking to a financial adviser to make sure 
you have enough Life insurance so your family can meet their ongoing living expenses if you pass 
away. A financial adviser can also address a range of potential issues and identify other suitable 
protection strategies—see Tips and traps.

1 Assumes the lump sum of $460,000 earns an after-tax return of 6% pa, the income required 
increases at 3% (Growth 4.06%, Income 3.68% and Franking 28.55%) pa to keep pace with 
the rising cost of living and the capital is exhausted over the 18 year period. Provision for 
1.4% per annum (ICR and Account Management Fees). 

Tips and traps

• When determining the amount of 
Life insurance you require, it’s also 
important to take into account any 
funeral and estate costs that may 
need to be met when you die.

• You may want to decrease the 
amount of Life insurance cover over 
time as the period over which you 
need to provide income support for 
your family declines.

• If you are the primary income 
earner, you should also consider 
insurances that can enable your 
family to meet their ongoing living 
expenses in the event of your illness 
or injury (see Strategy 1).

• If your partner is not working, they 
should consider insurances that can 
provide a payment to cover medical, 
childcare and housekeeping 
expenses if they become critically 
ill or die (see Strategy 4).

• There may be some advantages 
in taking out the Life insurance 
in a super fund (see Strategy 7). 
However restrictions do apply 
to who can be nominated as a 
beneficiary and taxation liabilities 
may apply to certain eligible 
persons when a death benefit 
(including insurance proceeds) 
is paid in the form of a lump sum, 
pension or a combination of both 
from a super fund. 

• It may be more cost-effective over 
the longer term if you pay level 
premiums, rather than stepped 
premiums that increase each 
year with age (see Strategy 8).
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