
4 drawbacks you should know about cash value before 

opting for it 

Cash value life insurance policies, also known as permanent life insurance, offer both a death 

benefit and an investment component that accumulates over time. While this type of policy 

may sound attractive, there are some drawbacks to consider before opting for it. Here are four 

of the most important drawbacks to keep in mind: 

1. Higher premiums 

Cash value policies have higher premiums compared to term life insurance policies. The 

premiums of these policies not only cover the cost of insurance but also go towards building up 

the cash value component of the policy. This means that you'll be paying more for a cash value 

policy than for a term policy with the same death benefit. 

2. Complex policies 

Cash value policies are more complex than term policies. This complexity makes them more 

difficult to understand and can lead to confusion about how the policy works. It is important to 

understand how the policy works, including how the cash value component grows and how the 

death benefit is calculated. 

3. Returns may not match expectations 

Cash value policies are marketed as a way to accumulate wealth over time. However, the 

investment returns of cash value policies may not match your expectations, and the investment 

may not perform as well as you had hoped. It's important to keep in mind that these policies 

are not designed to be high-yield investments and may not be suitable for those looking for 

high returns. 

4. Surrender charges 

If you decide to surrender a cash value policy, you may be subject to surrender charges. These 

charges can be significant, especially in the early years of the policy. Surrendering the policy 

early could result in a loss of some or all of the premiums you have paid in, which can be a 

significant drawback. 

In conclusion, cash value life insurance policies can be a good option for those who want to 

have both a death benefit and an investment component. However, before opting for this type 

of policy, it's important to consider the drawbacks, including higher premiums, complexity, 

returns that may not match expectations, and surrender charges. Be sure to weigh these 

factors carefully when deciding which type of life insurance policy is right for you. 


