How Much Life Cover Do You Really Need?

Life insurance is often described as the financial safety net for your loved ones. Yet, one of the most
common questions clients ask is: “How much cover is enough?” The answer isn’t one-size-fits-all—it
depends on your family’s needs, lifestyle, and long-term goals.

Why Life Cover Matters

Life insurance ensures that in the event of an untimely death, your dependents can maintain their
standard of living, meet financial obligations, and achieve future goals without disruption. It’s not
about replacing you—it’s about replacing your income and protecting your family’s dreams.

Life Cover Pyramid Key Factors to Consider
_ When calculating the right amount of life cover,
How Much Life Cover Do You Need? consider these elements:

e Income Replacement: A common rule
of thumb is 10-15 times your annual
income. This ensures your family has

Future Goals ; enough to sustain expenses for years.

ek o Outstanding Liabilities: Include home
loans, car loans, or personal debts that
Liabilities would otherwise burden your family.
Home Loan, Car Loan & Debts e Children’s Future Goals: Education,
marriage, or other milestones should be
Income Replacement factored in, adjusted for inflation.
10-15x Annual Income e Retirement Needs of Spouse: If your

spouse relies on your income, ensure
adequate provision for their retirement
years.

e Emergency & Healthcare Buffer:

BUILD A SECURE FUTURE FOR YOUR LOVED ONES Rising medical costs make it prudent to

add a cushion for unforeseen expenses.

Emergency Buffer

Medical & Contingency Fund

The Formula Approach

A practical way to estimate cover is:
Life Cover=(Annual IncomexYears of Support)+Liabilities+Future Goals+Emergency Buffer

This structured calculation ensures no critical need is overlooked.

Avoiding Common Pitfalls
e Underinsurance: Opting for minimal cover to save premiums can leave your family
financially vulnerable.
e Overinsurance: Excessive cover may strain your current budget unnecessarily. Balance is

key.
e Ignoring Inflation: A 250 lakh cover today may not suffice 20 years later. Always factor
inflation.
Conclusion

The right life cover is not just a number—it’s a reflection of your family’s financial security. By
considering income replacement, liabilities, future goals, and inflation, you can arrive at a realistic
figure that safeguards your loved ones. Remember, life insurance is not a cost—it’s an investment in
peace of mind.



