
LTC-1

Why Purchase Long-Term Care Insurance?

An Example
SCENARIO A

45 year-old individual seeks a financial plan capable of funding a three-year nursing home stay by age 85.  

Option 1 - Savings plan
Annual savings needed, assuming 7% return: $ 4,002
Total cash needed at age 85, assuming 5% annual inflation: $ 798,970

Option 2 - Long-Term Care Insurance
Annual premiums: $ 600
Lifetime value of premiums, assuming 7% return: $ 119,781 

Potential Savings from Long-Term Care Insurance
Annual savings: $ 3,402     
Lifetime savings, assuming 7% annual return: $ 679,159

SCENARIO B

65 year-old individual seeks a financial plan capable of funding a three-year nursing home stay by age 85.  

Option 1 - Savings plan
Annual savings needed, assuming 7% return: $ 7,345
Total cash needed at age 85, assuming 5% annual inflation: $ 301,124

Option 2 - Long-Term Care Insurance
Annual premiums: $ 942  
Lifetime value of premiums, assuming 7% return: $ 38,618  

Potential Savings from Long-Term Care Insurance
Annual savings: $ 6,403
Lifetime savings, including 7% annual return: $ 262,494 

NOTES:
Calculations based on 3-year long-term care policy with a $100 daily benefit, five percent compound inflation protection
and 90-day elimination period.


