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Investing in UL today…for tomorrow

Presented by:  MARTIN LYDON

BUSINESS DEVELOPMENT MANAGER

This presentation is prepared as a general source of information and is not intended to provide legal, financial, accounting or tax advise, and 

should not be relied upon in that regard. If legal, financial or tax advice or other professional assistance is needed, the services of a competent 

professional should be obtained.   Any information contained in this presentation does not constitute advice, an offer to sell/purchase, or as an 

invitation or solicitation to do so for any entity. The content of this presentation is based on sources believed to be reliable, but it’s accuracy 

cannot be guaranteed. No one should act upon these examples or information without a thorough examination of the tax and legal 

situation with their own professional advisors, after the facts of the specific case are considered.  This presentation, in whole or in part, 

must not in turn be presented to prospects, applicants or clients, without revising it to comply with CLHIA Guidelines.
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IF NOT UL……What

• Term     dod  budget

• WL Par expensive

• WL non par an option
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If Not UL…..what

• Lets look at a typical family market/mid market situation.
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UL Just for protection

• M37 F38 joint FTD both NS

• Need $492,000 plus CI 25,000 CI 20

• 3 kids $30,000 CTR each covered for….

• T20 Life Provider UL 25k/467

• $119.75 $157.69                                   
Plus $38.00 perm insurance

• Comp 1400 (150%) Comp 2200 (150%) (OVER 50%)

• PLUS  you need Blood Only Urine     WHY????
Para

Urine
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• Lock in the cost of perm  

• Youngest and healthiest

• Affordability

• Ease of UW



5

Investing in UL today…for 
tomorrow

• What about over funding in a UL?

• Is it a good thing?

• Does it work?

• Level COI or YRT?

• Get to know ideas and concepts you currently don’t know.
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UL investment options 1990

• Daily Interest

• 5 yr portfolio average

• Cdn Equity Index

• US Equity Index

UL Investments then
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• Daily interest account

• 5, 10 yr GIA

• 500+ funds including

– Managed Mutual Funds

– Indexed Funds

– Managed Portfolio Indexes

– Exchange Traded Fund (ETFs)

– Specialty Funds

• Guaranteed Market Indexed Accounts

UL Investments today
BMO Life Dimensions UL
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• Low volatility

• 1st, 2nd quartile performance

• Minimum Supervision

• Good diversification

A good UL investment fund…
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Some of our funds

• Here are just a few of our investment choices that delivered great results in 2012 as well as

• consistent returns over the past several years.

• Designated Fund Returns as of December 31, 2012

» Inception 1 Year 3 Year 5 year    10 Year UL Fees

• Bissett Small Cap Fund

• Series A

» 8.93% 20.77% 10.41% 4.16% 8.77% 1.50%

• BMO GDN Enterprise Fund

» 9.38% 14.91% 12.53% 5.29% 9.53% 1.00%

• CI Signature High Income

• Fund Class A

» 9.78% 11.58% 10.47% 6.69% 9.72% 1.50%

• Trimark US Small

• Companies Class Series A

» 6.54% 10.02%  10.83% 5.94% 6.53% 0.00%

• BMO GDN Monthly High

• Income Fund II

» 11.68% 7.67% 12.80% 6.78% 11.66% 0.00%



10

Investing in UL today…for 
tomorrow

The Low Fee “No Fee” Advantage

Source: BMOInvestPro.ca

2% - 2.5% immediate client savings!!
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S&P/TSX 60 Market Indexed Account

“Ouch! It’s hurts when returns on indexed accounts take a plunge!”



12

Investing in UL today…for 
tomorrow

ADVANTAGES

• No negative returns

• Sheltered fixed income

• Ease of management

DISADVANTAGES

• Locked in to low % environment

• Costly MVA’s in an increasing interest rate environment

• IIT & commissions reduces return

• Limited fund growth

Trending towards GIA’s today
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New and improved Crediting Rate Formula

Simply the best against other universal life providers1

Bonus Plans Low Fees Plans

BMO Insurance 90% of … less 1.25% 90% of … less 0.75%

Company A 90% of … less 1.75% 90% of … less 1.05%

Company B 90% of … less 1.75% 90% of … less 1.25%

Company C 90% of … less 1.75% n.a.

Company D 90% of … less 1.75% 90% of … less 1.75%

Company E and Company F 90% of … less 2.00% 90% of … less 1.50%

Company G 90% of … less 2.75% 90% of … less 1.50%

Company H 90% of … less 2.00% n.a.

1 Companies surveyed: BMO Insurance (LifeProvider and Life Dimensions), Canada Life (Millennium), Desjardins Financial (Pace UL), Empire Life (Trilogy), Equitable Life (Equation 
Generation), Industrial Alliance (Genesis), Manulife (InnoVision), Sun Life (Sun UL) and Transamerica (Estate Advantage). 

The comparison was performed based on information believed to be reliable and in effect as of October 15, 2012. BMO Life Assurance Company is not liable for any errors or 
omissions in the information derived from third party sources.

Guaranteed Interest Account
(5 years and 10 years)
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Source: www.bankofcanada.ca
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• Example of MVA on $100,000 FV invested in a 10yr GIA at current 1.5% 
switched out in yr 3 with an increase in rates of:

– 0.5%……………MVA: ?

– 1.0%……………MVA: ?

– 1.5%……………MVA: ?

Cashing out early…..Ouch!
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• Example of MVA on $100,000 FV invested in a 10yr GIA at current 1.5% 
switched out in yr 3 with an increase in rates of:

– 0.5%……………MVA:  $3,500

– 1.0%……………MVA:  $7,000

– 1.5%……………MVA:  $10,500

• Imagine the MVA on a 20 year GIA!!

Cashing out early…..Ouch!
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• ...1986 CL PAR 12%

• ...1987 Sun PAR 11.3%

• ...1988 Manu PAR 12.1%

• ...1989 Equitable PAR 11%

Whole Life declared dividend rates obtained from the respective insurance carriers marketing material.
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PAR in 2012

• 2012 announced PAR rates:

– Canada Life :  6.96% (down 40 bps)

– Manulife:  6.55% (down 75 bps)

– Sun Life: 7.15%  (down 25 bps)

– Equitable:  6.8% (down 30 bps)

Whole Life dividend rates obtained from the respective insurance carriers marketing material.
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PAR Dividend Scale
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The Future of PAR

• Some insurers have exited the PAR Whole Life Market

• Uncertain future

• Gtd CSV/DB creates accounting pressures (expenses) under Phase 2 IFRS

• Older maturing bonds replaced by low yielding long term bonds 

• Declining lapse gains also dragging the performance downwards
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• ARE THERE ANY OTHER OPTIONS?
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• In July 2011, BMO Insurance partnered up with BMO Capital Markets to 
offer the GMIA.

• Inspired by popular American “GMIA” style UL investment options offered 
by Hartford Life, Aviva, Minnesota Life, John Hancock,  Penn, Lincoln, etc

• Available in Life Dimensions Universal Life policy issued November 2010 or 
later.

• A hybrid between a GIC & ETF:   Best of both worlds!!

Guaranteed Market Indexed 
Accounts (GMIA)
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Guaranteed Market Indexed 
Accounts (GMIA)

• ETF+GIC Hybrid / Market Linked GIC / GIA+Equity Blend

• Unlimited growth potential of a market index plus the security of a GIC.

• Rates of return are guaranteed to never be negative.

• Annual reset allows gains to rollover into new series.

• Fixed Interest Option available that is tied to long term bond rates.

• A GIC alternative - Long term averages somewhere between a GIC & Index
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Get off the rollercoaster ride 
with the GMIA
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S&P/TSX 60 Market Indexed Account

Post 2008 market volatility 
will likely continue for the 
next several years

Buy low / Sell High – Nice theory 
but psychological biases 
influences investor decisions 

More +’ve than –’ve returns & 
returns are usually double digits!  
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Get off the rollercoaster ride with 
the GMIA
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S&P/TSX 60 Market Indexed Account Canadian Equity GMIA

1 GMIA Values are based on the GMIA Credited Rate of Return using the historical performance of the underlying Reference Market Index by calendar year assuming the 
fund was available for that period.  The historical performance of securities in the Reference Market Index does not indicate the future performance of those securities. 
Assumptions: Index Cap Rate: No maximum; Hurdle Rate: 3%; Participation Rate: 55%

2 Market Indexed Account Values are based on the historical performance of the underlying Total Return Index less 1.75% by calendar year.  The historical performance 
of securities in the Total Return Index does not indicate the future performance of those securities.
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Risk vs. Reward

(1) GMIA  (2) S&P/TSX 60 Market Indexed Account (3) Historical 10 Year GIA
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Back Tested Example of Returns

(1) GMIA  (2) S&P/TSX 60 Market Indexed Account (3) Historical 10 Year GIA
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Examples from GMIA Illustrator

• Results of back testing our current model of participation rate setting:

– Periods that would hit our internal limits range from 85% to 30% 
participation.

• Average Participation between 1994 to 2001 would have been 82%.

– 65% between 2001 to 2011

• Annualized returns:

– 7.3% between 1994 to 2004 

– 7.01% between 2004 to 2011 

– 6.03% between 2002 and 2012

• All values from data assuming a January 1st purchase date.

These participation rates and resulting returns have been calculated using historical returns such as 
but not limited to long term bond rates, volatility indexes, and BMO Insurance’s internal guidelines 
for setting these rates.
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Let’s Explore the Illustrator…
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PAR vs. GMIA

PAR Whole Life GMIA (Universal Life)

• Downside Protection

• Long historical returns

• Limited Upside Potential

• Slow to respond to bond rate movements

• Very little premium flexibility

• No alternative investment options

• Limited product transparency

• Downside Protection (0% floor)

• New fund so no long term history

• Unlimited Upside Potential

• Quick response to increases in bond rates

• UL premium option is very flexible

• A multitude of investment options

• Total transparency
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• Asset Allocation - spreads the 
risk between various asset 
classes to reduce volatility. 

• Product Allocation spreads the 
risk between various product 
types.

• Diversification of product and 
asset class is key to a 
comprehensive risk 
management plan

PAR

33%

UL+GMIA

33%

TFSA

34%
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• Is PAR dying? 

– No!

• Should you surrender your PAR 
contracts and stop selling PAR?

– No!!

• Does it make sense to spread 
the risk so your clients eggs are 
not in one basket? 

– YES!!!

• Product Allocation is the key

PAR

33%

UL+GMIA

33%

TFSA

34%
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Exchange Traded Funds

• Over 20 BMO ETFs to offer your clients more choice and exposure

• Examples of some low volatility ETFs include but not limited to…

BMO Eql. Weight Utilities ETF (ZUT)

• Fortis Inc, Emera Inc, Atco Ltd

• Utility companies

• � energy consumption world wide 

•We all need electricity in good or   
bad economic times!

• 3 yr risk beta:  0.67*

BMO Low Volatility Cdn Equity ETF 
(ZLB)

• Fairfax, Shoppers DrugMart, Weston

• Consumer staples

• We all need staples in good or bad 
times!

• 3 yr risk beta:  0.97*

*Source:  Globefund.com, Oct 31, 2012)
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Exchange Traded Funds

• No need to be an ETF expert 

• Contact BMO ETF Wholesalers today!!

– Ontario:  Kevin.Prins@bmoguardian.com

Daniel.Stanley@bmoguardian.com

– Western: Mark.Wesbter@bmoguardian.com

– Eastern:  Alain.Desbiens@bmo.com

• Available to field your questions or available for group presentations to 
your COI or prospects
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Specialty Funds 

• Unique speciality funds available to your exclusive HNW clients

• Provides HNW Investment Advisors access to sophisticated investments 
beyond what is available on www.BMOInvestPro.ca

• Approval process available to add new funds 
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ANOTHER Fund TREZ BISON
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A Few Helpful Tips…

• Assess your client’s risk tolerance and return objectives.

• Keep diversification in mind

• Select options that have a good track record compared with 

the industry average

• Focus on low volatility funds invested in less cyclical 

sectors

• Relatively stable calendar year returns

“With so many options, how can I 
make the right choice?”
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Determine your client’s investor profile and 
risk tolerance by completing an “Investor 
Profile Questionnaire” with them.

Investor Profile Questionnaires are readily 
available in universal life sections of the Wave 
illustration and on our website at: 
www.bmoinsurance.com/advisor.

You have the tools at your 
fingertips…
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BMO Investment PRO 
provides up to date 
information on all your 

BMO Insurance investment 
options. 

Connect to the investment 
PRO website directly from 
the Wave illustration or

bookmark your link to 

http://www.bmoinvestpro.ca

You have the tools at your 
fingertips…
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Advanced Search helps 

you select what you are 

looking for…

Key-in on What’s Most Important…
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* Based on July 2012 results

The Results: An Example 
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Design a solid UL Illustration 
designed for Investment Growth

• Total deposit determines the required Insurance amount to 
efficiently tax shelter funds

• YRT cost of insurance selected

• Add a “Maximizer” to keep the invested funds at MTAR

• Whenever possible, add a spouse on the contract as a joint-last-to-
die to effectively reduce insurance costs

• Take advantage of the “Special Death Benefit” option on 1st death
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• Investor Maximizer
Face Amount decreases start as early as the end of year 5
Designed for deposit durations of 5 years and over

• Maximizer Select
Face Amount decreases start as early as the end of year 5
Designed for deposit durations between 3 – 5 years

• Maximizer Elite
Low Initial Face Amount with increases at the beginning of years 2-10
Designed for early lump sum deposits
Three annual premiums are required
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Deposit into tax-deferred account

Cost of Insurance

Administration Fee ($12/month)

Premium Tax (2-4% of each deposit)
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The Tax-Deferred Advantages of UL

A Tax-Deferred investment portfolio with life insurance

Tax-Deferred Estate Value

Tax-Deferred AccountLife Insurance
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Case Study 1
Investor Maximizer

Wave 24.1 
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Investor Maximizer

Wave 24.1 
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Case Study 1
Investor Maximizer

*Conventional assets such as Bonds, GICs, Mutual Funds

Wave 24.1 
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Case Study 1
Investor Maximizer

Wave 24.1 
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Maximizer Select

Wave 24.1 
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Case Study 2
Maximizer Select

Wave 24.1 
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Case Study 2
Maximizer Select

*Conventional assets such as Bonds, GICs, Mutual Funds

Wave 24.1 



55

Investing in UL today…for 
tomorrow

Case Study 2
Maximizer Select

Wave 24.1 



56

Investing in UL today…for 
tomorrow

Case Study 3
Maximizer Elite

Wave 24.1 
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Case Study 3
Maximizer Elite

Wave 24.1 
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Case Study 3
Maximizer Elite

*Conventional assets such as Bonds, GICs, Mutual Funds

Wave 24.1 
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Case Study 3
Maximizer Elite

Wave 24.1 
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Conclusions…

• LCOI on the way out � YRT becoming more mainstream

• Traditional PAR not built for current economic times

• GIA investing limits growth for tomorrow

• Asset allocation is easy when you are given tools, resources, and viable 
investment options 

• Nearly 500 investment options for you to choose from, ETFs, Bonds

• GMIA gives upside of the market index with downside protection 

Wave 24.1 



61

Investing in UL today…for 
tomorrow



62

Investing in UL today…for 
tomorrow

1-800-608-7303

Martin.lydon@bmo.com

Mimi.chenge@bmo.com

Irina.danilovitch@bmo.com

Greg.young@bmo.com

Andrea Hampton@bmo.com

Deeanne.norton@bmo.com

1-800-608-7303

We’re here to help. 
Give us a call!
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Thank You

• This presentation is prepared as a general source of information and is not 
intended to provide legal, financial, accounting or tax advice, and should 
not be relied upon in that regard. If legal, financial or tax advice or other 
professional assistance is needed, the services of a competent 
professional should be obtained.

• Any information contained in this presentation does not constitute advice, 
an offer to sell/purchase, or as an invitation or solicitation to do so for 
any entity. The content of this presentation is based on sources believed 
to be reliable, but its accuracy cannot be guaranteed. No one should act 
upon these examples or information without a thorough examination 
of the tax and legal situation with their own professional advisors, 
after the facts of the specific case are considered.

• Information contained in this document is for illustrative purposes 
and is subject to change without notice.

• Insurer: BMO Life Assurance Company.

• ® Registered trade-mark of Bank of Montreal, used under licence.


