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For all the talk of trusts, pensions, and business relief, there’s one inheritance strategy

that’s often overlooked — maybe because it sounds too simple.
Life insurance.

Yes, the same tool we associate with family protection and mortgage cover can also
be used to wipe out your inheritance tax bill completely — if it’s structured the right

way.

The Problem Life Insurance Solves

Let’s start with the obvious.

If your estate is worth £2 million, your inheritance tax liability could easily be
£400,000 or more.

That means, when you die, your loved ones will need to find hundreds of thousands of

pounds just to get access to the wealth you've left behind.

And that’s not a theoretical problem. It’s a real one. Families all over the UK are being
forced to:
o Sell their parents’ homes,

e Liquidate investments at the wrong time, or

e Borrow against the estate just to pay HMRC.

The government doesn’t wait for probate. The tax bill is due within six months of
death.

Life insurance is one of the only ways to make sure the money to pay that bill is

available instantly — without touching your other assets.
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How It Works

The concept is beautifully simple:

] You take out a life insurance policy
for the amount roughly equal to your
expected IHT bill — say £400,000.

| You make sure the policy is written
in trust.

] When you die, the insurer pays the
money directly to your beneficiaries
or trustees.

| That payout is not part of your
estate, so there’s no inheritance tax
onit.

_l Your family uses that money to pay
HMRC.

And just like that, your estate stays
intact. No forced sales. No panic. No

delays.

It's simple, fast, and — when done

right — incredibly effective.

Why It Has to Be
in a Trust

This is the part that most people get

wrong.

Strategy 5 - Life Insurance Secrets

Page 2

If your life insurance policy isn't written
in trust, the payout goes straight into
your estate — which means it increases
the inheritance tax bill instead of

reducing it.

That’s the irony. A poorly structured

policy can make the problem worse.

When written in trust, the payout goes
directly to your beneficiaries and

bypasses your estate entirely.

And the type of trust you use depends on
your situation:
e Bare Trusts for simple, direct payouts.
e Discretionary Trusts for more flexibility
(e.g. multiple beneficiaries).

e Split Trusts if you want to keep some

access or benefits during your lifetime.

It’s not difficult to set up — but it has to
be done correctly, and preferably

reviewed every few years.



Quick to set up - Usually just a few

The Benefits in orms
Plaln EnghSh No complex legal structures - Much

easier than trusts or company formations.

Let’s put it simply:

Instant liquidity - Your family gets cash
straight away to pay HMRC.

Stops the “fire sale” - No need to rush-
sell the family home or shares.

Flexible cover - You can match the policy
amount to your estate size.

Premiums reduce your estate - Each
payment slightly lowers the overall taxable

value.

That last point is often overlooked. Every
premium payment you make is effectively
spending down your taxable estate — so

you're saving twice.

The Pitfalls Nobody
Tells You About

Of course, like everything else in financial

planning, the devil is in the details.

> It doesn’t reduce the inheritance tax
itself. It just funds the bill. You're not
avoiding the tax — you're paying it more

efficiently.

X Medical underwriting can be intrusive.
Expect health checks and forms, especially if

you're over 60.
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>{ Premiums can rise over time. As you age, so does the risk for the insurer. If your

health changes, cover may become expensive or unavailable.

2 Wrong trust setup = disaster. Get the trust wrong, or list the wrong trustees, and

the payout could go to the wrong people — or worse, back into your estate.

> It's not always available. If you have serious health issues or are above a certain

age (typically mid-70s), you might struggle to get cover.

Why It’s Still Worth It

Despite those challenges, life insurance remains one of the simplest, cleanest ways to

plan for inheritance tax.
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Think of it as a safety net.

You might have property, shares, or pensions that all form part of your IHT strategy —

but those take time to liquidate.

Insurance provides immediate liquidity. It means your children don’t have to scramble
to sell assets under pressure. They can take their time, get proper valuations, and sell

wisely instead of desperately.

It also gives peace of mind. You know the taxman won’t be taking a big bite out of

your estate before your family even gets to see it.

Matching the Policy to the Problem

The key is to make sure your insurance matches your liability.

If your current estate is worth £2 million, but you expect it to grow to £2.5 million

over the next 10 years, your IHT bill will also grow — so your cover should too.

That’s why it’s important to review your policy regularly, especially if:




¢ You buy or sell property,

e Your investments increase
significantly, or

e The IHT rules change (and they do).

A good adviser will review your cover
every few years to make sure it still

fits the problem you're solving.

When Life
Insurance Isn’t
Enough

It's worth being honest — insurance

aloneisn’t a full inheritance plan.

It doesn’t reduce your liability, it just

pays it.

So while insurance might solve the
short-term liquidity issue, it should be

combined with:

¢ Trusts (to move assets out of your
estate),

e Pension planning (to use remaining
tax shelters), and

e Property structuring (to manage
home ownership and life interest

trusts).

Together, they form a well-rounded
inheritance tax strategy — not just a

quick fix.
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When Insurance
Doesn’t Work

I've also seen cases where insurance

created more problems than it solved.

For example, someone in their late
70s taking out £1 million of cover
might face annual premiums of
£40,000 or more. Over ten years, they
could pay almost half the sum insured

in premiums alone.

And if they have existing health
conditions — diabetes, heart issues, or
cancer — the insurer may either
refuse cover or load the premium so

heavily it stops making sense.

That’s why timing matters. The earlier
you put a policy in place, the cheaper

and easier itis.

Putting It All
Together

In my view, life insurance is one of
those “unfashionable” tools that
quietly does its job while everyone

else is chasing shiny new schemes.
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It doesn’t require complicated paperwork, it doesn’t rely on changing tax loopholes,

and it doesn’t involve locking up your money in structures you can’t access.
It’s simple, transparent, and reliable — provided it’s done right.

When written in trust, reviewed regularly, and aligned to your estate value, it can

completely remove the burden of inheritance tax from your family’s shoulders.

That’s the real purpose of wealth planning — not just saving tax, but saving your loved

ones from stress and chaos when you’re gone.

Final Thoughts

Life insurance isn’t about fear or death. It's about responsibility.

It's a way of saying: “I've done everything | can to make sure my family is protected,

financially and emotionally.”

And when used as part of a broader inheritance tax plan — with trusts, property
structuring, pensions, and business relief — it becomes one of the most powerful yet

straightforward pieces of the puzzle.

Because at the end of the day, the goal isn’t to beat the system.

It’s to outsmart it — calmly, legally, and permanently.

Important Note

I’m not a qualified tax expert, and I'm not FCA regulated. Nothing in this report — orin
any of the videos or materials in the Market Insider IHT series — should be taken as

personal tax advice.

Everything here is purely educational, based on what I've personally seen work for

families who want to protect their legacy.
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If you'd like regulated guidance, | can connect you with one of our FCA-approved IHT

specialists who can review your situation and design the right combination of

protection and tax strategy.

This report — like all the others in the Market Insider IHT series — is designed to

educate, not advise.
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Strategy 5 -...

Unlock the secrets of using life insurance as a powerful tool
to tackle inheritance tax (IHT) with "Strategy 5 - Life
Insurance Secrets." Discover how a well-structured policy
can provide instant liquidity for your beneficiaries,
ensuring they avoid the distress of selling assets under
pressure. Learn to navigate the complexities of trusts and
the importance of regular policy reviews to safeguard your

family's legacy and financial future.




