
Cash Value Life Insurance – A Cornerstone Asset of a Bank 

 

Not only is cash value life insurance a bank asset, it is one of the most important assets of a bank, 
particularly America’s large banks. 

Banks purchase so much cash value life insurance that life insurance of this type has its own name, BOLI 
(bank owned life insurance).  Banks own so much BOLI that the banks could be considered life insurance 
companies unto themselves.  According to the Federal Deposit Insurance Corporation (FDIC) and the 
General Accounting Office (GAO), BOLI is a cornerstone of a bank and one of the most important assets 
in the nation’s banking and financial systems. 

At the end of 2015, the 50 banks with the largest holdings of cash value life insurance owned over $114 
billion of cash value.  This represents the amount of lending they can participate in by borrowing from 
life insurance companies without interrupting the compounding of the cash values they own.  The 10 
largest owners of life insurance accounted for over 72% of these values.  However, even the 50th bank 
on this list owned $235 million of cash value.  That is $235 million that can compound inside the policies 
(tax deferred), while the bank leverages $235 million of the death benefits these policies represent at an 
interest spread profit.  Death benefits owned by these 50 banks are considered to be 5 times the cash 
values, or $574 billion. 

Banks purchase massive amounts of cash value life insurance (BOLI) for sound economic reasons.  One 
reason, life insurers, particularly mutual ones, are more stable than today’s banks because they are not 
highly leveraged.  Life insurers also have excellent track records in preserving and protecting an 
investor’s capital.  During the Great Depression, when mutual funds collapsed and more than 11,000 out 
of 25,000 banks failed by 1933, cash value life and annuity products with legal reserve companies 
remained 99.9% safe. While there were several notable failures of insurance companies during the 
depression, the only relatively large life company in difficulty was the $150,000,000 Illinois Life of 
Chicago, whose failure was followed by indictment of several of its officers on charges of conspiracy and 
embezzlement of funds of the company to support hotel properties in which they were interested.  

Life insurance also has excellent tax benefits.  Account balances grow tax-deferred and this increase 
improves the bank’s income statement.  At the death of a bank employee (insured), the life insurance 
benefit comes into the bank income tax-free.  Finally, life insurance is an ideal product to fund 
numerous employee benefits such as life insurance, disability, severance pay, long term health care and 
executive retirement benefits commonly known as SERPS.  These employee benefits are literally 
financed by the future deaths of bank employees (the insured). 

The BOLI banks purchase resides in their Tier One Capital – their most important asset.  Tier One Capital 
is the reserving and foundation of a bank and cushions the bank in times of adversity.  All banks want a 
strong Tier One Capital as it determines the total amount of money the bank can lend to the public 
which is a bank’s life blood. 

  



Tier One Capital is generally comprised of safe and liquid assets such as cash, gold bullion, loans from 
the federal government, demand deposits, short-term bonds and bank-owned life insurance (BOLI).  The 
Office of Thrift Supervision in 2004 ruled that separate account BOLI is to be given a risk rating of 20%, 
which makes cash value life insurance a highly desirable asset in light of federal banking regulations.  
Regulators do not allow equity investments in Tier One Capital as they are considered too volatile.  

Many banks own more in BOLI than they do in their premises, other fixed assets and all other real estate 
combined.  Banks ownership of life insurance as of December 31, 2015 follows.  Cash surrender value is 
the balance sheet entry of life insurance for the bank.  Death benefits to the bank is roughly five times 
cash surrender values. 

 

Name of Bank Cash Surrender 
Value (in 000’s) 

Total Bank Assets Tier One 
Bank Capital 

BOLI as a % of 
Bank Capital 

Bank of America $21,164,000 1,639,305,000 156,828,000 13.50% 
Wells Fargo Bank $18,182,000 1,610,580,000 137,251,000 13.25% 
JPMorgan Chase 
Bank  

$10,707,000 1,914,658,000 180.029,000 5.95% 

PNC Bank $7,887,137 348,291,098 32,151,687 24.53% 
U.S. Bank $5,671,829 417,458,234 38,010,671 14.92% 
Citibank $4,911,000 1,299,801,000 138,134,000 3.56% 
Branch Banking 
and Trust 

$4,205,279 205,125,538 18,381,609 22.88% 

Bank of New York 
Mellon 

$3,960,000 319,258,000 16,381,609 23.36% 

KeyBank $3,334,250 93,038,275 10,020,844 33.27% 
Regions Bank $3,085,746 125,121,263 13,407,879 23.01% 
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