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Long Term Care Insurance 
 
Summary 
 
1. Long term care is increasingly becoming a significant cost for many people, and state help is 

extremely limited. 
2. The cost of long term care can be funded out of income, capital assets or by use of insurance 

policies. 
3. Pre-funded insurance providers have mainly withdrawn from the market, as take up rates for these 

policies have been low. Options for specialist advanced planning are therefore limited. 
 
No one likes to imagine themselves growing old and being unable to look after themselves anymore. 
However, with increasing life expectancy, more and more people do find themselves needing nursing home 
care at some stage. This can be very expensive with quality care homes costing in excess of £1,000 per 
week. This either has to be funded out of income or in many cases by realisation of capital – including 
possibly selling investments or the family home, which may have been earmarked for children as their 
inheritance. 
 
Long Term Care Insurance (LTCI) aims to provide a planned way to pay for some or all of the cost of long 
term care required because of long term illness or old age. Costs can include domestic help, physical aids, 
medical services and nursing home care. There are some state benefits available, but these rarely cover all 
of the non-nursing costs of long term care. Furthermore, some benefits are means tested and no help is 
given if an individual’s assets exceed a relatively low figure. 
 
There is, therefore, a place for insurance products. As with most insurances, the earlier they are started the 
lower the premiums. There are two main types of insurances: “pre-funded” and “immediate care”: 
 
Pre-Funded Insurance 
 
These were contracts to provide for a benefit to be provided at some stage in the future when care is 
needed, in return for a lump sum or regular premiums. However, due to low demand and cost there are few, 
if any, such products currently available in the marketplace. With the advent of the government’s proposed 
cap on care costs from October 2023, we may yet see the return of some form of these products.  
 
Immediate Care Insurance 
 
These policies (also called “immediate needs annuity”) provide cover for people who already need care by 
funding part or all of the costs in return for a lump sum premium. In effect these policies are similar to an 
impaired life annuity bought with a pension fund – the worse the health of the insured, the lower their life 
expectancy and hence the higher the immediate care payment. The annuity is usually paid direct to the care 
provider (usually a care home), although some funds can be retained for personal income depending upon 
the purchase value and care fees. 

 
 
 
Risk Warning: The past is not necessarily a guide to future performance.  The value of your investment and the income from it can fall 
as well as rise and is not guaranteed. You may not get back the full amount invested. Our views are based upon our understanding of 
current legislation in England. Levels and bases of, and reliefs from, taxation are subject to change and their value to you will depend 
upon your personal circumstances. You should not act on any of the information without seeking professional advice. 
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