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How Mutual Life Insurers Pay Dividends

No shareholders to pay. Surplus goes back to the policyowners who own the company.

From premium to payout

Premiums are priced
cautiously

The insurer assumes
conservative investment
returns, claims and costs

when it sets the premium.

Real results come in
better

When actual experience
beats those assumptions, the
difference builds up as

surplus.

The board declares a
dividend

Each year the board approves
how much surplus to
distribute. This is the divisible
surplus.

Each policy gets its share

The amount tracks each
policy's contribution to
surplus, then is applied
through the owner's chosen
option.

The three sources of surplus

Interest Mortality Expenses

The investment portfolio earns more than Fewer death claims are paid than the The company runs leaner than the

the rate guaranteed in the policy. Carriers pricing assumed, so part of the mortality operating costs built into premiums, and

express this as the dividend interest rate the savings flow back.

(DIR).

charge comes back.

Five ways the owner can take the dividend

Paid-up additions. Buys Reduce premium. Accumulate. Held at Cash. Paid out as a

Offsets the bill. interest (interest is check.
grows cash value. taxable).

One-year term. Adds

more coverage and temporary coverage.

Dividends are generally treated as a return of premium, so they are not taxable until total dividends exceed premiums paid. Dividends are never
guaranteed.

Dividend interest rate hiStOI'y, 2006 to 2026 Declared whole life rates, five major mutuals
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2006 2010 2014 2018 2022 2026

MassMutual
6.60% | $2.9B paid

New York Life Guardian
6.40% | $2.78B paid

Northwestern
5.75% | $9.2B paid

Penn Mutual
6.25% | $1.7B paid 6.00%

2026 DIR and total dividend payout shown per carrier. Rates fell through the low-rate decade and have risen since 2024 as higher bond yields reach portfolios.
The DIR is one input to the dividend, not a policy's return. Carriers apply it differently (direct vs. non-direct recognition, rate quoted gross or net of expenses), so do not

compare DIRs alone. MassMutual shows the post-1996 block; New York Life changed its method in 2011. Historical rates do not predict future dividends, which are not
guaranteed. For agent education only. Sources: MassMutual 20-year DIR history; carrier 2026 dividend announcements; Insurance Geek; Insurance & Estates.



