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MRTA vs MLTA: Who Are You Really
Protecting?
Every Malaysian who signs a home loan is asked this question — usually with five
minutes to decide. What the two actually do, and why the cheaper one can cost your
family the most.

By Kumaran Nadaraja — Licensed Wealth Planner, Prudential Assurance Malaysia Berhad
Agent ID 1115217 · Agency KP100054 · MyVintej — Plan Wisely, Act Brilliantly

It happens at the signing table. You've spent months finding the house, negotiating the price and assembling
documents. Now the loan officer slides one more form across and says, almost in passing: “You'll want the
MRTA — it's just added into the loan, so nothing extra to pay today.” You sign it. Total deliberation: about five
minutes.

That five-minute decision quietly determines what your family receives if you die still owing money on your
home. And for most Malaysians it is the single largest insurance decision they will ever make without advice.

Why this matters more than it sounds
Malaysian household debt reached RM1.73 trillion — about 84.4% of GDP as at March 2026 — and
mortgages make up the largest slice by far, roughly 58% to 60% of all household borrowing. The median debt
service ratio sits around 33%, meaning a third of the typical household's income is already committed before
groceries. The home loan isn't one debt among many; for most families it is the debt.

RM1.73 tril
total Malaysian household debt (Mar 2026)

58–60%
of household debt is housing loans

~33%
median household debt service ratio

The one-page comparison
Before the arguments, here is the whole thing on one page — the comparison I use with clients across my
desk:
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MRTA vs MLTA at a glance — MyVintej client comparison chart.

The question that decides everything: who owns it?
Strip away the acronyms and one difference drives all the others. With MRTA, the bank owns the policy.
With MLTA, you do.

MRTA — Mortgage Reducing Term Assurance — exists to protect the bank's loan. Its sum assured reduces in
step with your outstanding balance, and when a claim is made the money goes to settle the loan. That is the
entire design. It is a sound product doing exactly the job it was built for. It simply wasn't built for your family.

MLTA — Mortgage Level Term Assurance — is a life policy assigned to the loan but belonging to you. The sum
assured stays level (or increases), it follows you rather than the property, and on a claim it settles the
outstanding loan with the balance going to your nominated beneficiary.

“MRTA protects the bank's asset. MLTA protects your family's future. Both are
insurance — only one of them is insurance for you.”

What MRTA quietly costs you
Four things rarely get explained in those five minutes at the signing table:

» You often pay interest on your own insurance. MRTA is a single lump-sum premium. Most buyers can't
fund it upfront, so it gets financed into the housing loan — which means you pay loan interest on the
premium for the next 30 years. The “nothing extra to pay today” is not the same as cheap.

» The cover shrinks while your obligations don't. By year 15 your outstanding loan may have halved, so
your MRTA cover has halved too. But your children are now in secondary school and university is closer,
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not further. Protection falls exactly as family need peaks.

» It doesn't follow you. MRTA is tied to that specific loan on that specific property. Sell the house or
refinance to a better rate, and the policy doesn't come with you — at best you surrender it for whatever
surrender value remains and start again, older and pricier.

» Your family receives nothing beyond the house. On a claim, the loan is settled and the policy ends. Your
family owns a home — and has no income to run it, no cash for school fees, and no capital to fall back on.

The scenario nobody plans for
A 40-year-old with RM400,000 outstanding dies. With MRTA, the bank is paid RM400,000, the family keeps
the house, and receives nothing else. With an MLTA of RM500,000 level cover, the RM400,000 loan is settled
and RM100,000 goes to the family — money for the years immediately after, when income has stopped but
life hasn't. Same event. Very different mornings after.

What MLTA does differently
Set against that, here is what an MLTA is actually built to do:

» It protects you for life, not just the loan. The sum assured either remains constant or increases over the
years, depending on the plan — it doesn't melt away as you repay.

» It is assigned to the life assured — you. You hold ultimate control over the policy, not the bank.

» It is attached to you, not the housing loan. Changes to the loan — including movements in the Base
Lending Rate — don't affect the policy, because it follows the person rather than the debt.

» It can be transferred. Precisely because it is attached to you, it can move with you to a new property or a
refinanced loan.

» It builds cash value. The cash value increases over the term of assurance through annual cash bonuses,
compounding over the years.

» It can carry riders. Accident and critical illness benefits can sit on the same policy, so a diagnosis — not
only a death — can trigger protection.

The year-25 idea — stated honestly
There is a well-known planning concept attached to MLTA: because the cash value compounds year after
year, by around the 25th year it may have grown to a level commensurate with the outstanding housing loan.
At that point the policyholder could surrender the MLTA and use the cash value to redeem the loan in full —
ending up with the house, no mortgage, and years of protection already enjoyed along the way.

It is a genuinely elegant idea, and I want to be straight with you about it. A policy's cash value is made up of a
guaranteed portion plus non-guaranteed bonuses. Whether the value at year 25 actually matches your
outstanding balance depends on how those non-guaranteed bonuses perform, on your loan size and on the
plan you choose. So treat it as an objective to structure toward, not a promise — and read the guaranteed
and non-guaranteed columns of your Sales Illustration side by side before you rely on it. I will always show
you both.

The life insurance angle nobody explains at the bank
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Here is the part that reframes the whole conversation. MLTA is not a mortgage product. It is life insurance
that happens to be pointed at a mortgage. And that means it should be sized against your family's total need
— not just your loan balance.

Recall the LIAM–UKM protection gap study: a family whose main breadwinner has no life insurance would
need on average RM723,000 simply to sustain their lifestyle for five years. Your mortgage is one line in that
figure. If you buy MRTA, you have covered that one line and nothing else. If you buy MLTA, you have bought
life cover that includes the mortgage — and the excess flows to your family.

This is also why I never look at mortgage protection in isolation. In a Wealth Planning Cashflow session we
count everything the family would need — loan, living costs, education, final expenses — subtract what you
already have, and let the gap decide the cover. Sometimes that means MLTA alone. Sometimes it means a
smaller MLTA alongside a separate life policy. The loan does not get a vote on how much your family needs.

Worth knowing: it isn't compulsory
Mortgage insurance is not legally required in Malaysia. Banks strongly recommend MRTA, and some price the
loan more favourably when you take it — but you are entitled to ask whether MLTA is acceptable instead.
Many banks will accept an assigned MLTA in place of MRTA. Ask before you sign, because it is much harder to
unwind afterwards.

When MRTA genuinely still makes sense
I would be doing you no favours by pretending MRTA is never the answer. It is meaningfully cheaper — often
several times cheaper for the same initial cover — and there are real situations where it is the right call:

» Your budget is genuinely stretched and the honest choice is MRTA or nothing at all. Some protection
beats none.

» You already hold substantial separate life cover sized to your family's full needs, and the mortgage is the
only gap left to plug.

» You are certain you'll hold this specific property and loan to the end, with no plans to refinance or
upgrade.

» Your health makes fresh underwriting difficult and the bank's arrangement is the more accessible route.

What I object to is not MRTA. It is MRTA chosen by default, in five minutes, by someone who was never told
there was a choice.

Why I recommend MLTA for most Malaysian families
For the majority of the families I sit with, MLTA wins on the things that matter over thirty years. You own the
policy instead of the bank. The cover stays level while your responsibilities grow. It survives a refinance, an
upgrade, or a move. It builds cash value rather than evaporating. It can carry critical illness and accident riders,
so illness — not only death — triggers help. And crucially, it leaves your family with money as well as a house.

Yes, it costs more in premium. But compare like with like: MRTA's premium is usually financed at loan interest
for decades and returns nothing, while MLTA's premium buys ownership, portability, level protection and
accumulating value. The cheaper line on the quotation is not automatically the cheaper decision.
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Five questions to ask before you sign anything
» If I died next year, exactly how much would my family receive — beyond the loan being settled?

» Who owns this policy, and who is the beneficiary?

» Is the premium being financed into my loan, and what will that add in interest over the full tenure?

» What happens to this policy if I refinance, sell, or buy a second property?

» Does this cover shrink over time — and will my family's needs shrink at the same rate?

If you are buying a home, refinancing, or already signed an MRTA you were never really shown alternatives
to, bring me the loan documents. Thirty minutes will tell you exactly what you have, what your family would
actually receive, and whether it's worth restructuring. There's no cost to finding out.

Let's talk about your numbers
No pressure, no obligation — just a conversation about what you read
here, or about your own numbers. Every article on MyVintej can
become a conversation.

WhatsApp / Call  016-546 1256

kumaran.prudential@gmail.com

facebook.com/MyVintej

Sources & further reading
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household debt; median DSR 33%
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– PropertyGuru Malaysia — “The Complete Guide To MRTA, MLTA, MRTT and MLTT in Malaysia”
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– StashAway Malaysia (2026) — MRTA, MRTT, MLTA & MLTT guide; financing of premium and transferability
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This article is published for general education by Kumaran Nadaraja, a licensed Wealth Planner representing Prudential Assurance Malaysia Berhad (“PAMB”) —
Agent ID 1115217, Agency KP100054. It is not official material of PAMB and does not constitute financial advice, an offer, or a recommendation of any
product. Prudential plan names are referenced at concept level only; actual benefits, exclusions, charges, and guaranteed and non-guaranteed values are
governed solely by the official Product Disclosure Sheet, Sales Illustration and policy contract, which I will always walk you through before any decision. PAMB
is a member of PIDM — please refer to the PIDM TIPS brochure. Third-party figures are drawn from the public sources listed above, as published at the time of
writing (August 2026), and may change. Worked examples are simplified arithmetic illustrations based on stated assumptions, not projections of any product.
Please speak with me or another licensed adviser before acting on anything you read here.


