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discoveries of gold, which helped
the gold standard remain intact well
into the next century. As all trade
imbalances between nations were
settled with gold, governments
had strong incentive to stockpile
gold for more difficult times. Those
stockpiles still exist today.

The international gold standard
emerged in 1871 following
the adoption of it by Germany.
By 1900, the majority of the
developed nations were linked to
the gold standard. Ironically, the
U.S. was one of the last countries
to join. (A strong silver lobby
prevented gold from being the sole
monetary standard within the U.S.
throughout the 19th century.)

From 1871 to 1914, the gold
standard was at its pinnacle.
During this period near-ideal
political conditions existed in
the world. Governments worked
very well together to make the
system work, but this all changed
forever with the outbreak of the
Great War in 1914.

With the Great War, political
alliances changed, international
indebtedness  increased  and
government finances deteriorated.
While the gold standard was not
suspended, it was in limbo during
the war, demonstrating its inability
to hold through both good and
bad times. This created a lack of
confidence in the gold standard
that only exacerbated economic

difficulties. It became increasingly
apparent that the world needed
something more flexible on which
to base its global economy.

Atthe sametime, adesiretoreturnto
the idyllic years of the gold standard
remained strong among nations.
As the gold supply continued
to fall behind the growth of the
global economy, the British pound
sterling and U.S. dollar became the
global reserve currencies. Smaller
countries began holding more of
these currencies instead of gold.
The result was an accentuated
consolidation of gold into the hands
of a few large nations.

The stock market crash of 1929
was only one of the world’s post-
war difficulties. The pound and
the French franc were horribly
misaligned with other currencies;
war debts and repatriations were
still stifing Germany; commodity
prices were collapsing; and
banks were overextended. Many
countries tried to protect their
gold stock by raising interest rates
to entice investors to keep their
deposits intact rather than convert
them into gold. These higher
interest rates only made things
worse for the global economy, and
finally, in 1931, the gold standard
in England was suspended,
leaving only the U.S. and France
with large gold reserves.

Thenin 1934, the U.S. government
revalued gold from $20.67/0z to
$35.00/0z, raising the amount
of paper money it took to buy
one ounce, to help improve its

economy. As other nations could
convert their existing gold holdings
into more U.S dollars, a dramatic
devaluation of the dollar instantly
took place. This higher price for
gold increased the conversion of
gold into U.S. dollars effectively
allowing the U.S. to corner the
gold market. Gold production
soared so that by 1939 there was
enough in the world to replace all
global currency in circulation.

As World War Il was coming to an
end, the leading western powers
met to put together the Bretton
Woods Agreement, which would
be the framework for the global
currency markets until 1971. At the
end of WWII, the U.S. had 75% of
the world’s monetary gold, and the
dollar was the only currency still
backed directly by gold.

But as the world rebuilt itself
after WWII, the U.S. saw its gold
reserves steadily drop as money
flowed out to help war-torn nations
as well as to pay for its own high
demand for imports. The high
inflationary environment of the late
1960s sucked out the last bit of air
from the gold standard.

In 1968, a gold pool (which
dominated gold supply), which
included the U.S and a number
of European nations stopped
selling gold on the London market,
allowing the market to freely
determine the price of gold. From
1968 to 1971, only central banks
could trade with the U.S. at $35/
oz. Finally, in 1971, even this bit of
gold convertibility died. Gold was
free at last. There was no further
reason for central banks to hold it.
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Before investing in gold, you must
understand its history - a history
that, like that of no asset class,
has a unique influence on its own
demand and supply today. Gold
bugs still cling to a past when
gold was king. But gold’s past
includes also a fall, which must be
understood to properly assess its
future.

For 5,000 years, gold’s
combination of luster,
malleability, density and scarcity
has captivated humankind like no
other metal. According to Peter
Bernstein’s book “The Power of
Gold: The History of Obsession”,
gold is so dense that one ton of it
can be packed into a cubic foot.
At the start of this obsession, gold
was used solely for worship. A
trip to any of the world’s ancient
sacred sites demonstrates this.
Today, gold’s most popular use in
the manufacture of jewelry.

Around 700 B.C., gold was
made into coins for the first
time, enhancing its usability as a
monetary unit: before this, gold,
in its use as money, had to be
weighed and checked for purity
when settling trades.

Gold coins, however, were not a
perfect solution since a common
practice for centuries to come
was to clip these slightly irregular
coins to accumulate enough gold
that could be melted down into
bullion. But in 1696, the Great
Recoinage in England introduced

a technology that automated the
production of coins, and put an
end to clipping.

Since it could not always rely on
additional supplies from the earth,
the supply of gold expanded only
through deflation, trade, pillage or
debasement.

The discovery of Americain the 15th
century brought the first great gold
rush. Spain’s plunder of treasures
from the New World raised
Europe’s supply of gold five-fold in
the 16th century. Subsequent gold
rushes in the Americas, Australia
and South Africa took place in the
19th century.

Europe’s introduction of paper
money occurred in the 16th century,
with the use of debt instruments
issued by private parties. While
gold coins and bullion continued
to dominate the monetary system
of Europe, it was not until the 18th
century that paper money began
to dominate. The struggle between
paper money and gold would
eventually result in the introduction
of a gold standard.

The gold standard is a monetary
system in which paper money
is freely convertible into a fixed
amount of gold. In other words, in
such amonetary systemgold backs
the value of money. Between 1696
and 1812, the development and
formalization of the gold standard
began as the introduction of paper
money posed some problems.

In 1797, due to too much credit
being created with paper money,
the Restriction Bill in England
suspended the conversion of
notes into gold. Also, constant
supply imbalances between gold
and silver created tremendous
stress to England’'s economy. A
gold standard was needed to instill

the necessary controls on money.

By 1821, England became the
first country to officially adopt
a gold standard. The century’s
dramatic increase in global trade
and production

brought large
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Before investing in gold, you must understand its history
- a history that, like that of no asset class, has a unique
influence on its own demand and supply today. Gold
bugs still cling to a past when gold was king. But gold’s
past includes also a fall, which must be understood to
properly assess its future.

For 5,000 years, gold’s combination of luster,
malleability, density and scarcity has captivated
humankind like no other metal. According to Peter
Bernstein’s book “The Power of Gold: The History
of Obsession”, gold is so dense that one ton of it
can be packed into a cubic foot.

At the start of this obsession, gold was used solely
for worship. A trip to any of the world’s ancient sacred
sites demonstrates this. Today, gold’s most popular
use in the manufacture of jewelry.

Around 700 B.C., gold was made into coins for the
first time, enhancing its usability as a monetary unit:
before this, gold, in its use as money, had to be
weighed and checked for purity when settling trades.

Gold coins, however, were not a perfect solution since
a common practice for centuries to come was to clip
these slightly irregular coins to accumulate enough
gold that could be melted down into bullion. But in
1696, the Great Recoinage in England introduced a




Car Broken in at Home

Most homeowners insurance
policies generally include
coverage for personal effects

and separate structures on your
property, such as a garage or a
workshop, but what happens if
your car is broken into while it's
on your property? This is where
the distinction between your home
and auto insurance policies can
become a little blurry. Many home
insurance policies will provide
some insurance for personal items
that are stolen from your car, but
some of the more comprehensive
auto insurance policies may cover
this too. Insurance companies may
also limit the coverage available
through your policy, if the items
stolen were purchased for use in
the vehicle exclusively.

Natural Disaster Coverage

A wide range of natural disasters
are typically covered by vyour
homeowners insurance policy,
though not all of them. If you live
in some regions, you'll want to
be sure to inquire about things
like tornado or earthquake
insurance. However, the typical
inclusions for natural disaster
include fire, lightning, windstorm
and hail. Your policy may also
include coverage for smoke
damage, or damage caused by
falling items. Earthquakes and
other natural movements of the
earth are not typically covered by
insurance policies, though you
can purchase separate insurance
to cover these types of events.

Flooding

Flooding is much the same as
earthquakes, when it comes to
homeowners insurance. Flash
floods and even sewer backups
are not generally covered in basic
homeowner insurance policies,
though you can ask your insurance
company about adding coverage
to your policy, especially if you live
in a region that is prone to flooding.

Personal Injury
Most  homeowner  insurance
policies include coverage for

injuries incurred by those on your
property where you are liable.
This could include something like
someone slipping on a patch of
ice that's on your front walk, or
falling as a result of a broken step
on your porch. This coverage is
usually limited to a certain dollar
value, so you definitely want to
know how much coverage you
have and exactly what’s included.

Deductible

The deductible is the amount
that the insured party has to pay
when a claim is made. You can
decrease your insurance costs
by increasing the amount of your
deductible, meaning you’ll be
required to pay more if you ever do
have an incident that requires you
to make a claim. Keep in mind that
many mortgage providers require
homeowners to carry a certain
amount of insurance on their
property with a deductible that's
below a specified limit. Check with
your mortgage provider before
opting for the lowest possible
rate with the highest possible

deductible. It might be tempting
to go for the lower rate, but if you
ever do have to make an insurance
claim, you might regret it, if
you're responsible for a $10,000
deductible.

The Bottom Line

It may not seem like particularly
interesting reading material, but
it's a lot better to take the time to
thoroughly read up on what your
insurance policy covers, than to be
stuck in a situation where you're
not sure when you really need it.
Ask your friends and family about
what kind of insurance they have
and what they’re covered for. This
might help you to determine if you
really need flood or earthquake
insurance, what kind of deductible
is normal, or if you want to increase
the amount of personal injury
coverage you have. Don't forget to
ask your agent whether you'll need
to get additional coverage to cover
your original Van Gogh painting or
that giant diamond ring.

At the end of the day, doing
your homework before
purchasing a policy could
really pay off, if you’re ever
stuck in an unfortunate
situation when you actually
need to rely on your
homeowners insurance.
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Whutds And Isn t Cov“ered By

Homeowners 1nsurance

What’s Covered?

Homeowners insurance typically covers a broad range
of possible damages. You can expect that your actual
dwelling is covered, as well as some other structures
on your property, like a garage, fence, driveway or
shed. However, if you run a business on your property
that’s housed in a separate structure, this is generally
not covered in the typical insurance policy.

Personal Property is typically accounted for in your
policy as well. This is sometimes known as contents
insurance. The amount of coverage for personal
property may be limited on certain types of high-
value items, like jewelry or artwork, unless additional
coverage is purchased for these items.

Replacement Cost Vs. Fair Market Value

Not all insurance policies offer homeowners the
replacement cost of the property. Replacement cost
helps to bridge the gap that can be caused by inflation.
Otherwise, if a claim is made, it will be assessed at fair
market value. Since some items depreciate quickly,
this means that you may not get enough money from
a claim to cover or replace the items that were lost or
damaged. Coverage for replacement costs will ensure
that you're able to replace the items that were lost,
with similar items. If having this coverage is important
to you, you'll want to be sure that both your home and
personal property are covered for replacement cost.




rates rise, because investors are
willing to purchase the lower-
yielding bonds only if they get a
discount on the price. Not only do
prime-rate funds tend to hold their
value and enjoy low volatility, but
they also provide a hedge against
rate hikes, since their yield moves
with the market.

Prime-rate funds hold a large
number of loans in their portfolios.
This diversification means that if
one of the underlying corporations
declares bankruptcy, the overall
impact to the portfolio will be
minimal.

Cons:

At the other end of the spectrum,
bankruptcy of any of the underlying
bond issuers can result in a loss.
While senior debt holders are
first in line for a claim on assets,
recovery will be less than 100%.
Another factor to consider is that
redemptions are permitted only on
a monthly or sometimes quarterly
basis. This illiquidity means that an
investor’s ability to access money

is restricted.

These funds also often charge
higher-than-average expense
ratios and levy redemption fees if
investors seek to pull their money
out prior to meeting a required
minimum holding time.

Another potential cost is that,
while these funds seek to maintain
a steady share price, they
sometimes trade at a premium or
a discount. If you are buying when
the fund trades at a premium or
redeeming when it trades at a
discount, you are either spending

more than the underlying assets
are worth or receiving less than full
value for your holdings.

Trading strategies are another
noteworthy item. In order to
achieve their attractive returns,
these funds invest in private loans
issued to companies that, if they
were rated by an agency, would
have bond ratings classified
as junk. Remember, the loans
purchased by prime-rate funds are
backed by collateral, unlike junk
bonds, but the issuers themselves
are in less-than-stellar financial
health. To purchase these
loans, the funds often engage
in leverage, a practice that can
magnify both gains and losses.

The Bottom Line:

While prime-rate funds are
accompanied by a host of
potentially scary negatives,

these funds have a solid track
record of delivering on their

promises. Returns often rank
about 2% higher than the returns
on money market funds. They
may be worth consideration by
investors seeking low volatility
and a steady, predictable source
of income based on interest rates
that are higher than average.
They are not a good choice for
investors seeking easy and
frequent access to their money.

Prime-rate funds are a bit more
sophisticated than many other
mutual funds. Their complexity
results in a lot of factors that
must be taken into consideration
before making a purchase. Like
all investments, whether simple or
complex, investors should take the
time to learn about all aspects of
the investment before committing
their cash. Taking measured risks
is part of the investing process,
but buying something that you
do not completely understand is
never a good idea.
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Prime-rate funds are closed-end mutual funds that seek to provide yields that match the prime
rate. This attractive yield is often more than twice the federal funds rate and somewhat higher
than the rate on five-year certificates of deposit (CDs). Read on to find out why investors seeking
income-generating portfolios may find prime-rate funds worth a second look.

How Yield Is Generated:

To achieve such high yields, prime-rate funds invest
in floating-rate, secured corporate loans. These loans
have been made by commercial banks and insurance
companies to corporations that are in less-than-
perfect financial situations. In addition to borrowing
money from the banks or insurance companies, the
corporations may also have borrowed money by
issuing below-investment-grade bonds, commonly
referred to as junk bonds. While the corporate loans
underlying prime-rate funds are backed by collateral,
the use of junk bonds for financing makes a statement
about the financial health of these corporations.

Pros:

The bonds that prime-rate funds purchase are often
referred to as senior debt, because they are backed
by collateral, and, in the event the bond issuer goes
bankrupt, holders of senior debt must be repaid before
other creditors. While this status does not guarantee
complete repayment, it generally means that investors
receive the bulk of their money if bankruptcy occurs.

The yields rise and fall with changes in short-term
interest rates, so the share price remains stable,
generally not fluctuating by more than a few cents.
Traditional fixed-rate bonds lose value when interest
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Alien Abduction Insurance Policies

As bizarre and as strange as it may seem, alien abduction
insurance policies are becoming increasingly popular
throughout Europe and the U.K. London-based firm
Goodfellow Rebecca Ingram Pearson, have sold more than
30,000 such policies, a state of affairs which has prompted
numerous companies to offer similar coverage to their
clients. These policies can be redeemed in the event of an
alien abduction, provided, of course, that the applicant can
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provide proof of their experience.

Should you be burdened with a particular fear of the supernatural, then you are well looked after when it
comes to unusual insurance policies. Ghost, werewolf and vampire insurance can also be procured very
easily, with each policy redeemable in the event of an attack by these creatures of the night. Similarly, those
of a suspicious mindset can also source and purchase asteroid insurance, to protect them in the case of
sudden and unpredictable acts of nature.

The Weird and Wonderful Worlds of the Celebrity and the Everyday

We live in the age of the celebrity, and this unique collection of well known
individuals are renowned for their liking of weird and wonderful insurance
' policies. Take the famous Welsh crooner Tom Jones, who is still wowing
audiences throughout the U.S. with his wild and raucous stage persona. He
was rumored to be insuring his famous swathes of chest hair for an astonishing
$7 million. In 2006 at the age of 67, Jones was thought to be concerned that
an overly amorous fan could tear a chunk away in her excitement. In the end,

no policy ever existed or was considered according to his managment team.

However, if our cousins over in the U.K. are anything to go by, then ordinary
! members of the public are just as prone to the lure of strange insurance
policies. Fearing a typically poor performance by his beloved England, at the
2002 soccer World Cup, Paul Hucker insured himself in the sum of £1 million in
the event of any subsequent psychological trauma. This was just one year after
British citizen Nicola Jones insured herself against becoming ugly, also to the
princely sum of £1 million. Interestingly, the policy stipulated that her appearance
would be judged and determined by 10 independent building workers.

The Bottom Line

While celebrities and sportsmen have always been the subject of some strange and extraordinary insurance policies,
it is becoming increasingly clear that ordinary members of the public, across the globe, are falling prey to the same

temptations. From insuring themselves against a loss of beauty to the threat of the supernatural, it is likely that just
about any phenomenon you could think of, on which to base an insurance policy on, has already been considered by
one person or another. Even so, we can look forward to even more far fetched and entirely unnecessary policies to
be conceived throughout the next 10 years and beyond, whether in the U.S., the U.K. or any point in between.
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8 Strange
Insurance
Policies

When you think of the world of insurance and its numerous policies, the first things which springs to

Globe

mind are the standard forms of automobile, life and home coverage utilized by citizens throughout the
U.S. However, the worlds glorious history is littered with examples of far more imaginative and creative
insurance policies, ranging from the coverage of talented sportsmen’s body parts to individuals who
wish to be protected from the most unusual and unlikely of occurrences. Join us as we take a look at
some old and new examples of outrageous insurance policies from across the globe.

The Case of the $400,000 Mustache

Sports teams and franchises often insure their star players for
extortionate sums, and generally take the stand of insuring an
entire player rather than their individual parts. For example, the
| St. Louis Cardinals were so concerned about their star player
Mark McGuire’s long term fitness, that they took out a $12
million disability policy, which paid dividends once he eventually
retired. Also, it is not uncommon for individual players to take
out protection on themselves, and the injury prone baseball
outfielder Juan Gonzalez once procured a $50 million personal
insurance policy to improve his appeal to potential suitors.

F' /° Occasionally, however, an individual player will go to
i extraordinary lengths to protect parts of their anatomy,
regardless of whether they are crucial to their performance or not. Take the famous Australian cricketer
Merv Hughes as an example, who terrorized batsmen across the globe throughout the 1980s with his
barrel chested physique and fast arm. Just as notorious, however, was his iconic mustache, which he
chose to insure for nearly U.S. $400,000 (£225,000) during the peak of his career.




% Making Sure
Your Jewelry

__Is Insure

than its current full value so any appreciation in
value is fully covered. Other policies may have no
deductible and may not ask for regular appraisals
that can quickly add up in cost.

If It’s Lost:

It's your wedding ring. The last thing you want
to do is take it off on your honeymoon, but after
swimming with the dolphins in some faraway place,
you find out why you should have resisted the urge
to wear it in to the water. Somehow, you lost the
ring in the water. After wishing you would have
left it in the hotel safe, you feel some comfort in

the fact that your homeowners insurance will

To get around this, check with your insurer to
see if it's covered, and if it's not, you may need a
supplemental policy.

How About Damage?

What if a diamond falls out or the ring slips in to
your garbage disposal? Depending on your policy,
damage, much like a loss, may or may not be
covered. Making assumptions about your policy can
be a costly mistake. When you ask about how the
policy covers loss, ask about damage as well.
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Who Insures Jewelry?

The first place to call for jewelry insurance is the
company holding your homeowners or renters
insurance policy. Often, there is a maximum amount
of loss that will be covered through your homeowners
policy. Some may go as high as $7,500 while others
may offer no protection. One popular insurance
company says that most policies cover between $500
and $2,000, but only if the item is stolen.

For jewelry more valuable than the maximum limit
provided by the homeowners or renters policy,
purchase a policy rider that specifically covers the
loss of the item. Most insurance companies require
a current appraisal before they will insure the item
and quotes can vary widely. The first place to get
a quote is the company holding the homeowners
or rental policy. After that, get at least two more
quotes. Go to your insurance agent who will contact
more than one company on your behalf.




your own car. You may have to
pay a higher deductible before
they start paying their share. Keep
in mind, your rates may go up if
you get in an accident with the
rental car using your insurance
plan. But if you opt for the collision
damage waiver, your insurance
company may not have to make
any payments and in return your

rates may not increase.

How to Get Additional Coverage
Without Rental Car Insurance:

If you’re looking for more coverage
than your insurance company
offers, but don’t want to pay for the
rental car company’s plan, renting
the car with your credit card may
come in handy.

Some credit card companies
have supplemental rental car
insurance coverage built into the
policy. They may make up the
difference, or some of it, in the
event your insurance company
doesn’t pay for all of the bills.
Each policy is different so you'l
have to find out if and what your
credit card covers.

The Bottom Line:

If you're ftraveling in a foreign
country, you may not have the option
of not purchasing the additional
coverage. Some countries like
Australia and Ireland require that

you purchase the coverage. Other
countries may also require you to
pay for theft insurance as well.

Before you travel, find out what
your insurance company covers
so you can determine if the cost
of the collision damage waiver
is worth it. Ask your policyholder
detailed questions about how
you will be covered in a rental
car accident and what you may
be responsible for. A five minute
phone call might save you a lot of
money in the end.
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When you rent a car, and especially if you do if frequently, it’s easy to say no to the additional
coverage that the rental car company offers. The few extra dollars each day can seem more like
a last-ditch effort to get a few more bucks from you. If you think your insurance company will
cover everything the rental car coverage will you may want to take a look at a few of these facts.

What the Rental Car Company Sells May Not Be
Insurance:

Although the coverage rental car companies offer
may sound like insurance, it might not technically be
insurance. In some states it's an agreement between
you and the rental car company that says that you won't
be held liable if there are damages made to the vehicle
by you. It's called a collision damage waiver. You can’t
go out and do whatever you want to the vehicle, but it
will protect you if you're involved in an accident.

If you do get into an accident with a rental car, it may
cover things like the cost of the repairs, the cost of
not being able to rent out the car, theft of the vehicle
and other liabilities. When you’re offered the collision
damage waiver, ask questions about what scenarios it
covers and what dollar amount it will cover up to.

The Difference Between Your Car and the Rental
Car:

Depending on your plan, your insurance company will
most likely cover you when you’re driving a rented
vehicle. But the extent of the coverage may be different
than when you're driving your own vehicle.

For example, let’s say your insurance company covers
rental car damage if you get into an accident. They
may pay for all of the damages to the vehicle, but you
may be responsible for the loss the company is taking
for not being able to rent out the damaged car. You
may be personally responsible for those costs if your
insurance company doesn’t cover them.

In the event of an accident, your insurance company
may not cover the car with the same deductible as




Likewise, intentional acts, such as
sexual harassment, discrimination,
intentional bodily injury, intentional
property injury and other willful
and malicious acts by the insured
are not covered. (As the old saying
goes, “crime doesn’t pay”.)

Furthermore, an umbrella policy
does not provide you with excess
health insurance coverage. Most
health
annual and lifetime limits on what

insurance policies have

they will pay. If you're concerned
that those amounts are too low,
you will need to purchase more
comprehensive health insurance,
because an umbrella policy won’t
help you.

These are just a few examples
of things that an umbrella policy
generally will not cover. Because
there are quite a few exclusions,
if you're concerned about being
covered for a specific event,
ask your insurance agent if an
umbrella policy will cover it and, if
not, what additional policy you can

purchase to protect yourself.

Underlying Insurance
Requirements:

Because an umbrella policy is
designed to be a form of secondary
insurance, it will have underlying

insurance requirements.

This means that you’ll have to
have a certain amount of auto

insurance and  homeowners
insurance coverage as a condition
of being approved for an umbrella
policy.

The
requirements will vary depending

underlying insurance
on the company you get your

umbrella through, but typical

coverage includes:

+ Auto
coverage of

insurance bodily injury
$250,000
person/$500,000 per accident.

per

* Auto insurance property damage

coverage of $100,000 per

accident.

* Homeowners insurance personal
liability coverage of $500,000.

Additionally,
insurance providers will require you

some  umbrella
to have your auto and homeowners
insurance with them before they
will issue you an umbrella policy.
Sometimes having all of your
policies with one insurer saves you
money, but sometimes it doesn’t -
switching your homeowners and
auto insurance policies to the
umbrella provider can potentially
make umbrella insurance more
expensive than just the umbrella
insurance premium itself.

If you don’t already have the
underlying insurance required by
an umbrella policy, this will also
effectively make your umbrella
policy more expensive.

Things That Increase Your Risk
of Being Sued:

If you always take public
transportation and don’t own any
property, you are much less likely
to need an umbrella policy. On the
flip side, there are a few things that
increase the likelihood of requiring

an umbrella insurance policy:

* Allong commute.

* Driving during rush hour, when
drivers are more likely to get
into an accident.

* Your home has a swimming pool.

* You own a dog.

* You frequently have guests over
The Bottom Line.

Just because you aren’t at high risk
of being sued doesn’t mean you
are at no risk. Even if you are very
careful, umbrella insurance can be
thought of as bad luck insurance.
The safest course of action is to
be insured. And remember that as
your financial situation changes,
you may need to add more
coverage in the future.
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If you are sued for $900,000,
your auto insurance would pay
$300,000 of the damages and
your umbrella policy would pay
the remaining $600,000. Umbrella
policies usually provide roughly $1
million to $5 million of additional
coverage, and it is possible to get
more if you have lots of assets to
protect.

What about the legal expenses
you'll incur if you’re sued? With
umbrella policies, legal expenses
are covered on top of the policy
amount. The policy may also pay
you if your appearance at legal
proceedings causes you to lose
pay from work (for example, if
you are an hourly employee or if
you don’t have any personal or
vacation days available). Since
the insurance company’s money is
at risk when you're sued, it'll want
to protect that money with its own
legal team, possibly a better legal
team than you could afford on your
own.

In addition to covering you for
accidents on your property or
car accidents you are found to
be at fault for, an umbrella policy
can also protect your dependent
children (for example, if your
daughter causes a car accident),
any accidents caused by you or
your dependent children while
operating a watercraft, accidents
that occur on rental property
you own and personal injury
lawsuits arising from slander, libel,
defamation of character, false
arrest, detention or imprisonment,

abuse of process, malicious
prosecution, shock/mental anguish
and possibly more. Be sure to
consult your specific policy for

details.

What It Doesn’t Cover?

An umbrella policy is a form of
personal insurance, so it won’t
protect you from lawsuits related to
a business you own. This includes
babysitting, or “compensated child
care” in insurance lingo, by the
insured (because that would be
considered a business). However,
your policy may still cover your
children if they babysit part-time
on someone else’s property.

Umbrella insurance also does not
cover activities like drag racing or
any other high-risk, unnecessary
use of your vehicle. Also, it may not
cover all types of vehicles, such as
recreational motor vehicles, truck
tractor trailers, farm tractors or
trailers, or more generally, vehicles
exceeding a certain weight limit,
such as 12,000 pounds. The policy
won'’t cover damage to your own
car (your auto insurance should
provide for that) or damage to your
own property (your homeowners
insurance should cover it).

If you commit a crime (such as
driving under the influence) and
are forced to pay restitution, an

umbrella policy won’t cover it.




What Is an Umbrella Policy?

An umbrella policy protects your existing personal
assets and future personal assets (like wages,
your inheritance or that lottery you’re planning to
win) against the cost of losing a lawsuit over a car
accident or an accident on your property. If you were
to lose such a lawsuit, you would likely have to pay
the winning party for costs such as medical expenses
and lost wages, which can quickly become very
expensive.

You don’t have to be wealthy to need an umbrella
policy - even if you don’t have any assets, your
wages can be garnished.

An umbrella policy picks up where your auto and
homeowners insurance policies leave off. It has a
high deductible because the deductible is designed
to be met by your other policies. Expect to pay around
a few hundred dollars a year for this coverage.

What It Covers?

An umbrella policy provides excess coverage above
and beyond what is provided by your homeowners and
auto insurance policies. As an example, let's say your
auto insurance pays $300,000 of medical expenses
per accident and your umbrella policy is for $1 million.
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] It's Raining Lawsuits:
Do You Need An Umbrella Policy?

It's impossible to predict whether you might lose a lawsuit resulting from a car accident
or an accident on your property. Nor is it possible to predict the amount that might be
awarded to the winning party, an amount that you would be responsible for paying. To
protect yourself against the possibility of devastating financial loss from these unforeseen
events, you may want to purchase an umbrella policy.




When IUCC Insurance Makes
Sense:

Let's say you have a $2,000 balance
and your credit card insurance
company charges you 1% each
month for IUCC insurance. Your
monthly insurance payment is
$2,000 x .01 = $20. Your minimum
payment is 3% of your balance,
which equals $60. You expect a
layoff in two months and you don’t
expect to have another job lined
up for at least 2 months. Your
total payment with your credit card
insurance per month is $80.

When IUCC Insurance May Not
Make Sense:

On the other hand, let's say you
have $5,000 in credit card debt and
the cost for credit card insurance
is 1% of your balance each month.
Your monthly insurance payment is
$5,000 x .01 = $50. You suspect a
layoff may be happening in the next
few months, but you aren't sure.
Your monthly minimum payment is
3% of your balance, which is $150.
You can afford the payment now,
and you are able to put aside the
$50 a month you won't be paying for
involuntary unemployment insurance
into your savings to save up for future
payments.

If the layoff didn't happen for 6
months, you'd pay a total of $300
($50 x 6), which could have gone
into a savings account to cover future
payments or paid down your balance
by $300. If you didn't lose your job,
you'd just be out the money for the
length of time you kept the insurance.

How Does it Affect Your Credit?

You need to ask questions about
how far in advance the payment is
made so you don’t have late pays
on your credit report. If payments
aren’t reported on time, you will
have a late pay and a huge drop in
your credit score.

Cancellation Policies:

Involuntary unemployment credit
insurance can get pricey. Make sure
you can cancel your policy quickly
once you get another job. You want
to ask questions such as:

* When is the insurance billing
date?

* How far in advance of the billing
date do you need to be notified in
order for me not to get billed for the
following month?

When you get this information,
put it in a computer file or add it
to your datebook. If you put it in
your datebook, add both the billing
date and the cancellation date to
your monthly calendar for the next
six months. (For more, read Five
Keys To Unlocking A Better Credit
Score.)

Alternatives

* Instead of buying IUCC insurance,
try to pay down or pay off your credit
cards, and/or reduce expenses so
you have a manageable budget
before you’re layoff.

* Before you buy IUCC insurance,
look at other bills that can be put on
hold for free. Call your student loan
lender to find out your options for

postponing payments before you
get your layoff notice.

+ Activate budget emergency
mode. Cut back on all unnecessary
expenses down to specialty food
items and stash the money in a
savings account in case you lose

your job.

* Apply for a new job as soon
as you get your layoff notice.
Beforehand, revamp your resume
and browse internet job sites for
potential places to work next.

Conclusion:

The bottom line is that you want
to keep your credit intact through
all  circumstances. However,
you have other options beyond
involuntary unemployment credit
insurance. Buy the insurance
only if the layoff is imminent and
the job market is slow. Otherwise,
evaluate your other options and
be prepared in advance with a
layoff-ready budget, a healthy
savings account and resumes
ready to go. Your job may be at

risk, but your secure finances can
minimize the impact.
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Credit Cafd

Against Job Loss

When you feel like your job is teetering on a cliff due to impending layoffs,

thoughts of every bill you have and how you are going to pay them are at the front
of your mind. In this tidal wave of numbers, buying involuntary unemployment
credit card (IUCC) insurance that offers to make payments on your credit card

balances while you are unemployed seems likes a great idea. But does it work out

for you in the long run?

What is IUCC Insurance?

This is an insurance policy normally offered by your
credit card company to cover payments during a
period of unemployment. Loss of self-employed
work or quitting your job will not be covered. The
amount that this service costs varies from company
to company. However, it could be as much as 1% of
your balance every month.

For some people the cost of IUCC insurance is worth
it, but for others it isn’t. You need to figure out how long
you are going to be without a job, how close you are to
paying off your credit cards, and if you could manage
the payment without buying involuntary unemployment
credit insurance. (For a related reading, check out
Credit Scams To Watch Out For.)
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