A Guide to Income Protection


If you’ve just secured your dream home for you and your family, life seems good – however naturally you’ll want to take reasonable steps to stay in your home should you lose your income. 
You’ve probably heard about the concept of ‘income protection’ – but chances are it probably seems like just another expensive insurance option, at a time when you’re facing more costs than ever. 
Naturally you’ll seek to protect you and your family against all life throws at you, but it’s difficult to afford to insure everything. Not all policies are the same, so we’ve put together a brief guide to help you through the minefield of working out what’s there, and whether it may give you some peace of mind. 
What is income protection and how does it work?
Just as the name implies, this is an insurance that protects your income and could allow the bills to continue to be paid even if you’re not able to work for a period of time. 
You’d typically pay a premium each month, and then be able to claim either a fixed lump sum or regular ongoing amount, that can cover your mortgage payments or anything else you’ve agreed with your insurers at the time of setting up your policy. 

What types are available?
There’s several types available, so it’s important to understand the differences, which will help you work out which kind would be most of use to you. 

Short-term income protection policies (or Accident, Sickness & Unemployment – ASU) 
· Pays out for one or two years. 
· These types of insurances can be specified to cover mortgage payments for a limited time or cover specified debts you may have. 
· Payments come from your insurer direct to you, and then it’s your responsibility to pay those that you owe. 
· Can be ideal to allow you to maintain your lifestyle for a defined period, should you lose your income.
· Majority of policies cover for occurrences such as being made redundant from work. 
Long-term Income Protection Policies
· Provides a long-term regular income, if unable to work due to illness or disability.
· It could pay for as long as you are unable to work, either to the end of the policy term or until you are able to return to work.
· Often does not provide any cover for being made redundant.
· Choice of specifying policy to cover ‘own-occupation’ as an extra, so the policy pays out if you are unable to carry out your existing job vs pre-defined ‘working task’ policies that will only cover you if you can’t complete basic daily living tasks

How much Income Protection cover do I need?
It might be tempting to keep your premiums low by specifying a small amount of protection cover, should you need it. However, it is important to take account your essential monthly outgoings and consider if you are able to maintain a quality of life on this sum should you need it, this is usually a percentage of your gross salary but this will depend between providers. 
How quickly would I need to be paid out?
As part of taking out your policy, you can set a ‘deferred period’ – the amount of time after you raise a claim that you would receive the payout. The longer the deferred period, generally the lower your premiums can become. 
This can typically be between 4 weeks to 12 months, after your claim to receive a payout, although it can be shorter. It will be important to consider your options and what might be a suitable length of time for your individual circumstances should the worst happen.
Other things to bear in mind
Firstly, it’s worth considering what other benefits you may be entitled to if unable to work. You employer will likely pay statutory sick pay for up to 28 weeks, and there are state benefits available, albeit likely a much smaller amount that you would need to maintain a comfortable standard of living. 
The cost of your premiums are also likely to vary according to a range of factors, including the age at which you take out the policy, pre-existing health conditions, and the type of employment you have, given that certain occupations have increased risks attached compared to others. 
Seek advice
We are ready to share our experience and help you find the right level of cover to fit your specific circumstances. We’re all different, so we’re on hand to talk through with you, answering any questions you may have along the way. Book an appointment today. 

Yours sincerely,

 
@CaseRecord.ServicingAdvisor
  

Availability and cost of cover is subject to criteria such as age, lifestyle, current health and medical history.
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