 Income Protection Article

YOUR INCOME IS YOUR MOST IMPORTANT ASSET

Are you protecting it?

It always surprises me that we, as consumers, protect ourselves against so many of life’s eventualities, yet so few of us protect our salaries.  We don’t usually think of our current income and our future earnings as an asset.  However, if you take a moment to think about it, this is what pays for everything else – mortgage, bills, children’s education, insurance’s and so on.  

If you think about how much your income provides for you and then what you would have to do without it, you are faced with a pretty frightening picture.  In addition, if you think that you may never have that income again what is the picture like?  This shows the importance of income.  But how much is that income really worth?  For a person, on the average industrial wage €31,000, working to age 65, this is more than €2 million.  Quite a substantial asset isn’t it?

In general, we tend to be overly optimistic about how we would manage if we were unable to work due to illness or injury.  We over-estimate sick pay arrangements and the support provided by the State.  Some employers will cover sick pay for the first 6 months of illness, however, they are not obliged to.   The State benefit is only just over €8,000 p.a. (the average industrial wage is approximately €31,000) and if you are self-employed then you won’t even qualify for this.

The reality for most people is that their level of “outgoings” either matches or exceeds their income.  So for a person who no longer is earning that income there will be a significantly negative impact on their lifestyle.  But what can you do to protect your salary?

This is where an Income Protection plan is so important and is appropriate to anyone earning a salary, both the self-employed as well as other employees, regardless of their age or stage of life.  Income Protection provides a replacement salary in the event of a person being unable to work as a result of an illness or injury.  This replacement salary can provide a person with up to 75% of his salary (minus social welfare, where applicable), for the duration of that individual being unable to work.  The government think so much of this product they have even included it as a tax relievable product up to 41% deduction of the premium subject to a maximum of 10% of total salary. In the event of a claim, you will receive your income benefit net of income tax under PAYE.
Its interesting to note that as few as 6% of the population are currently covered by Income Protection, while statistics indicate that tens of thousands of the population could find themselves in a position where they are unable to work, due to injury or illness every year.  This is a big gap that needs to be addressed.

With the increase in Critical Illness premiums in recent years, Income Protection is proving to be a very attractive choice.  Income Protection also offers a much broader type of cover and provides a regular income rather than a once off lump sum payment in the event of a claim.  Many recent Income Protection claims submitted would not have been covered under a traditional Critical Illness plan.  

When you consider the value of your income it makes sense to protect it!

If you have any questions on the above or other financial matters please do not hesitate to contact either Tommy Corbett or Donal Carey.
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