ECO 113
 Weekend Assignment 8


Due: see webpage



Name: _______________________
Necessary Life Insurance & Unnecessary Insurances
[As always, you can find important links in the “links” section of our webpage.]

1. Go to http://www.daveramsey.com Scroll down to the “USEFUL TOOLS” box.  There is a link to an Investment Quiz. Take the quiz (you may have to make some educated guesses of what Dave suggests, just think of what a financial advisor will probably say…) and then click on “score quiz”. Then answer the following questions correctly:
· A mutual fund is a collection of _____________________________________________

__________________________________________________________________________


__________________________________________________________________________

· A loaded fund is a mutual fund that __________________________________________
· Consider investing to be a minimum of  _______ years

· What is diversification and why should investments be diversified? _________________


__________________________________________________________________________
2. Wondering who needs life insurance? Go to http://www.ricedelman.com/cs/education “Confused About Insurance” select more. (Or click directly on the title “Confused About Insurance”.) Select and read “Does Batman Need Life Insurance”.

· In the article, you learn that two of the fictional characters will need life insurance to protect their loved ones. 

These two are ___________________________ and _____________________________
Describe briefly a type of man who should have life insurance: ____________________

_______________________________________________________________________

_______________________________________________________________________

Which adult should he pick as his first beneficiary? ______________________________
Which adult should he pick as his second beneficiary?____________________________
_______________________________________________________________________


Describe briefly a type of woman who should have life insurance: __________________

_______________________________________________________________________

_______________________________________________________________________


Which adult should she pick as her first beneficiary? _____________________________
Which adult should she pick as her second beneficiary?___________________________
_______________________________________________________________________

3. Stay at http://www.ricedelman.com/cs/education “Confused About Insurance” Select and read “Insurance Policies You Don’t Need”.
· Ric lists insurances every person should consider under given circumstances: e.g. health insurance, dental and optical insurance, auto insurance, homeowner insurance (I would list renters insurance here as well). Which other three insurances does he list that should be considered?


________________________________Insurance



________________________________Insurance



________________________________Insurance

· Other than Private Mortgage Insurance, which your lender can force you to have if you don’t have enough equity in your home, name three insurances that Ric Edelman considers unnecessary (or even bad choices) and that you definitely won’t consider for yourself or your family after having read his advice:


________________________________Insurance is unnecessary


________________________________Insurance is unnecessary


________________________________Insurance is unnecessary
· How does “credit insurance” work? ________________________________________
_____________________________________________________________________
(By the way, it’s not just for credit cards, it is offered for loans as well.)
4. Go to http://www.smartmoney.com/personal-finance/insurance/term-or-whole-life-8011 
· For most people, the right type of life insurance is ____________ life insurance. 

On death of the insured it pays the face amount of the policy to the named beneficiary.

· Another main life insurance product is called _____________ life insurance. It combines 
a __________________________ with an ___________________________ component.
This type of policy usually pays the insurance salesman / financial advisor a huge commission for selling it. If you consider such a product ask for full disclosure – and even then it can be hard to judge the information provided.
Commission (sales charge) on this type of life insurance are typically _________ % of the first year’s premium. 

Does this type of insurance make a profitable investment? (Answer yes or no) _________

· On which website can you look up ratings of Insurers for free? _____________________
5. Go to http://www.daveramsey.com Toward the bottom there is a box titled “THE TRUTH ABOUT…”. Click on the “Life insurance” tab within the box. The start of the article will appear. To view the entire article, click on “Get more information on life insurance” 
The article is called: “The Truth About Life Insurance”.

Note: Cash value life insurance is just another expression for whole life insurance.

· Cash value life insurance is __________________________ financial products available.
· They waste money on commission and ________________________.

· Dave’s advice is: Don’t buy cash value insurance, instead buy term insurance and  


______________________________________________
6. Go to http://www.oag.state.md.us/consumer/tip12.htm This is an article on the before mentioned credit insurance.  

· Credit insurance is short for credit __________ insurance.

· According to a report  by the Consumer Federation of America it is by far the most 

_______________________ insurance purchased by many consumers. 

· Who is the beneficiary on a credit insurance policy? ______________________

· Is credit insurance mandatory loans other than in very exceptional cases? _________

· Always check that the lender did not _____________________________ credit insurance as part of the loan agreement/contract. You have the right to refuse it.

· Suppose you genuinely feel you would like protection for a substantial loan rather than put your estate at risk for those funds. What is an alternative way of insuring? 

_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________
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