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So, How Big Should 
an Umbrella Be?
And is it Worth the Investment
By Howard McEwen

When trial attorney Mike 
Gehrig was asked about lawsuit 
protection, his first words were 
“umbrella policy”.  Chris Kidney, 
an account manager for USI 
Midwest, a national property and 
casualty and financial services 
firm, advises clients on umbrella 
policies regularly.
	 “A complete review of 
your assets is the first step,” 
said Kidney.  “Then, once you 
determine how much you could 
lose in the event of a lawsuit, 
each client needs to decide if they 
want to assume some of the risk 
themselves or transfer all of the 
risk to the insurance company.  A 
limit covering all of your assets is 
a good place to start.”
	 Kidney describes an umbrella 
policy as an “excess liability 
policy” designed to cover 
higher limits than a traditional 
homeowners or auto insurance 
doesn’t cover.  Basically, it fills 
any gaps in those policies and 
increases the coverage.
	 “In these litigious times, you 
don’t have to be a millionaire to 
be sued like one,” she said.
	 “An umbrella policy can 
provide extra protection starting 
at $1,000,000 of additional 
personal liability coverage,” said 
Kidney.  “Umbrella coverage can 
include court costs and attorney 
fees, and it may protect you 
against various liability hazards 
not typically covered under home 
and auto policies.  Some carriers 
offer limits up to $5,000,000 
and others will offer up to 
$10,000,000 and higher.”

At What Price?
The additional protection that 
Gehrig and Kidney recommend 
is reasonably priced. 

“With a clean driving record, 
if you’re talking one house, two 
adults and two cars, a $1,000,000 
of coverage would cost between 
$160 and $170 annually,” Kidney 
says. Each child increases the 
annual cost of the policy by $17 
to $20.
	 “If you have more cars or 
boats or additional houses you 
might be looking at another $6 
to $10 charge per item per year,” 
Kidney adds. She also advises 
regular reviews of the policy. One 
thing to look for in an umbrella 
is if the contract is “follow form.”
	 “True follow form wording 
prevents inconsistencies in 
terminology between the 
umbrella and the underlying 
policies,” said Kidney.  “It requires 
the insured to maintain certain 
minimum limits of liability on 
the underlying policies specified 
on the umbrella declarations. It 
will pick up once those minimum 
limits on the underlying policies 
have been exhausted.  
	 “Most standard carriers use 
‘follow form’ as it prevents gaps 
in coverage.  There are always 
exclusions to the policies, so 
again, it is important to review 
the contract.”
	 An umbrella policy will also 
cover things that your auto or 
home policies don’t. “It may 
also extend protection for other 
personal liability losses, including: 
libel, slander, defamation of 
character, and invasion of privacy,” 
Kidney said.  

personal finance

business r ep ort

 The Sub prime 
mortgage debacle continues, 
bringing about the resignation 
of Merrill Lynch’s CEO Stanley 
O’Neal, as well as that of 
Citigroup CEO Charles Prince.  
Both men saw their firms delve 
deeply into the collateralized-
debt obligation business and then 
incur large losses.

 President Bush 
announces an agreement 
with mortgage lenders and Wall 
Street firms to freeze interest 
rates on certain subprime 
mortgages, providing relief 
to homeowners facing the 
probability of defaulting on their 
loans.  White House describes 
plan as a first step in a more 
comprehensive solution still 
under discussion.

 U.S. Congress 
passes a four year extension 
of a moratorium for state taxes 
on Internet service charges.

 Senator Charles 
Rangel, Chairman of 
the House Ways and Means 
Committee, announces his plans 
for revamping the tax codes.  His 
ideas include eliminating the 
AMT by levying an additional 
tax on Americans earning over 
$500,000 per year.

 The Fed cuts the 
fed funds rate to 4.5 percent.  
The immediate response is 
simultaneous applause and 
derision from differing areas of 
the financial markets.  The S&P 
500 index closes nine points lower.

 Federal Open 
Market Committee cuts the 
Fed funds and the discount rates 
by 25 basis points.  The market 
responds to Fed comments on 
slowing growth and inflationary 
pressure by sending the Dow 
down 294 points.

 America’s GDP rises 
at an annualized rate of 3.9 
percent in the third quarter, 
according to initial estimates.

 U.S. consumer 
confidence plunges in 
November to 87.3, its fourth 
consecutive monthly drop and 
the lowest level since Hurricane 
Katrina.

 the southeast 
continues to suffer through 
a “once-or-twice-a-century 
drought,” reports the Department 
of Agriculture.  The problem 
has been made worse by the 
region’s booming population and 
inexperience with such conditions.

 The Hollywood 
Writers union declares a 
strike, calling into question many 
of this season’s TV shows.

	      ** world **
 Oil prices hit a series of 

record highs, topping out at over 
$96 a barrel, before settling back 
down to the $92 to $93 range.

 Associated Press 
reports that Iraq’s 
government, seeking protection 
from foreign threats and internal 
coups, will offer the U.S. a 
long-term troop presence in 
Iraq in return for U.S. security 
guarantees.

 President Bush 
hosts peace talks on the 
Middle East in Annapolis, 
Maryland, the highest profile 
initiative on Israeli-Palestinian 
issues since Camp David in 
2000. The conference ends with 
a commitment to the goal of a 
Palestinian state and a promise of 
immediate talks.  

Jeff S. Vollmer is a financial advisor 
with The Cornerstone Group at 
Smith Barney. He can be reached 
at 513-562-8362 or by email, 
jeffrey.s.vollmer@smithbarney.com.

In Review
november–December 2007

continued

42-53 BR Section.indd   44 12/19/07   12:25:58 PM


