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Just about everyone will face
financial difficulties at some
point in their life.

It might be due to job loss, injury or illness. It might be due to an accident, a burst water pipe or the
premature failure of a major appliance. Such an event might create only a brief delay in pursuing your
long-term financial goals. Or it might derail your entire plan. The impact will depend on how well you
were prepared. Everyone needs a cash cushion and adequate insurance.

The cash cushion
The cash cushion ensures you will have money available to meet an emergency expense without having
to borrow – often through credit cards at high interest rates – or to sell a long-term investment at the
wrong time. A widely used rule-of-thumb suggests this cushion should equal three to six months of
expenses. But it’s better to match the target amount to your own situation. You might need as little as
one month’s spending or as much as one year’s. Consider: 

> How secure is your income? A government office worker in a secure job with a regular paycheque
needs less of a cushion than a fully commissioned salesperson in a cyclical business. 

> What are the odds of encountering an emergency? A healthy person whose home and cars are fairly
new and in good shape is less likely to suddenly face a big repair bill than someone with an ulcer, an
older home and aging cars that have not been well maintained. 

> How many people depend on you? Can you depend on family members or others?

> How much flex is there in your lifestyle? If the furnace dies in the middle of winter, would it be easy
to cover that bill by trimming discretionary spending?

Remember that “cash” does not necessarily mean money sitting in a bank account at little or no
interest. Your National Bank Financial Investment Advisor can recommend a variety of instruments that
pay much higher returns without unduly restricting availability. Also consider using the combination of a
cash reserve and a line of credit. Suppose your target cushion amount is $15,000. Keep $5,000 in a
cash-like instrument that is easy to access with little or no risk of capital loss. If a cash crunch exhausts
this reserve, judiciously borrow from the line of the credit.

Insurance
After assessing your emergency needs, your Investment Advisor can refer you to an insurance specialist
to evaluate the level of coverage and the cost. During your working years you need disability insurance to
guard against the risk of income loss due to illness or injury. You might also consider critical illness
coverage, though it’s important to understand that critical illness insurance is not a substitute for
disability insurance. Those with financial dependents need life insurance to guard against the risk of
premature death – especially if they own a business. While provincial law requires you to carry insurance
on your car, the legal minimum for liability coverage might not be enough – especially if you drive in the
United States. Homeowners obviously need to insure their properties against a wide range of perils.
Renters do too, but surveys have found that many do not realize their belongings are not covered by
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their landlords’ insurance. Out-of-Canada medical insurance is a must for those going away. Residents of
Quebec are also wise to have out-of-province medical insurance when traveling elsewhere in Canada. 

There is a seemingly endless list of insurance policies. You can even buy medical insurance for your cat
or dog. In each case, weigh the cost-benefit trade-off by considering what having to pay an unexpected
bill would do to your long-term money management plan. For example, many people have carried a
$500 collision deductible on their cars for years even though $500 is worth much less now than it was a
decade ago. Could you easily pay for a $1,000 or $1,500 repair on your own – especially if you have the
cash cushion described above? If so, see how much you could save on insurance premiums by
increasing your deductible. Then invest those savings to help meet your long-term financial goals.

The particulars contained herein were obtained from sources which we believe reliable but are not guaranteed by us and may be incomplete. The opinions expressed are based upon 
our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein. The Firm may act as financial
advisor, fiscal agent or underwriter for certain of the companies mentioned herein and may receive a remuneration for its services. The Firm and/or its officers, directors, representatives,
associates, may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time in the open market or otherwise.

25982-202 (2007/09/27)

4
4

0
1

C

Insurance Review Checklist
Use this worksheet to identify any insurance gaps or overlaps. Go through all of your papers and list every type of
insurance policy – even the free coverage you might have through credit cards and/or association membership.

Type of Insurance Annual cost Needs met

Life

Disability

Critical illness

Medical

Dental

Out-of-Canada / province medical 

Homeowner / tenant

Auto

Many, if not most, people rely on group life and
disability insurance through work. While those plans
can offer good value, they carry limitations. For
example, group life insurance can usually be
converted to individual coverage if you leave your
job, but disability coverage usually can’t. If you’ve
developed a significant health issue, it could be very
hard or expensive to get new disability insurance –
and even if you move to a job with group coverage,

that plan might exclude your pre-existing condition.
Make sure you understand the limits of your group
coverage and ask your insurance specialist about the
benefits and cost of buying your own life and
disability insurance as a backstop. If you don’t have
someone to advise you on issues related to
insurance, your National Bank Financial Investment
Advisor, can refer you to a specialist in this area who
can answer these sorts of questions for you.

WE SUGGEST…


