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Coming Soon - New Hours of Operation & Call
Center
Letter from the President/CEO

For a very long time, Holyoke Credit Union has set the standard for branch hours and we were the
first local financial institution to offer Sunday hours.

This reduction in branch hours will place HCU at the norm with the hours offered by all other local
banks and credit unions, and though we truly regret the change in hours and the inconvenience this
will cause some members, we made this change to allow us to better serve the vast majority of our
members. The banking environment has changed dramatically and far more transactions occur
outside of the branch. These transactions take place through multiple high-tech access devices:

Debit and ATM cards along with deposit enabled ATMs at HCU’s branches
Credit cards
Online banking
Mobile banking
ApplePay, Android Pay and Mobile Wallets
Remote Deposit Capture
And many more innovations yet to come

We continue to see significant growth in remote electronic transactions and now process more than
300,000 such transactions per month.

All of these high-tech devices enable 24/7/365 access to your accounts.  However, these high-tech
devices often require enhanced support services from HCU’s team of experts.  This sophisticated
support is best provided through comprehensive call center capabilities rather than in the traditional
branch setting.

The reduction and normalization of the branch hours will allow HCU to redeploy resources to a
comprehensive call and contact center.  Starting on May 2, 2018, the call center’s hours of operation
will be:

Monday - Friday 8:00 am – 8:00 pm

Saturday 9:00 am – 1:00 pm

Sunday 10:00 am – 2:00 pm

We value your membership at Holyoke Credit Union and we appreciate your patience and
understanding as we adapt to the ever-evolving delivery of financial services.

Yours truly,

Michael E. Murphy
President and CEO
Holyoke Credit Union
413-278-6848



mmurphy@holyokecu.com
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Save the Date! - May 5, 2018
Community Shred Day at West Springfield Branch
Holyoke Credit Union, in partnership with Proshred Security, will be having a Community Shred Day
at our West Springfield Branch!

Saturday, May 5, 2018

9:00 am – 12:00 pm

Holyoke Credit Union
333 Elm Street
West Springfield

Bring your old tax records, checks, employment records, bank statements, credit card
applications…anything you might want shredded for your protection.

Everyone is welcome! You don’t have to be a member!

Come check out our West Springfield branch and enjoy a coffee and donut on us! 
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Guide to Investing in Your 30s
If you’re in your 30s, now is the time to prioritize investment

Your 30s are a time of transition. While you are no longer in the beginning years of adulthood,
retirement is still far away. Investing may seem like less of priority than starting a family, purchasing a
home or paying off student loans.

While these are important goals, your 30s are a crucial decade for investing. According to finance
writer Paula Pant in an article for The Balance, if you begin saving for retirement at age 30, you will
need to save at least 15 percent of your income to retire at age 65.

Whether you’ve already prioritized investing or need a place to begin, these are some options to help
you build wealth and save for retirement.  

Focus on your 401(k)

If your employer offers a 401(k),
maxing it out is one of the most
important investing steps you can
take in your 30s. According to the
IRS, the maximum you can
contribute in 2018 is $18,500. Your
contributions are taken from your
paycheck before taxes and are not
taxed until you make withdrawals
for retirement. “Perhaps best of all,
many employers will match your
contributions, at least up to a cap,”
finance writer Arielle O’Shea notes
in a February 2017 article for
NerdWallet. “That’s free money you
won’t find through other offerings.”
If you’re unable to contribute the
maximum amount to your 401(k),
taking full advantage of your
employer’s match is a good place to start.

Consider a Roth IRA

If you’ve maxed out your 401(k), or if you don’t have access to one, consider opening a Roth IRA.
According to O’Shea, Roth IRA contributions “go in after tax, which means no tax in retirement. Your
money also grows tax-free in a Roth IRA.” For 2018, the IRS says you can contribute $5,500 to a
Roth IRA unless your income is above $120,000.

Other investment accounts

Beyond your 401(k) and Roth IRA contributions, investing in stocks is another avenue to consider.
Picking individual stocks is one option, although successfully doing so requires a high level of
research and expertise. Another option is an index fund. According to finance writer Dayana Yochim
in an August 2017 article for NerdWallet, “When investors buy an index fund, they get a well-rounded
selection of many stocks in one package without having to purchase each individually. And because
these funds simply hold all the investments in a given index … management fees tend to be low. The
result: Higher investment returns for individual investors.”

Investment risk 

Any investment involves risk. However, O’Shea writes, “Risk is one reason there’s such emphasis on



Any investment involves risk. However, O’Shea writes, “Risk is one reason there’s such emphasis on
investing when you’re young—young people have a long time horizon before retirement, which means
they can worry less about short-term volatility. That allows them to accept risks that should lead to
higher average returns over the long term.” For example, stocks offer a higher return on investment,
but they are also riskier. Bonds and mutual funds carry less risk but a lower return rate. A more
aggressive investment strategy for your 30s might emphasize a heavier allocation of stocks with a
smaller percentage of bonds. Then, as you get older, you can slowly shift your investments to focus
on safer holdings. 

While in your 30s, it is important to prioritize investing in retirement, especially if you’re only just
getting started. Whether that’s the case or you’re building on what you’ve invested, the additional
effort will help put you on the path to peace of mind and a secure retirement.
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Adjusting Your Savings When Your Income Changes
Be prepared no matter if your paychecks grow or shrink

During the course of your professional life, it’s inevitable that the size of your paycheck will change.
Whether you move jobs, get promoted or get laid off, there are several factors that influence how
much money you bring home. When your income does change, for better or worse, it is important to
know how you can adapt.

Don’t spend more

If you get a raise or bonus, give
yourself a pat on the back because
you have earned it. Just don’t rush
out to the mall to treat yourself right
away. Thorin Klosowski of
Lifehacker cautions that when you
get a pay increase and immediately
adjust your lifestyle to it, you
become trapped in a cycle of
getting paid more but still not
having more money ready for the
future. Take a look at the goals you
want to reach before you alter how
much you spend every day. For
example, if you want to have
money for a down payment on a
house, consider saving your pay
increase on every paycheck to
bring you that much closer to being
able to afford it.  

Reinforce your emergency fund

When you’re living paycheck to paycheck, a raise is a good opportunity to build a financial safety net.
Rod Ebrahimi of ReadyForZero told Lifehacker that you might be tempted to use your raise to
eliminate debt, but he advises building up an emergency fund first. This supply of cash should cover
at least three months (but up to six months) of living expenses and should only be tapped into for true
emergencies like car problems, health issues or job loss. While carrying debt isn’t ideal, preparing for
an uncertain financial future is even more beneficial than eliminating a deficit that you are already on
course to bring to zero.

Know where you can tighten the belt

Sometimes your employer runs into trouble and you receive a pay cut, but it’s not the end of the world.
Kristen Cox of The Muse advises that you cut out any unnecessary expenses you have before you
opt to stop saving money. Though savings interest rates might not be the greatest, any money saved
is an opportunity to gain a little bit more from your bank every month. Even if you’re only putting away
a bit at a time, adding to what you have squirreled away in your emergency fund might make a big
difference if there are more bumps in the road ahead. It might be sad to have to stop eating out or
purchasing new clothes because of budgetary constraints, but it’ll make you happier and more secure
in the future if you run into harder times.

Make it automatic

Whether you get a pay cut or a raise, making saving an automatic process is key to future financial
stability. When your income shrinks, having part of your paycheck divert to your savings account is



especially helpful because what you see on payday will be what you have to work after savings have
already been set aside. Ramit Sethi of I Will Teach You To Be Rich says that automatic savings is
also a good idea since many Americans think budgeting is smart but not something that is done on a
regular enough basis. Growing your savings account with little to no monthly effort on your part will
make sure it gets done, but it’s also worth considering manually increasing the amount automatically
taken out of your checks whenever you receive a pay raise.

One can only hope that all changes to their payrates are positives, but it’s not always in the cards. By
having a plan for either scenario, you can ensure that changes to your income don’t drastically alter
your financial security.
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When to Pay Cash or to Finance
Determine which car buying method best fits your needs

Purchasing a vehicle is one of the largest and most important financial transactions you will make in
your lifetime. It can also be one of the most complicated, with a variety of options to consider and
many choices to make, such as whether to buy new or used.

One of the most significant of these choices is whether to finance a vehicle or pay for it outright with
cash. Both of these options have their advantages and drawbacks, but it is important to understand
exactly what they encompass.

Paying with cash

Paying for a vehicle with cash is
exactly what it sounds like. If you
have the cash at the ready, you
can purchase a vehicle in a single
transaction.

Financing

On the other hand, financing
involves making payments over the
course of an extended period of
time. More often than not,
payments for the vehicle are made
monthly.

According to Jeff Youngs of J.D.
Power, you usually have the option
of financing through a dealer, which
eliminates the middle man, or
taking out an outside loan through
a bank or a credit union. Work with your financial institution to come up with a loan that works for you.

Advantages of paying with cash

Most financial experts agree that paying with cash is the safest option in most financial transactions.
Doug DeMuro of Autotrader explains that paying with cash means you won’t have to pay interest like
you would if you relied on financing.

John M. Vincent of U.S. News says that you might find yourself saddled with additional loan fees if
you go the financing route. It can often take years to completely finance a vehicle, whereas paying the
full amount with cash will complete the transaction in one fell swoop.

Disadvantages of paying with cash

Of course, most people do not have large amounts of cash lying around to use on an expensive
vehicle purchase. Vincent advises that you shouldn’t pay in full with cash if it will deplete your
emergency fund.

In that same vein, using a large amount of cash in one transaction to purchase a vehicle will mean
less money to spend on additional projects or products. Tom McParland of Jalopnik adds that
negotiating a is easier if you choose to finance rather than purchase the vehicle with cash.

The best of both worlds

There is another option for customers who have the cash to pay for a vehicle, but don’t want to use it



all at once or be stuck paying for a vehicle throughout an extended period of time: make a large down
payment. A down payment is an amount of money you pay upfront during the financing process for a
new car. According to U.S. News’ Vincent, the larger the down payment, the smaller the monthly
payments will be for the car.

When it comes to paying for a new car, paying with cash and financing each have their benefits and
disadvantages. Choosing one or the other, or a balance between the two, requires a good deal of
examination of your finances, but is important to helping you obtain a new vehicle to call your own. 
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Why a Thorough Business Plan Is Important
A solid plan is the first step toward enhancing your new business’s
growth

If you’ve recently started or are about to start your own business, you might be wondering if it’s really
necessary to have a business plan. While it might seem like a lot of work, making a business plan is
essential for the success, direction and reputation of your small business. Here are just a few perks of
having a business plan as well as some tips for writing one.

The benefits of a business plan

For starters, a business plan forces
you to research the market and
know your competitors, as Dave
Lavinsky, contributor with
Growthink, explains. For example,
if there are already a ton of hair
salons in your area, you might
want to consider starting a
business with a different focus.

A plan will also focus your
resources and guide you when
making decisions. As Lavinsky
expresses, “Without a business
plan, you may shift your short-term
strategies constantly without a view
to your long-term milestones.”

As entrepreneur, business planner
and angel investor Tim Berry states in his guest post in Entrepreneur, a business plan is also
essential if you’re trying to secure any investors or lenders for your business. Additionally, Shanika
Chapman, contributor with Chron, advises, “Investors want to see that you’ve set milestones and
implemented realistic tools to measure your success.”

A business plan will also establish certain objectives for both managers and employees, as Berry
advises. It cements your business goals so that your team is not just on the same page, but also
tracking and following up on the implementation of those goals.

How to make a business plan

If you own a small business, then you’ll want to craft a business plan. While some experts claim that
only a one-page plan is necessary, it’s best to cover all of your bases by going with a longer 20- to
30-page business plan. That way, you can dialogue with lenders and investors, who will expect to
review this longer, more comprehensive format.

Make sure your plan has the following parts, advises Susan Ward, contributor with The Balance:
executive summary, business/industry overview, market analysis/competition, sales and marketing
plan, ownership and management plan, operating plan and financial plan.

To give you a head start on crafting a business plan from scratch, a few of the sections can be defined
as follows:

The executive summary is a one-sentence pitch that states what your business does, what
products/services you offer and the overarching goal of your business.

The business/industry overview gives a summary of the industry and states how your business



The business/industry overview gives a summary of the industry and states how your business
will market itself in light of the current market and your competitors.

The operating plan establishes the physical requirements your business will need, including
logistics like staff, office/retail space and equipment.

The financial plan is perhaps the most vital part of your business plan, as Ward expresses. It
lays out your business’s expenses and profits. As Jeremy Marsan, contributor with Fit Small
Business, explains, if you’re starting a new business, this section should be a prediction of
revenue and expenses for the next two to three years. If you’ve already launched your
business, however, then this section should list your financial history for the past one to three
years.

Writing a thorough business plan might not be the most fun task you do as you start and grow your
business. However, it’s definitely a crucial step to perform if you want your business to thrive, have
focus and have a well-crafted roadmap that wins over lenders and investors.
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Buy Holyoke Now Annual Spring Open House 
HCU is a proud partner in the Buy Holyoke Now Program

Are you looking to buy a new home in Holyoke?

On Sunday, April 29, 2018 the Buy Holyoke Now Committee will be holding its annual Spring Open
House Event from 11:00 am to 4:00 pm.   Spend the day looking at the wonderful home options to be
found in Holyoke.  From Springdale to the Highlands, from Oakdale to the Fruit Bowl, there are
homes for everyone and every budget.  The event will kick off at the Blessed 5K Road Race at Ashley
Reservoir at the Holyoke Elks at 11:00 am.  Come and see what homes are available that day and
enjoy a coffee and donut before starting your search for a new home.

Buy Holyoke Now is a collaborative effort by an extensive network of lenders, nonprofit groups, real
estate professionals, attorneys, insurance agents, and home inspectors, who have gathered together
to provide discounted costs and other incentives to help encourage homeownership in the City of
Holyoke.  You don’t have to be a first-time homebuyer to participate in the program, however, you
must reside in the home upon purchase.  Homes must be one to four unit properties with no
commercial use.

To qualify, prospective homebuyers must secure a mortgage from a participating bank, credit union or
mortgage company.

Contact one of HCU’s Home Loan Consultants to get preapproved for a home loan and then check
out the homes available in Holyoke at the Spring Open House.  As a partner in Buy Holyoke Now
(BHN), HCU offers a $500 discount on closing costs if you purchase a home in Holyoke and get
your mortgage through us.

Contact:

Sharon Hamel at 413-278-6842 or shamel@holyokecu.com

Brian Ahern at 413-278-6831 or bahern@holyokecu.com

Donna Lessard at 413-278-6845 or dlessard@holyokecu.com

For further information on the Spring Open House go to http://www.buyholyokenow.com.
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Homebuyer Terminology 101
Article #2 – The Mortgage Application

You have found the home of your dreams!  Now you just have to finance it!

You have entered into a Purchase & Sale Agreement with the Seller which your attorney has
reviewed and you have made an appointment with your Home Loan Consultant at HCU to get the
mortgage application process rolling.

In order to expedite the process there are some important things that you and your cosigner (if you
have one) will need to bring with you to this appointment.  The Cosigner is another person who will
sign your loan and will assume equal responsibility for it.  If you received a prequalification letter from
your Home Loan Consultant you may only need to bring updated versions of the following:

Most recent 2 year’s W-2s.1.
Most recent 4 weeks paystubs.2.
Most recent 2 months bank statements.  Statements must include address, account number,
balance and must include all pages.

3.

Most recent 2 months statements to verify additional assets (stocks, bonds, mutual funds,
IRA’s) and must include all pages.

4.

If self-employed, most recent 2 years federal tax returns including all schedules.5.

These documents are just some of the information that is necessary in order to get a mortgage but
they are the most important.  They show the credit union your level of income, your job stability and
your capacity and ability to repay the loan.

Your Home Loan Consultant will review your financial documents and your Credit Report, which is a
report of an individual’s credit history prepared by a credit bureau and used by a lender in determining
a loan applicant’s credit worthiness. From the information drawn from these documents, you, with the
help of your Home Loan Consultant will be able to determine your best next actions:

Your Home Loan Consultant will determine your interest rate based on your credit score, down
payment and the type of property you are buying. Other terms you will hear during this discussion are:

What is the best, most appropriate mortgage loan for which to apply? Either a Fixed-Rate
Mortgage, a mortgage in which the interest rate does not change during the entire term of the
loan or an Adjustable Rate Mortgage (ARM), which is a mortgage whose interest rate
changes over time based on a pre-determined economic index. 

1.

If you are a first time buyer, are you eligible for any first time home buyer programs?2.
How much of a Downpayment will you need?  The downpayment is an initial payment on a
home, usually a specific percentage of the home purchase price that is required of a borrower
at the time of the loan closing.  

3.

What will be the term or length of the mortgage? 
PITA - – (P)rincipal, (I)nterest, (T)axes and (I)nsurance; a reference to the total monthly
payment required to repay a mortgage in accordance with its terms, as well as monthly
escrow payments for taxes and insurance.  
Total Debt Ratio - a standard calculation performed by mortgage lenders to determine
if a borrower qualifies for a specific loan type.  Total debt ratio is calculated by dividing
the monthly housing expense (PITI plus all other monthly debt obligation) by the
borrower’s monthly gross income.  This is also referred to as a “back-end ratio” or
“bottom ratio”.  
Loan-to-Value Ratio (LTV) – The relationship between the amount of a mortgage and
the total value of the property.
Escrow – an account held by the lender into which a homeowner pays money for taxes
and insurance.  

4.



Once you know the rate, your Home Loan Consultant is required by law to tell you what your Annual
Percentage Rate (APR) will be.  The APR is the total yearly cost of a mortgage stated as a
percentage of the loan amount, including the base interest rate, primary mortgage insurance, and
loan origination fee (points).  

At this point you may Lock-In your rate.  A Lock-In is a written agreement guaranteeing the home
buyer a specific interest rate, provided the loan is closed within a set period of time.  

Your Home Loan Consultant will ask you to sign a series of initial disclosures and will then collect the
appraisal fee.  He/she will then order the Appraisal, an evaluation of the property to determine its
value for purposes of the mortgage loan.  An appraisal is concerned chiefly with market value, or what
the home would sell for in the marketplace.  

Phew!  It seems like a lot and it is! But it will be worth the effort once you are in and enjoying your new
home.  You are definitely on your way!

Next month we will discuss the commitment and conditions associated with the mortgage. 

Terms supplied by the Glossary of Homebuying Terms, MassHousing, www.masshousing.com
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Exercises to Strengthen Your Brain
Ways to exercise your brain for better health

To maintain a nimble, healthy physique, you have to exercise. Whether you have a regular cardio
routine, like to take long walks, run regularly or lift weights at the gym, you know your muscles will get
stronger by doing physical exercise. But how do you strengthen the most important muscle in your
body: your brain?

Get physical

Exercising regularly will improve
not only your physical health,
strength and endurance, it will also
strengthen your mind.

“Research shows that physical
exercise enhances cognitive
function,” explains Eva Selhub,
M.D., on MindBodyGreen.com.
“One reason might be because
it increases levels of brain-derived
neurotrophic factor (BDNF), a
protein that improves learning,
memory and higher thinking by
stimulating growth of new neurons
and helping existing neurons stay
alive.”

Selhub notes that brain-beneficial
activities include yoga, tai chi, aerobic exercise and walking outside on balance-challenging terrain.

Think for yourself

Smartphones, computers and other devices can deliver answers in mere seconds. This means that a
lot of the work your brain used to do, like math calculations, has disappeared, according to
HuffingtonPost.com contributor Shawn Clark. In order to exercise your brain, he recommends taking
advantage of your old-school skills more in everyday tasks.

Alter your habits

You’ve probably got your morning routine down so well that you can go through the motions without
even thinking. This may be good for getting out the door on time, but it’s not good for your brain.
According to “Keep Your Brain Alive” authors Lawrence C. Katz, Ph.D., and Manning Rubin on
ReadersDigest.com, brain activity dwindles when routines become automatic.

In order to reawaken your brain, they suggest mixing up your morning habits: “Get dressed after
breakfast, walk the dog on a new route or change your TV or news station.”

Target train your brain

Cognitive training exercises such as juggling or playing board games or chess will keep your brain
nimble, according to Selhub.

“You can even do something simple like learn a new direction to drive to work, type or scroll with the
opposite hand, or combine your senses by eating while listening to music with your eyes closed,” she
writes.

Expand your horizon



Expand your horizon

To keep your brain firing on all cylinders, learn something new.

“Learn a craft, a new language or take up a new hobby,” Clark writes. “Learning to do new things will
keep your mind active and stimulate areas of your mental functioning that may have been neglected.
And keep in mind that variation is key.”

Put yourself out there

Connecting with others, making new friends and belonging to a community is good for your spirit and
can also help strengthen your brain, explain Katz and Rubin. Not being social can harm your “overall
cognitive abilities.”

Pick the right fuel

Certain foods — namely sugar — have extremely negative effects on the body and the brain. To
protect your brain’s health, Selhub strongly recommends avoiding the sweet stuff.

Katz and Rubin suggest incorporating foods that you don’t normally consume into your diet as a way
to wake up your senses.

 “There’s a direct link to the emotional center of your brain, so new odors may evoke unexpected
feelings and associations,” they explain.

By incorporating these exercises and activities into your life, you’ll help keep your cognitive abilities
sharp and your memory strong.
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Coolest Reveals from Auto Show Season
Check out the hottest cars from this year’s auto shows

Annual auto shows have historically been used as platforms for automakers to show off their current
lineups and to pull back the veil of new production and concept vehicles. Although some automakers
are choosing to have separate bespoke revealing events, this year’s auto show season is still rife with
impressive vehicles.

Honda EV Concepts

Honda has recently revealed concept vehicles that hark back to the brand’s successful past. They
started with the Urban EV Concept at the Frankfurt Motor Show, which featured the styling of the
brand’s first-generation Civic updated for an all-electric future. Then Honda revealed the Sports EV
Concept at the Tokyo Motor Show, which applied the same sharp design and nostalgic look to a
roadster body style.

2019 Lincoln Nautilus

Lincoln is in the process of
updating its lineup and abandoning
its old “MK” naming system for its
SUVs. At the L.A. Auto Show it
revealed the 2019 Lincoln Nautilus,
which replaced the old MKX and
joined the Navigator and
Continental in the luxury brand’s
redesigned lineup.

2019 Ram 1500

The reveal of Ram’s new
generation of pickup trucks was
greatly anticipated. The brand
unveiled a truck with wide-ranging
improvements, such as a strong
update to its looks and the addition
of the eTorque mild hybrid system
to its powertrain options.

2019 Ford Ranger

The Ford Ranger nameplate disappeared from the North American market back in 2011, although it
has lived on as an international model called the T6. However, as the market has swung undeniably
and strongly toward the sales of trucks and crossovers, Ford has returned a few variations of the
Ranger to North America. All variations use a twin-turbocharged EcoBoost engine that produces 280
horsepower and 310 lb-ft of torque.

Mazda Kai Concept and VISION Coupe

The Zoom-Zoom brand has been working feverishly behind the scenes to create a new generation of
improvements for its vehicles after the first, popular redesign using SKYACTIV® technology and
KODO: Soul of Motion design. In order to preview of both the looks and the underlying design of the
next generation of its vehicles, Mazda revealed two concepts at the Tokyo Motor Show: the Kai
Concept and the VISION Coupe.

The Kai Concept is a small hatchback rendered in the new design style. The car’s body is held up by
the brand’s new SKYACTIV-VEHICLE ARCHITECTURE platform and powered by the new



SKYACTIV-X engine. The VISION COUPE is a long, low, swooping sports coupe that showcases
Mazda’s future design vision, described as a “more mature expression of KODO.”

Toyota GR Supra Racing Concept

The Toyota Supra is another vehicle name that evokes near-mythical status due to its disappearance
from the market and the many rumors pointing to its return. Finally it has reappeared, even though the
Supra name is only returning as part of a racing concept for the brand’s new Gazoo Racing sports
sub-brand. Even this limited return  is the cause of great celebration, particularly since it could lead to
a returned production version of the Supra sometime soon.

The next year is certain to bring even more impressive and interesting new vehicles onto the world
stage — perhaps even a production vehicle based on the Toyota GR Supra Racing Concept or the
Honda Urban EV concept.
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Types of Insurance for Your House
Protect your home with the right insurance policies

Your home is a haven for you and your family, and protecting your refuge means investing in
insurance. A standard homeowner’s insurance policy covers a lot, but it doesn’t cover everything. It is
important to understand the additional types of insurance or extra endorsements available to you and
whether or not they apply to your personal circumstances.

Homeowners policy

Purchasing homeowners insurance
is not merely an investment in your
house, but an investment in your
peace of mind. According to
Investopedia Writer Osi Momoh,
homeowners insurance policies
tend to cover “interior damage,
exterior damage, loss or damage
of personal assets/belongings and
injury that arises on the property.”

Alex Glenn, insurance writer for
NerdWallet, says that the two most
common types of homeowners
insurance policies are classified as
HO-2 and HO-3. He explains that
an HO-2 policy is deemed a
“named-peril” policy and is less
comprehensive. It offers protection
for only 16 dangers: smoke, theft, fire or lightning, windstorms and hail, damage from aircraft,
vandalism, damage caused by vehicles, freezing of household systems, weight of ice, snow and sleet,
explosions, riots, volcanic eruptions, falling objects, damage from artificially generated electric current,
overflow or discharge of water, and sudden cracking, bulging or tearing of home.

“HO-3 plans are “open-peril”, which means they cover all risks except those your insurer excludes.
Your personal property, however, is still covered under a named-peril basis,” Glenn writes. “For the
broadest protection, there’s the HO-5 home insurance policy, which covers both your dwelling and
your personal property for all problems except those specifically excluded.”

Hail, windstorms and tornados

Although most homeowners insurance policies provide some coverage for damage resulting from
tornados, windstorms and severe weather like hail, Mila Araujo, writing for The Balance, warns that it
might not be enough protection when Mother Nature strikes.

“With changing costs of construction materials and labor, home insurance reconstruction costs have
increased over the years,” writes Araujo. “Although some policies do include the option for inflation
adjustment, this is not sufficient to cover varying reconstruction costs. Take some time to verify the
value your home is insured for. Then, be sure to inquire about what happens in a claim if your home is
underinsured.”

Flood

Flooding and flood damage are not typically covered under standard homeowners insurance policies.
According to Investopedia.com Writer Janet Fowler, you are financially responsible for repairing any
damage incurred by issues such as water main breaks, flash flooding or sewer backups. She



suggests that if you live in an area where flooding is prevalent, you ask your insurance company
about additional coverage that might be offered to protect your home and belongings.  

Earthquake

Adding an earthquake endorsement to your homeowners policy can help protect your investment and
cover necessary repairs, according to Janet Hunt, writing for The Balance. Earthquake insurance
covers repairs to your home and any non-attached structures, such as a shed or garage. Hunt says
that “it can also pay for costs to bring your home up to current building codes and for other incurred
expenses such as debris removal.”

Insurance policies are designed to protect what you hold near and dear, but they don’t always protect
everything. Evaluate your current plan to determine your current coverage, and speak with an
insurance expert to ensure that you get all the coverage you want and need for your home.
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