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Understanding the Difference Between
Insurance Replacement Costs and Market
Value: Expert Insight from Dan Burghardt

Understanding the difference between
insurance replacement costs and market
value is crucial when it comes to
homeowners insurance policies.

NEW ORLEANS, LOUISIANA, UNITED
STATES, April 11, 2023
/EINPresswire.com/ -- Understanding
the difference between insurance
replacement costs and market value is
crucial when it comes to homeowners
insurance policies. Many homeowners
often struggle with making sense of
their coverage options, which can lead
to underinsurance or insufficient
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protection in the event of a disaster. Dan Burghardt, a seasoned industry expert from Dan
Burghardt Insurance Agency, sheds light on the significance of each term and why it is essential

to know the difference.

“ “Insurance replacement cost and market value are two

Homeowners need to
recognize that basing their
insurance coverage on
market value alone can lead
to underinsurance, leaving
them vulnerable in the
event of a disaster.”

Dan Burghardt

distinct concepts that are often confused by homeowners.
The distinction between these terms is of paramount
importance when it comes to protecting your home
investment,” explained Dan Burghardt. “Understanding the
difference between these terms can help homeowners
make informed decisions about their insurance coverage
and ensure they have the right protection in place.”

Insurance replacement cost refers to the amount of money

it would take to rebuild or repair a home to its original condition before a disaster, including the
costs of labor and materials. This figure is calculated based on current construction costs in the
local market, without taking depreciation into account. It's important to note that replacement
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cost doesn't include the value of the
land on which the property is built.

I DAN BURGHARDT
On the other hand, market value N S U R A N C E
represents the amount that a home

would likely sell for on the open

market, considering factors like location, demand, and comparable sales in the area. Market
value includes the value of the land and can fluctuate depending on economic conditions,
market trends, and the appeal of the property.

When choosing an insurance policy, it's crucial to consider the potential consequences of relying
solely on market value as a basis for coverage. A policy based on market value might not provide
enough funds to rebuild or repair a home to its original condition in the event of a disaster. This
can leave homeowners in a challenging position, both emotionally and financially.

“Homeowners need to recognize that basing their insurance coverage on market value alone can
lead to underinsurance, leaving them vulnerable in the event of a disaster. Choosing a policy
with replacement cost coverage ensures they will have the necessary funds to rebuild their home
and restore their lives,” said Burghardt.

Additionally, it's essential to keep insurance policies up to date with current construction costs.
Homeowners should review their coverage annually or when significant improvements are made
to the property, as these factors can influence the replacement cost.

Furthermore, certain insurance policies offer extended replacement cost coverage, which
provides an additional percentage of coverage above the estimated replacement cost, usually
20% to 25%. This additional protection can be beneficial if construction costs increase
unexpectedly, as in the aftermath of a widespread disaster.

Burghardt highlighted the importance of discussing coverage options with an experienced
insurance professional, saying, “An insurance expert can guide you through the complexities of
your policy and ensure that you have the right protection in place. It's vital to consider both
replacement cost and market value when assessing your coverage needs and selecting the policy
that best suits your individual circumstances.”

To sum up, understanding the difference between insurance replacement costs and market
value is essential for homeowners when choosing the right coverage for their property.
Consulting with an insurance expert like Dan Burghardt can help homeowners make informed
decisions and secure the appropriate protection for their home investment.

For more information about insurance coverage and the distinction between insurance
replacement costs and market value, contact Dan Burghardt Insurance Agency.
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