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After the Accident: Interacting with Another
Insurance Company
Navigating the risky scenario of communicating with the other
driver’s insurance carrier

If you’ve recently been in a car accident, the other driver’s car insurance company might try to get you
to give a statement. Discover the risks of talking about the crash with the other person’s car insurance
company, as well as a wiser strategy to pursue in this scenario, by following these tips.

Reasons not to talk 

After a car accident, your insurance
company will open an investigation
to determine which driver is at fault.
It will then assign an insurance
adjuster to the case. If both drivers
involved in the accident shared
fault, the adjuster will try to assign
a certain degree of fault to
whichever person was more at
fault, as HG.org confirms. The
other driver’s insurance company
will follow the same process.

The other insurance company
might call you soon after the
collision and ask you to provide a
statement. This often happens right
after the incident and before you’re
aware of the extent of your injuries,
as Neil Goodman, founder and co-owner of The Goodman Law Group, P.C., relates. The adjuster will
usually ask for a recorded statement about the accident and your resulting injuries. They typically
promise that this will help the insurance company complete the claims process more quickly; they
might also offer to settle your claim.

However, it’s common for the other insurance company’s adjuster to use the recorded statement
against you, as Enjuris.com articulates. In some cases, the adjuster might compare the statement
with what you told the police; if there are any inconsistencies, the company could deny the claim. In
other cases, if a trial is involved, the defense can cross examine you on the grounds of the statement.
Any inconsistencies with the statement and what you say in court will undermine your case.

One exception

There is one situation where it might help you to talk to the other insurance company, though: if the
car accident was a minor one and the other driver is 100 percent at fault. If the police report states the
other driver’s total fault for the accident, or if the police cited them, then it’s safe to proceed with
talking to the other party’s adjuster to escalate the claim’s resolution.

What to do instead



In the majority of cases, though, it’s in your best interest to remain silent after the police report.
Communicate only with your insurance company’s claim adjuster and rely on them to interact with the
other insurance company. Depending on the severity of the accident, you might also want to hire a
personal injury attorney to assist you in settling the claim. Per the Enjuris team, if your scenario
involves any of the following conditions, it’s worth hiring this type of attorney: medical treatments more
than $2K, missing more than 1-2 days of work/school, several people were injured, broken bones,
hospital stays and long-term health consequences.

As tempting as it might be to personally interact with the other insurance company, the adage “silence
is golden” is worth following in this situation. By speaking with only the police and your own insurance
carrier’s adjuster, you’ll help protect the legitimacy of your claim and increase the chance of a positive
outcome for the settlement.
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New Year’s Traditions from Around the World
Ring in the New Year with these international traditions

As the old year concludes and the New Year begins, people across the United States celebrate in
accordance with common traditions. Couples will share a kiss at midnight, fireworks will light up the
sky and revelers will belt out “Auld Lang Syne.” However, these traditional activities are not
necessarily practiced in all parts of the world. Indeed, each country has its own unique New Year’s
traditions. The following are just a few ways that residents of other countries ring in the New Year.

Fireworks in Iceland

Fireworks are generally considered
a staple of New Year’s
celebrations, so their presence is
not all that notable. However, New
Year’s fireworks are a big deal in
many parts of Iceland, where
setting off fireworks is banned
during the rest of the year. For the
week following New Year’s Eve,
citizens of Iceland are able to enjoy
a sky full of fireworks displays.
Additionally, Icelanders will light
large bonfires to stay warm and
signify the spirit of the New Year.

Eating 12 grapes in Spain

As the clock chimes 12 times as
midnight arrives, people in Spain
celebrate with a snack of 12 grapes. Tradition states that finishing the 12 grapes before midnight
arrives secures a happy and fortuitous new year. Still, those who want to participate in this activity had
best be prepared to finish those grapes on time. After all, those who aren’t able to finish the grapes
allegedly become victims of bad luck.

Smashing old plates in Denmark

If you happen to live in Denmark, you’ll probably wake up to broken dishes outside your door on New
Year’s Day. After all, your friends and family likely left them there for you. Denmark’s citizens smash
their old plates as a way of ringing in the New Year. Smashing your kitchenware outside of someone’s
home is said to bring good luck to that resident.

Carry an empty suitcase in Colombia

If you plan on traveling during the New Year, you might want to consider this Colombian tradition. On
New Year’s Day, Colombians walk around with empty suitcases. Doing so is believed to bring good
fortune during your travels. This activity is also practiced in other countries, such as Ecuador.

Ringing bells in Japan

Throughout the country of Japan, Buddhist temples will ring a bell 108 times leading up to the New



Year. This practice has origins with traditional Buddhist teachings. Each toll of the bell signifies one of
the 108 earthly temptations. By the time the bell is rung for the 108th time, Japan’s citizens are ready
to start the year without the distraction of these temptations.

Visiting cemeteries in Chile

One of the best parts of celebrating the New Year is spending time with your family members. In the
Talca region of Chile, that includes loved ones who have passed on. Families will gather at cemeteries
where their loved ones are buried to celebrate the New Year there. This tradition is very similar to the
Día de los Muertos holiday celebrated earlier in the year.

No matter how you decide to celebrate the New Year, it’s sure to be a special holiday, as a whole new
chapter of your life begins.
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How to Give Back During the Holiday Season
Get into the spirit of generosity by sharing with your community

The holiday season is a time of giving. Yet, it can often be difficult to determine just how to give back
to others during this time of year. Though it may not seem like it, a simple donation or act of kindness
can make a world of difference for those who are in need. This holiday season, consider taking part in
these charitable activities.

Bake holiday cookies and
prepare meals for the hungry

Pretty much everyone loves a
warm plate of holiday cookies. This
dessert evokes a comforting
mid-winter mood. Therefore, one of
the simplest acts of generosity you
can perform is baking cookies for
others. You can deliver these
baked goods to your neighbors, law
enforcement office or your local
shelter. Of course, hungry families
need more than cookies to eat.
Consider preparing meals for
families in need.

Write a holiday card for soldiers
stationed overseas

Unfortunately, not everyone can
make it home for the holidays. Indeed, soldiers stationed overseas are separated from their families
during this time of the year. As such, they could definitely use some festive encouragement. Spread a
little yuletide cheer by sending them a holiday card with a thoughtful message.

Visit a nursing home

Loneliness during the holidays isn’t exclusive to soldiers stationed overseas. Many elderly individuals
at nursing homes go through the holiday season without receiving any visitors. You can help brighten
their day by volunteering at a nursing home, or even visiting residents there. Something as simple as
performing carols for residents can raise their spirits.

Volunteer at an animal shelter

Four-legged friends need companionship during the holidays, too. Many dogs and cats are housed in
shelters, especially right around the holidays. Individuals who work at shelters could certainly use an
extra set of hands taking care of these creatures. You can do your part to help look after the animals
housed there by volunteering. You may even end up adding a new feline or canine to your family, just
in time for the holidays.

Donate used toys and gadgets

Each year, people receive a ton of new gifts during the holidays. Many of the gifts they received last



year are often put aside or stored away. Instead of letting those old toys and gadgets collect dust,
consider donating them to a local shelter. Many individuals can make use of items that you longer
use. This is especially true if your own little ones have grown tired of their toys. After all, nothing
brings a smile to a child’s face during the holidays like a thoughtful present.

This holiday season, spread some joy to the world around you by giving back to your community and
share the love of the season.
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Holiday Traditions to Start with Your Family
Make new holiday memories with these family traditions

The holidays are a great time to be with family, and part of the fun of the season is yearly family
traditions. The simplest acts of togetherness, from preparing food to decorating as a team, can be
exceptional tools to forging strong relationships and growing closer with members of your family. 

Making cookies

Baking cookies is one of the
best-known classic holiday
traditions not just because the end
result is a delicious snack, but
because it is a task that the whole
family can get in on. If you choose
the right recipe like gingerbread or
sugar cookies, you can enlist your
children to help make the dough,
roll it out and cut it into shapes
using safe cookie cutters. Once
the freshly baked cookies come out
of the oven, you and the kids can
decorate them before distributing
them amongst your family. This
doesn’t just give your kids a sense
of pride and accomplishment, but it
allows you to create memories that
they will carry with them to the day
where they have children of their own, too.  

Holiday lights

Bright and festive light displays are a big part of the holiday season. If you like to adorn your home in
lights to celebrate, you and your family can take an afternoon and put together your own light display.
You’ll want to ensure that all of your lights and equipment are safe and up to snuff and leave the
simpler tasks to the little ones while you handle stringing lights in high places. There is also the
tradition of going out to see the lights with your family. Everything from downtown areas to zoos hold
light displays during the holidays, which means you can gather up your family and head out for an
evening of looking at the lights and enjoying hot chocolate.

Present hunt

Shake up the yearly gift-giving by turning the traditional opening of presents into a fun game. Hide a
present for each of your family members and leave a clue to its location in an envelope. To add an
extra layer of excitement, you could do this with one gift for each person and stage it as an after-dinner
and before-bed activity the night before the holiday proper. If you want to be more elaborate, you can
extend it to every gift and turn present-opening into a full-blown scavenger hunt.  

Special holiday dinner



Sometimes all you need to make great holiday memories is a special meal. A holiday dinner with all of
your family is as key a part of the celebration as any, and while tradition tends to dictate a certain kind
of meal, you could opt instead to do something that is more in line with your personal preferences.
Instead of roasting a turkey or baking a ham, you could instead treat your spouse to a homemade
beef Wellington. If you have a particular affinity for Indian food, you could try your hand at making your
favorite dishes at home. This effectively creates a personal spin on a well-worn tradition, one that your
kids may be inclined to pass down to their own children.

The best part about holiday traditions by far is spending time with your loved ones. Whether you
decorate a tree with your family, invite friends over for eggnog and a gift exchange or just sit down
with your significant other for a large cheese pizza and a holiday movie marathon, you can create a
holiday tradition that will stand the test of time and live on in your memories.  
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How to Set Attainable Goals for the New Year
Setting goals that you can achieve in 2019

Making resolutions is a tradition for many people who want to start the New Year off fresh and
focused. Whether you’re determined to revamp your eating habits, get in shape, start a new business
or pursue a new passion, the best way to achieve your resolutions is to break each one down into
small steps.

Be honest

You’ll have a better chance of
reaching your goals if you set goals
or resolutions you’re truly
interested in achieving. Don’t let
other people’s expectations or
opinions distract you, warns Tami
Forman, Forbes contributor and
executive director of the nonprofit
Path Forward. She suggests
penning an extensive list of
everything you think you want to
achieve and zeroing in on the
goals that truly motivate you.

Be strategic

Although a year is a serious
amount of time, it’s not infinite. If
your list of goals is too long or
requires too many changes at once, you’ll be setting yourself up for defeat. According to the American
Psychological Association, focusing on altering one behavior, habit or thing in your life at a time is a
more proactive way to reach your goals.

Be smart

Once you have your list of goals, projects or resolutions, you can define each of them even further by
applying the S.M.A.R.T method. Introduced decades ago, S.M.A.R.T defines each goal as specific,
measurable, attainable, realistic and timely. Goals that are broad, completely out-of-reach and lack a
set deadline will reduce the likelihood of achievement. You’ll feel overwhelmed by the magnitude of
lofty goals, which will quickly deflate your will to follow through on your ambitions.

Be social

Although your goals are personal, the APA suggests that you consider joining a support group or
sharing your goals with trusted friends, colleagues or family members. This way you have a network
with which you can share your progress, both positive and negative. If you have people who will hold
you accountable, you will be more likely to see your goals through.

The APA also suggests reaching out for professional help when you suspect you won’t be able to
reach your goals on your own; a psychologist can help you connect your thoughts and actions. If your
goals are health-related, a nutritionist can advise you on smart eating plans while a personal trainer



can instruct you on the proper way to exercise. If your goal is focused on your career or money
management, seek out a certified counselor or financial consultant who can guide you.

Be dedicated

Writing down goals, sharing them with friends and seeking knowledge will only get you closer to your
goals if you do the work consistently. According to Elizabeth Scott, author of “8 Keys to Stress
Management,” you must post your goals where you can easily see them to remind yourself of what
needs to be done. Complement this by undertaking habits that correlate with and get you closer to
your goals, even if it means breaking old habits you’ve fallen into.

Be kind

Changing a behavior or incorporating something new into your life are real challenges. To keep you
striving for your goals, celebrate the victories along the way. Don’t dwell on the missteps or failures;
choose instead to learn from them and use that knowledge to propel you forward.

By breaking down your New Year’s resolutions into attainable goals, putting a plan into place, staying
focused and accountable to yourself and others, your 2019 will be filled with well-deserved successes.
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Fitness Classes to Try in the New Year
Energizing exercise forms to add to your workout repertoire

Getting into shape, or staying in shape, is a common goal to set for the new year. But sometimes
going for a run or hitting the gym becomes tedious and a bit boring. If you’re on the hunt for a more
engaging exercise class that you can stick with, the following five options should fit the bill.

Trampolining 

There’s a reason trampolining is a
trending fitness class today. Per
Livestrong, it burns more calories
than jogging — 210 calories per 30
minutes of rebounding, compared
to 105 calories per a 1-mile run at 4
mph. Just one high-intensity
session of trampolining can burn
off 700 calories or more, as Elle
contributor Katie O’Malley relates.
Many people find it a more fun
alternative cardio exercise than
running. It’s also low-impact, which
reduces tension on your joints.
Besides increasing your heart rate,
this exercise also builds balance
and strength.

Yoga wheel

If you’ve dabbled in a couple of
yoga classes but haven’t found the right style yet, you might want to give yoga wheel classes a try.
Like the name implies, yoga wheel incorporates the use of a cylindrical prop to boost flexibility and
enhance stretches. It assists in advanced yoga postures while opening up the front side of the body,
including your shoulders, chest, hip flexors and abdomen. Per The Journey Junkie, you can also use
the wheel for a full-spine massage that’s safe and effective.

VR spinning

Take conventional spinning to the next level with this modern twist. This exercise fuses stationery
bike cycling with virtual reality (VR) to “trick you into working out,” according VirZOOM co-founder Eric
Janszen. Fly over picturesque landscapes on a winged horse, pursue bad guys on horseback, or
embark on some other visual adventure as you cycle your way into better health. If you have a
passion for video games and want to make workouts a bit more enjoyable, give VR spinning a whirl.

POUND®

Described as the world’s first cardio jam session inspired by the high-energy experience of playing
the drums, POUND® isn’t for the faint of heart. This unique exercise is a fully body cardio which
blends yoga, plyometrics, isometrics and Pilates. Each 45-minute session incorporates 15,000 reps,
30 interval peaks and 70 techniques. You’ll also burn 900 or more calories per hour while



strengthening your core and increasing coordination, endurance and musicality.

Animal Flow®

This exercise is a mashup of yoga, gymnastics and breakdancing inspired by animal movements. It
enhances coordination and timing while increasing fluidity and strength. There are six main
components of Animal Flow ®, per the website: flow, switches, activations, wrist mobilizations,
traveling forms and form-specific stretches. Traveling forms are exercises that imitate the movements
of certain animals, like crabs and apes. Form-specific stretches like scorpion reach or beast reach are
full body stretches that start in a static animal form then add a motion to it. If you’re looking for an
unconventional, dynamic activity, this one should suit.   

Stay active when you try one or more of these diverse workouts this year. You might find yourself
enjoying habitual exercise once again.
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Unusual Christmas Movies You Forgot Existed
Shake up your holiday with these overlooked Christmas movies

Christmas movies are a much-loved part of the season, and holiday movie marathons are a mainstay
of many families’ annual traditions. Despite the merits of classics like “It’s a Wonderful Life” and
“Miracle on 34th Street,” you might be craving a little variety in your holiday viewing. If so, you should
dig a little bit deeper into Santa’s bag and pull out one of these oft-forgotten holiday and
holiday-adjacent films.

“Rare Exports: A Christmas
Tale”

For some people, the relentless
nature of Christmas cheer can
become cloying. Enter “Rare
Exports: A Christmas Tale,” an
R-rated independent film out of
Finland by director Jalmari
Helander. The movie takes a much
darker view of Santa and draws on
the Central European folk character
of Krampus, a horned half-demon
creature that is associated with
Santa Claus. The film’s plot follows
a small community in the Finnish
mountains that is turned upside
down when a digging crew
uncovers something sinister in a
nearby hill. To save the
settlement’s livelihood and children,
a father and son set out to capture the unleashed monster and sell it to the company that hired the
digging crew in the first place.

“Yogi’s First Christmas”

You can be forgiven if you didn’t realize Yogi Bear had a Christmas movie, because “Yogi’s First
Christmas” never left the little screen after its syndicated television debut in 1980. This nostalgia-fest
follows Yogi Bear and Boo-Boo when they are accidentally awoken from their winter hibernation,
allowing them to experience their first-ever Christmas celebration. Animator Ray Patterson, famous
for his work on classics like “Fantasia,” “Tom and Jerry” and many others, directed this enjoyable retro
romp.

“The Long Kiss Goodnight”

If you’re the sort who tries to argue that “Die Hard” is a Christmas movie, then you’ll likely have a soft
spot for the over-the-top action of “The Long Kiss Goodnight.” From filmmaker Renny Harlin, this film
follows the story of Samantha Caine, a woman who washed up pregnant on the shore in New Jersey
with no memory of her past. One Christmas, her life changes as she begins to remember her former
identity as a CIA assassin, and she decides to go on a mission with P.I. Mitch, played by Samuel L.
Jackson, to settle an old score.



Jackson, to settle an old score.

“Meet Me in St. Louis”

“Meet Me in St. Louis” may not seem like a Christmas movie at first, as it follows a year in the life of
the Smith family leading up to the St. Louis World’s Fair. Esther, played by Judy Garland, falls in love
with her next-door neighbor John just as her father announces that the family will be moving to New
York the day after Christmas. The film’s exciting climax plays out on Christmas Day and sees Garland
singing a memorable rendition of “Have Yourself a Merry Little Christmas.”

Christmas movies run the gamut from light, family-friendly features and heartwarming stories to dark
comedies and horror. Introducing a few new films into your holiday canon can break up the monotony
of the old and well-loved classics, potentially giving your family a unique new tradition to look forward
to each year.
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The True Cost of Teen Drivers
Costs of teen drivers taking the wheel

Your teen is almost certainly anticipating the moment you hand over the car keys. You, on the other
hand, are probably dreading doing so. It’s only natural that you would worry. Even if your teen is a
confident and capable driver, they are exposing themselves to great risk on the road. There’s also the
matter of financial concerns, and while these pale in comparison to the safety of your teen, they are
still no less valid. Supporting a teen driver is as great a financial expense as it is an emotional one,
especially once you consider all of the minutiae involved.

Cost of a new or used car

Earning a driver’s license is a
momentous occasion in everyone’s
life, especially for teens who are
eager for a sense of independence.
Part of that independence is your
teen’s aspiration to own their own
car. If you plan to gift or help your
child acquire a new or used car
instead of sharing yours with them,
the cost can be substantial. Even a
used car can put a major dent in
your finances, and that’s before
you begin to plan for maintenance
expenses, fuel costs and insurance
fees.

Whether you choose to invest in a
new or used car, Consumer
Reports writers Jeff S. Bartlett and
Jen Stockburger advise against settling for the least expensive option available. Instead they
recommend purchasing a newer vehicle that boasts the most advanced safety technologies and
reliability scores yet fits most comfortably into your budget. Safety features that are top priorities for
your teen’s new ride include curtain airbags and electronic stability control. If you can afford them,
automatic emergency braking and forward-collision warning are also musts for young drivers learning
to find their confidence behind the wheel.

Bartlett and Stockburger also urge you to investigate what ratings the car you’re considering has
earned from the Insurance Institute for Highway Safety and the National Highway Traffic Safety
Administration. If possible, aim only for vehicles that have earned the IIHS’ TOP SAFETY PICK or
TOP SAFETY PICK+ or NHTSA’s 5-Star Safety Rating. It’s also recommended that you steer away
from a large SUV, pickup truck or sports car for your teen. The first two can be unwieldy and difficult to
maneuver, while sports cars are designed for high speeds and are likely too tempting for cautious
driving. What’s more, those vehicles tend to carry higher prices than simple sedans or hatchbacks.

When considering the price of a vehicle, it’s important that you also consider financing costs as well as
taxes and applicable fees. The final purchase price will likely be quite a lot higher than what you see
on paper when everything is settled.

Cost of insurance 

Insurance is a requirement for all drivers, and although it’s expensive to purchase insurance for your



teen, he or she may qualify for specialized discounts. A report card of As and Bs can equal significant
savings on insurance, writes The Balance’s Emily Delbridge. By earning good grades, your teen driver
could earn you a potential savings of 20 or 25 percent depending on the state you live in and the
insurance agency you work with, according to Kiplinger contributing editor, Kimberly Lankford.

If your teen will be driving their own car, safety features can also earn you savings. The more current
safety features, the better — a newer vehicle with driver-assist technologies will likely get you a better
rate than one without features like forward collision warning and automatic emergency braking. It’s
also important to consider the kind of vehicle your teen will drive. A sports car, for example, will carry a
much higher insurance cost than a regular sedan.

If your teen will only be driving your car occasionally, you might also be eligible for insurance
discounts. Even if your teen has their own wheels, research conducted by NerdWallet suggests that it
will generally cost you less money to add your teen to your insurance policy than it would cost to
purchase a separate policy.

If your teen is getting ready to get behind the wheel, do your due diligence. Knowing how much you
can expect to pay and how you can minimize the financial impact will make putting your teen on the
road all the easier — at least financially.

IMN Bank Adviser • 781-890-4700, x250 • https://www.bankadviser.com/ 

 



 

Habits That Could Impact Your Insurance Rates
What factors influence how much you pay for car insurance?

Car insurance is essential for motorists today. Not only is it forbidden to drive without insurance in all
50 states, but that insurance can also help you to cover the costs incurred by an accident. Many
drivers want to obtain the least expensive insurance rates they can while still receiving good
coverage. What drivers may not realize is that many of their behaviors, both on and off the road, can
greatly affect the price of insurance.

Factor #1: Choosing where to
live

According to Bridget Clerkin of the
DMV, location is the single most
important indicator of how much
you’ll be paying for insurance.
Rates vary depending on what
state you live in and even the area
of the state you call home. North
Carolina had one of the lowest
insurance rates in 2017 with an
annual average of just $865,
according to the DMV. Meanwhile,
Michigan residents had to pay up to
$2,610 that year. Writing for The
Penny Hoarder, Dana Sitar says
that drivers in urban environments
tend to pay more for their
insurance. This is due to the higher
rates of auto thefts and accidents in
a city versus a rural area.

Factor #2: Choosing an expensive car

Carroll Lachnit of Edmunds explains that another important factor in determining how much you’ll pay
for insurance is what kind of vehicle you drive. Generally, the more expensive your car is, the more
you’ll have to pay to insure it. Vehicles like the Honda CR-V cost roughly $1,317 per year to insure
while insuring a model like the Mercedes-Benz E-Class could cost as much as $3,541 per year.
Furthermore, insuring a used car generally ends up costing less than insuring a new vehicle.
Additionally, repairs for a more advanced automobile tend to cost more than a car with less
complicated systems.

Factor #3: Your occupation and education

Not every factor in determining your credit score is under your control. Indeed, even your age and
marital status can affect your credit score. Clerkin says that teenage drivers often incur the most
expensive insurance rates. Additionally, men typically pay more for car insurance than women do.
Other demographic factors that can affect your score include your education and occupation. Drivers
with graduate degrees generally pay less for insurance than those with no high school diploma.

Factor #4: How you drive

One factor that drivers do have control over is their driving history. Clerkin notes that a
less-than-stellar driving history can cause insurance rates to increase. Speeding tickets can be a



less-than-stellar driving history can cause insurance rates to increase. Speeding tickets can be a
major cause for insurance rate increases. If drivers accumulate speeding tickets, their insurance can
go up by as much as 28 percent. However, collisions cause rates to increase even more. According to
Clerkin, a not-at-fault accident generally leads to a 7 percent rate increase, while those at fault can
see insurance rate increases up to 85 percent.

Factor #5: The health of your credit history

Your driving history isn’t the only history that could affect your car insurance. Kelley Blue Book notes
that your credit history can have one of the greatest effects on your car insurance rates. Sitar
references a University of Texas study that found that people with lower credit scores incur more
losses and higher claim payouts. Still, certain states don’t allow insurance companies to consider this
factor. California, Massachusetts and Hawaii are among the states where your credit score won’t
affect your insurance rates.

Understanding the personal habits that affect your credit score and other factors can help you
eventually secure a better insurance rate for your vehicle.
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Adjusting Your Investments for Retirement
How to get your retirement portfolio across the finish line

The end goal of every hard-working American is a long, fruitful and well-earned retirement. If you are
still in the early stages of putting together your retirement portfolio or bearing down on the golden age,
there’s still time to make adjustments that can help put you in the position to realize that dream with
little or no stress.

Increase your contributions

The closer you get to the finish line,
the more you will want to make
sure you have sufficient savings
waiting there for you. If you’re
already meeting and exceeding
your employer’s maximum
contribution for matching, you’re in
the right position, but there’s still
room to increase your contributions
with each passing year.

Mint spokesperson Rich Heineman
tells NBC News’ Kelsey Butler that
a good place to start is with an
automatic escalation of 1 percent
every year. If you receive a pay
raise but already enjoy a
comfortable lifestyle, use that
increase to supplement your
retirement savings rather than letting it idle in your checking or savings accounts.

Reallocate your assets

It is likely that your retirement portfolio is target-based, which means it is aimed toward providing a set
amount of money for you to enjoy by the time you retire, rather than based on risk. If you want a
portfolio that will provide for you throughout your retirement, the Financial Industry Regulatory
Authority recommends finding a balance between growth investments and investments that produce
income.

The former are growth mutual funds and stocks that are projected to grow faster than the market
average. Financial professionals consider them important because they allow your retirement portfolio
to avoid issues caused by an increase in the cost of living brought about by inflation.
Income-producing investments are stocks that pay out dividends, certificates of deposit and bonds.
They are more consistent in their ability to produce money, providing the funds you need to live on in
retirement.

Asset allocation is a step that the FINRA recommends carrying out gradually and with the assistance
of a financial planner or investment professional.

Don’t live and die by the 4 percent rule

In 1994, financial advisor William P. Bengen concluded that a retiree aged between 60-65 would only
need to withdraw 4 percent of their portfolio in the first year of retirement and that they would need to
adjust that withdrawal each subsequent year for inflation. The 4 percent rule, confirmed in the popular



Trinity Study, has been an oft-relied upon rule of thumb to make retirees feel confident that they can
live off of their retirement funds for 30 years.

According to Jane Bennett Clark, the late Senior Editor at Kiplinger’s Personal Finance, today’s
financial environment instead suggests a 2.5-3 percent withdrawal to ensure that you have enough
money to last for a 30-year retirement. David Blanchett, head of retirement research at Morningstar
Investment Management, suggests that the 4 percent rule is a great place to start, but that you should
adjust and act accordingly when the market demands.

Whether you’re just getting your 401(k) together or reassessing your portfolio 10 years in, there is
room to improve your chances of a happy and stress-free retirement. Talk to your financial advisor and
learn what you can do to capitalize upon your retirement plan.
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When Should You set up a Child’s Savings Account?
Determining the right time to establish your child’s financial basics

It’s never too early to start saving money, which is why a growing number of parents are opening
savings accounts for their children. Doing so can help establish a brighter financial future for your
child. Dave Sieminski of the Consumer Financial Protection Bureau notes a study that found children
from low-income families were three times more likely to go to college and four times more likely to
graduate if they had an established savings account. Many parents may be unsure about how to go
about establishing such an account. Fortunately, the steps needed to establish a savings account for
your child are easy to follow.

Step #1: Determine if your child
is the right age for a savings
account

Rachel Hartman of Bankrate
advises that before parents seek
out a savings account for their
child, they must first determine
when to establish an account. Most
experts agree that by the age of
eight, children should be old
enough and have enough
knowledge to understand the
benefits and process of saving
money. Before turning eight,
children can utilize a money jar or
piggy bank to store accumulated
money. Hartman says that this will
lay the groundwork of helping
children understand the benefits of
saving money. Many parents are
actively establishing savings accounts prior to this age. Madison Dupaix of The Balance explains that
many parents set up a savings account right after their child is born to maximize savings.

Step #2: Determine the right kind of account to open

There is more than just one type of savings account you can open for your child. Some of them
function in the same way that an adult’s savings account does, while others are designed with young
children specifically in mind.

One of the most popular savings accounts for children is a 529 college savings account. Kimberly
Palmer of U.S. News explains that 529 accounts are state-sponsored savings accounts that allow
money saved for tuition to grow tax-free. Franziska Castillo of Lifehacker notes that each state
operates 529 accounts according to different rules. It’s important to research the rules in your state
prior to setting up a 529 account. Another option available to parents is to open up a savings account
for their child at their own bank, if it’s one they trust and one that offers good benefits.

Step #3: Plan a trip to the bank

Hartman says one of the best ways to showcase the importance of a savings account to your child is
to take them with you to the bank when you set up the account. This will help your son or daughter
see how a bank operates. It will also help children visualize where their money is being stored, which



is important for children who are visual learners.

Step #4: Go over financial basics with your child

The financial lessons for your child don’t end with a trip to the bank. Tierney explains that parents
should continue to teach children lifelong financial lessons in regard to their savings account. Hartman
says that one of the most important of these lessons is to explain to them what interest is. Describing
the concept of interest can help children realize the benefits supplied by a savings account. Spencer
Tierney of NerdWallet suggests going with a bank that offers a healthy interest rate so children can
see that accumulation in action.

Step #5: Set savings goals and reward good behavior

Hartman also emphasizes the importance of setting goals for your child in terms of their savings
account. Children respond to an exercise better when there is a specific goal set in place. That goal
could vary from reaching a certain monetary amount in the account to submitting a certain percentage
of their chore money into their savings account every month. When these goals are reached, consider
introducing a non-monetary reward, such as a fun family outing or a favorite meal, which will
encourage good financial behavior in the future.

Laying the groundwork of sound financial decisions for your child will help them continue this behavior
well into adulthood.
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Top Accounting Challenges for Small Businesses
Tips for keeping your financial records organized

No matter what sector your small business is in, proper accounting is crucial to your success. There
are a variety of options you can choose from to help you manage your money, but none are
completely perfect. Consider these common challenges businesses like yours often face while
tracking financial operations and transactions throughout the year.

Cash flow                               

According to Alika Cooper, a
correspondent for Business.com,
about 82 percent of failed
businesses collapse because of
cash flow problems. That’s a broad
statistic, but what it means for you
is that you need to know where all
of your money is, who owes you
and what payments are due at all
times. There are certain costs —
like rent, utilities and insurance —
that you always need to be
prepared to pay on time. If your
business operates with invoices
and billing after providing a service
or making a purchase, you might
be hesitant to chase after
payments from customers.
However, you need to make sure
that accounts are settled on time and in full so you have the money required to keep the doors open
and lights on.

Budgeting

Like many businesses, you probably have several projects going on at once. These can be as simple
as arranging a new display in the store or as complex as a rebranding campaign. Company finance
expert Ivan Lavelle tells Bplans.com that one key to keeping projects on track is to assign them
budgets. The size of the budget will take care of two possible issues: determining how much you’re
willing to spend on a task and determining what scale you think it should be. Besides defining these
parameters, setting money aside for these developments will also make sure that you figure their
costs into your overall company financial plan down the road.

Reconciling your accounts

It’s very tempting to track your expenses and income in one place and rely on your own memory and
math skills to keep everything straight. However, Cooper points out that’s not wise when mistakes are
so easy to make. On a regular basis, it is essential that you review your transactions and compare
them to the ones recorded by your financial institution or point of sale to make sure everything
matches up. At the bare minimum, you should be doing these checks monthly. Cooper actually
recommends you review all accounting transactions at the end of your business day to ensure their
accuracy while the day is still fresh in your mind.

Relying too much on software



There are so many options in the world of accounting software, but don’t let the latest and greatest
programs lull you into a false sense of security. Padgett Business Services cautions that there is a big
difference between record keeping (what these programs actually do) and accounting. Depending on
your industry or the size of your company, there could be additional laws you need to be following
with your finances or tax deadlines you need to hit. While the software might help you in day-to-day
operations, consider hiring an in-house accountant or a firm to make sure your finances are where
they really need to be.

If you consider these common pitfalls and make an effort to avoid them, hopefully your business will
be more prepared for long-term operations. As always, if you’re unsure about the state of your
bookkeeping, call in the professionals for assistance.
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Prepare for the Worst: Cyber Attacks
Affordable steps to protect your business against cyber attacks

With nearly all businesses now operating in virtual space in some capacity, the threat of cybercrime
has unfortunately become a common reality that small business owners must face. Without the tools
and funds of a large corporation, defending your business against cyberattacks may seem daunting.
Fortunately, there are still affordable and reasonable steps you can take to protect yourself.

Upgrade your software

Software developers regularly
release newer versions of their
code that not only add new features
but also patch security risks that
hadn’t previously been discovered.
Though you should strive to keep
all of your software up to date, the
most important thing to keep
updated is your computer’s
operating system.

Many businesses continue to use
Windows XP even though Microsoft
has now completely stopped
supporting the system, which
means it no longer receives
security patches and updates.
“That means computers running
the outdated software are now
much more vulnerable to cyberattacks and hackers — and these criminals know it,” Julia Campbell
warns in a March 2018 article for TheBalance’s Small Business.

In other words, simply upgrading your computer or purchasing the latest Windows operating system
for any computer that’s part of your business could go a long way toward improving your cyber
security.

Train your employees

Your employees should be trained in cyber security best practices. Founder and CEO of Patriot
Software Mike Kappel recommends setting up a cybersecurity policy for your business that includes
procedures for keeping customer, employee and vendor information safe, as well as protocols
employees should follow in case of a breach.

He advises employees to create strong and unique passwords for all of their accounts and to set up
two-factor verification whenever possible. “This requires a two-step sign-in process that adds another
layer of security to accounts,” Kappel explains in a November 2017 article for Forbes. “Employees will
need access to another device or code to complete the sign-in process.”

According to the Hiscox Cyber Preparedness Report 2017, employee training helped roughly 70
percent of United States companies to significantly reduce the number of cyber hacks and incidents.

Protect your email

One of the most popular cybercrimes is email theft, and given that most individuals’ accounts are



directly associated with their email, it also represents one of the biggest areas of risk. Of all the
passwords you use across all of your accounts, your email password should be the most secure.

“Cyber criminals buy and sell login IDs and passwords, Social Security numbers, credit card digits and
other on darkness sites,” writes Steve Morgan, founder and editor-in-chief of Cybersecurity Ventures,
in an October 2017 article for Entrepreneur. “If a small business has its email addresses accessible to
hackers, the results can be devastating.”

One of the best — and free — ways to protect your email is to set up the aforementioned two-step
verification, which virtually every email app offers, including Microsoft Outlook, Gmail and Yahoo Mail.

It’s not all digital

Worrying about cyber security can easily make one forget that not all threats come from the internet.
It’s equally as important to keep your computer or servers away from criminals in the physical world.
Locking away all of your business’s electronics and permitting access only to trusted IT staff and key
personnel can go a long way toward protecting your information and your operations.

Preparing for cyberattacks is a little bit like insurance. It can seem like a costly, even unnecessary
investment if you think you won’t need it, but one that dearly pays off if you do. Given the propensity
of cyberattacks in the modern age, taking small steps to protect yourself is well worth the trouble.
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Pros and Cons of Having an Emergency Fund
The upsides and possible downsides of socking away money

Having an emergency fund may seem on the surface to be a common-sense proposition. Money set
aside specifically for the purposes of having it in the event of an emergency acts can be a valuable
buffer between yourself and financial hardship, and it’s a decision that fosters peace of mind when
thinking of potential worst-case scenarios. But is establishing an emergency fund always the right
decision for your situation?

The benefits of having an
emergency fund

According to NerdWallet’s
Christopher Allen, a good
emergency fund should equal three
to six months’ worth of expenses.
In the event that you would become
unable to work, an adequate
emergency fund prevents you from
needing to turn to other, riskier
avenues to keep yourself afloat.
This can include dipping into your
retirement savings early, borrowing
money from family or friends and
running up credit card debt. With a
six-month emergency fund, you
can take the time you need to
recuperate from an injury or find a
new job with less stress.

Miriam Caldwell, writing for The Balance, notes that certain personal circumstances will increase the
necessity of having an emergency fund. If you’ve struggled with or are currently facing health issues,
having an emergency fund is a must in case you miss time at work or have a balance leftover on your
medical bills. It’s also important to have an emergency fund if you live a great distance from your
family; should a family crisis or death in the family occur, an emergency fund can help cover you
during a leave from work and pay for travel and lodging expenses.

Forbes contributor Simon Moore points out that no matter your situation, an emergency fund provides
a remedy to anxiety and stress when considering your financial situation. Whether it’s paying off an
unexpected expense like a car repair or being able to be there for your loved ones in a time of need,
an emergency fund can be a saving grace that helps keep you safely in the black.

Potential downsides

Greg McFarlane of Investopedia writes that having an emergency fund is “overly prudent,” suggesting
that your best recourse would be to use that money instead in a way that enriches you more directly
and immediately. If, for example, you have outstanding credit card debt, McFarlane advises taking
money that you could otherwise deposit in an emergency fund and using it to clear off what you owe.

“Perhaps you’re worried about the transmission falling out of your car, which you think would
necessitate a $3,000 repair,” McFarlane writes. “If you feel that the prospect of this problem warrants
creating an emergency fund, but you’re already carrying enough debt to cover three or four
transmission replacements, the sad news is this: your emergency has already begun. It began several



thousand dollars ago.”

Moore suggests that inflation could be an issue when it comes to an emergency fund. While you may
feel comfortable sitting on a $10,000 nest egg, the rate of inflation ensures that your money today will
give you less purchasing power in a year’s time, even less than that an additional year into the future
and so on. He adds that this is by no means an excuse not to have an emergency fund; instead, it’s
recommended that you invest your money in a low-risk fund like a short-term treasury bond, which will
provide you a respectable return without significant risk of lost value.

The decision of whether or not you wish to have an emergency fund should ultimately fall to you and
your immediate family. If you believe that putting away money for a proverbial rainy day is important,
explore the options available to you and build confidence in your financial situation.
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What Qualifies as a Strong Password?
Tips for preventing your passwords from being cracked by hackers

In the age of ever-increasing internet involvement, the threat of someone hacking into your information
by breaking through your passwords grows daily. To make an account far more resistant to hacking,
following these basic rules of what to have and what to avoid when crafting a well-constructed
password.

Have: length

One of the best steps to a strong
password is to make it long —
somewhere in the vicinity of 15
characters. The reason for this is
that the more characters you have,
the more possible combinations
there are for your password. This
helps confound brute force
cracking, where a hacker attempts
to figure out a password by trying
different combinations over and
over until they hit on the correct
one. Professional
password-crackers speaking to Ars
Technica were able to break
passwords of six digits or less
nearly instantly.

Avoid: words and names 

When a hacker tries to crack a longer password, using the brute force method to break through is
incredibly time-prohibitive, so a quicker, easier option would be to try to guess the password without
resorting to such measures. Easy options to try are names (particularly yours) and other dictionary
words, even if you replace letters or words with symbols and numbers. Since using a word as a
password makes a known pattern, computers can easily figure them out.

Have: cases and symbols

Another way to boost a password’s strength is to use both uppercase and lowercase letters, and to
introduce numbers and other symbols. This adds more complexity to your password, increasing its
resistance to guessing. According to password expert George Shaffer, an eight-character password
that uses all of these can resist cracking attempts by force for up to 2 years.

Avoid: patterns

Sometimes it might seem like a sound idea to use nonsense phrases that nonetheless form a pattern,
like using the first six letters in the first row of the keyboard. Since this follows a pattern (swiping
straight across the keyboard), this makes the password very weak and easier to break. 

Have: regular changes 

Once you craft a strong password, it pays to change it on a regular basis. Hackers constantly try to
break passwords, and the longer you maintain a stagnant password the more vulnerable it becomes.
For example, Facebook revealed in a blog post that during any given 24-hour period, 600,000



attempts are made to compromise the information of users.

Avoid: repetition

Using the same password in multiple places is a dangerous prospect. If you use the same password
for everything, when crackers breach one account, they can potentially break into all of them.
According to Graham Cluley, senior technology consultant at computer security organization Sophos,
this cross-platform approach is commonly used by hackers because about 30 percent of people use
the same password across all of their digital accounts.

Have: a password phrase or password manager

All of these rules that minimize a computer’s ability to guess your password tend to create passwords
that are hard to remember. Larry Magid, a long-time cybersecurity journalist writing for Forbes,
suggests coming up with a word to represent each character of your password. The second method is
to use a password manager. These encrypted services let your access complex, inscrutable
passwords without needing to memorize a string of random letters, numbers and symbols.

Avoid: sharing your password anywhere

The simplest thing you can do to avoid having your password compromised is to not share it
anywhere. That means not writing it on a post-it note that you stick to your computer at work, and
definitely not sharing it with someone online.

Keeping up these rules will make your passwords incredibly difficult to guess, protecting your
information from prying eyes. By being proactive about maintaining strong passwords, you stand a
better chance at staving off the headache of having your information accessed by unwanted parties.  
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Important Documents for Estate Planning
What you need to ensure your beneficiaries’ financial security

You cannot know what the future holds, and that’s why there is never a wrong time to take the steps
necessary to plan your estate. If you haven’t given much thought to the idea of passing on your assets
to a loved one or family member after your death, you may not know all the many key documents that
are necessary for the creation of an estate. Knowing the important aspects of estate planning and
completing them early on can help you to avoid leaving your family with a difficult situation when you
are gone.

Will or trust

Arguably the most important
component of estate planning is
the establishment of a will, which
legally guarantees the distribution
of assets after your death in
accordance with your wishes. You
can prepare your own will if you
prefer; The Motley Fool notes that
software like Quicken’s WillMaker
Plus allows you to do so quickly
and inexpensively. For a decision
so important, however, it may be
best to secure the services of a
lawyer who is more familiar with
the process and who is better able
to ensure that there are no loose
ends or unforeseen issues.

Michael Chamberlain, writing for
Investopedia, notes that the execution of a will can be expensive and time-consuming if the process of
probate is necessary. To avoid this, he recommends a living trust as a preferred alternative. With a
living trust, you provide specific instructions for what becomes of your assets while you are living and
well, if you should become incapacitated and if you should die. The Balance’s Julie Garber notes that
any assets held in your living trust will avoid probate at the time of your death. Still, you will want to
maintain what’s known as a pour-over will; this document acts as a safety net to provide instructions
for any assets not governed by your living trust.

Additional key documents

Whether you’re looking at planning an estate around a will or a living trust, there are three key
documents that Garber says are necessary for the process: a living will, an advance medical directive
and financial power of attorney.

Different from a last will and testament or pour-over will, a living will expresses your preferences in
the event that your family needs to make a decision about your care — for example, if you wish to be
kept alive with assistance or not if you should fall into a coma. An advance medical directive, or
medical power of attorney, allows you to choose an agent who will make medical decisions on your
behalf if you are unable to and designate a guardian who will look after you if you become incapable
of caring for yourself.

Financial power of attorney also has you designate an agent to act on your behalf, only they manage



assets like your accounts and property if you are no longer able to do so yourself. There are
effectively two kinds of power of attorney: durable power of attorney, which takes effect upon the
signing of a document, and springing power of attorney, which only takes effect if you should become
incapacitated.

There are several other steps you can and should take in the establishment of an estate, including
creating a list of your assets and updating your beneficiary forms as needed. To ensure that you are
checking every box, seek out a professional and be certain that no stone is left unturned.
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New Semester Prep: How to Save Money on Campus
Keep the bills low while hitting the books

If you’re attending college, you don’t need anyone to tell you that it’s very expensive. No matter if your
parents are paying your tuition, you took out loans or you have at a part-time job, you want to make
sure that your funds are working as hard as possible in your favor. Consider these tips to help you
save money and set yourself up for a more financially secure future.

Actually set a budget

Everyone thinks that they stick to a
budget, but in reality, most people
just go with the flow based on their
bank account balance. It’s not
enough to simply have an idea of
how much you could or should
spend; you have to be deliberate
about your spending.

Catherine Campo with CNBC
recommends creating your budget
with your parents. This isn’t
because you aren’t old enough to
set your own spending goals, but
rather because your parents’
knowledge could identify expenses
you might forget otherwise, like car
insurance fees or saving for an
emergency fund.

Buy used

If you’re an avid reader, you might prefer to read new books because you’re sure you have the highest
quality version with no wear and tear. However, when it comes to college, used textbooks are the way
to go. The team at Best Value Schools recommends buying used books as their top tip for saving
money in college. If your school doesn’t have a good inventory of used books in its bookstore, check
out sites like Half.com, Ebay and Amazon. When you’re taking a course that’s an elective or general
education, where you don’t think you’ll want to keep the textbook after you pass the class, consider
checking out sites like Chegg and Barnes & Noble that offer textbook rentals instead of purchases.

Pay on time

When you’re immersed in campus life, it can be difficult to keep track of due dates for projects and
papers, let alone bills. Similar to how your grade suffers when you forget assignments, marks against
your credit score hurt your financial future if you pay your bills after their due dates. Brian O’Connell, a
former Wall Street trader and best-selling author, writes that paying bills late can get you slapped with
high fees, and if that high fee pushes your credit card balance over your limit, it will then trigger
another fee. Besides costing you more money, being habitually late with any bill payments will be
recorded by credit bureaus and can harm your chances of getting a loan later in life.

Use your meal plan

If you live on or near campus and have signed up for a meal plan, make sure that you use it as much
as possible. Robert Farrington of The College Investor acknowledges that sometimes a meal plan isn’t



the best deal in the long run, but if you have one, you need to make sure you’re getting what you paid
for instead of paying for food elsewhere. Yes, that can mean waking up and eating breakfast before
class, but it is the most important meal of the day, after all. Some meal plans include snacks or money
to spend out of the designated dining halls, so don’t forget to keep track of that and use all of it before
you consider shelling out money for off-campus meals.

Saving money in college might sound like an unwinnable battle, but it’s not as hard as you think.
Financial preparation before you hit campus is a big step in the right direction.
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How to Maintain the Charm of an Older Home When
Remodeling
Which features to keep and which ones to replace on a historic
home

One of the biggest mistakes people make when trying to renovate an older home is to implement
trendy improvements rather than timeless ones, as Nicole Curtis, host of HGTV’s “Rehab Addict,”
relates. She recommends home owners make repairs and updates that remain true to the house’s
era. Here are eight tips for remodeling a historic residence while preserving many of its original details.

Make conservative structural
changes

Per Houzz contributor Laura
Gaskill, some older homes will
have structural issues to address,
such as rotting wood or a leaky
roof. It’s wise to make a list of the
pros and cons of gutting versus
tearing down certain features,
before completing those
renovations, as Gaskill advises. If
you do have to totally eliminate
something, you can still save a few
original features like windows,
floorboards and doors to maintain
the house’s historicity.

Use caution when modernizing
the bathroom and kitchen

Per Country Living contributor Elizabeth Finkelstein, bathrooms and kitchens are two of the most
popular areas to renovate in historic homes. However, it’s best to be conservative when deciding on
which features to throw out and which ones to preserve. Before updating these two rooms, research
the style of those rooms when the house was built to see which historical features you can keep and
which ones can be updated to offer modern convenience.

Properly update plumbing and electric 

Older homes often have outdated plumbing and electric systems, which can present a safety hazard
for you and your family. Gaskill recommends installing copper pipes as well as bringing the electrical
wiring up to code. This upgrade will also help protect your house from structural damages that result
from plumbing or electric issues.

Keep original walls

As tempting as it might be to knock down some walls to open up the floor plan, it’s often wise to leave
walls alone. Many people regret eliminating “extra” walls later on, when they realize they miss the
original floor plan. To avoid this mistake, Curtis suggests living in the house for six months before
deciding on whether to tear down any walls.

Keep cabinets



If the older home has solid wood cabinets that could use a facelift, Curtis advises stripping and
refinishing the wood rather than replacing the units. Modern cabinets are usually composed of
modern Medium Density Fiberboard or melamine, which are less moisture-resistant. Not only will the
solid wood units last longer, but keeping them in place will preserve the house’s original cabinetry
style.

Refinish sinks and tubs

It’s common for homeowners to swap out old sinks and tubs for brand new ones. Not only is this
modification costly, but it can also clash with the historic style of the home. Refinishing a porcelain tub
will set you back about $400, according to Curtis. That’s significantly cheaper than the estimated
$1,000 cost of installing a new one. 

Repair windows 

Some homeowners ditch original windows because they’ve been poorly-maintained or have leaks.
However, these features play a key part in maintaining the house’s historic value, as Curtis relates.
Instead of getting rid of the original windows, repair and add weather-stripping to them so they’re more
effective. Another option would be to replace the windows with storm windows that adhere to the
house’s era.

Save wood floors

Another common faux pas is to remove old wood floors or cover them with modern tiling or carpet. 
Preserve the historical accuracy of the home and save some cash by refinishing the original wood
floors, as Curtis suggests. If there are damaged sections of flooring, replace just those sections.

By implementing these eight strategies, you can enjoy adding some contemporary comforts to your
older home while retaining some its original style.
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Know the Differences between Simple and
Compound Interest
Don’t let your compound interest loans spiral out of control

When borrowing money, odds are you’ll be paying interest on that loan. It pays to know the
differences between simple and compound interest and how these can be advantageous or
disadvantageous for you in various situations, depending on the type of loan you’ve taken out.

Simple interest

Simple interest is based on the
principal amount, or original
borrowed amount, of a loan or
deposit. The interest amount
remains fixed throughout the
duration of the repayment period.
For example, if simple interest is
charged at five percent on a
$10,000 loan over a three year
period, the amount of interest paid
will be $500 each year, for a total of
$1,500. Common examples of
real-life simple interest loans are
car loans, which are easy to
calculate.

Compound interest

While simple interest lives up to its
name, compound interest is more complex. “Compound interest accrues on the principal amount and
the accumulated interest of previous periods; it includes interest on interest, in other words,” Steven
Nickolas explains in an article for Investopedia. If the $10,000 loan described above involved
compound interest rather than simple interest, the total interest paid after three years would be
$1,576.25 instead, as the interest owed each year is calculated based on the original loan plus the
interest paid in the previous year.

This also means that compounding interest scales significantly with frequent compounding periods,
potentially even more so than with higher interest rates. “For every $100 of a loan over a certain
period, the amount of interest accrued at 10 percent annually will be lower than interest accrued at
five percent semi-annually, which will, in turn, be lower than interest accrued at 2.5 percent quarterly,”
Nicholas writes.

Impact on loans

Odds are, financial experts or people you know have encouraged you to start saving for retirement
while you’re young. This isn’t only because you have more time to put more money into your
retirement if you do so, but also because compound interest enables you to save exponentially more
money by starting earlier.

The same is true in reverse when repaying loans. The earlier you start, and the more frequently you
repay a loan, the less money you will have to pay over the total period. In fact, it is highly encouraged
that you repay loans whenever possible, as debt compounded over the years can spiral out of control.



“Pay off debts quickly and pay extra when you can,” Justin Pritchard advises in an article for
TheBalance.com. “Paying the minimum on your credit cards will cost you dearly because you’ll barely
make a dent in the interest charges and your balance could actually grow.”

As with all loans, you should always seek the lowest interest rates you can find, but keep in mind that
even with a low rate, compound interest can quickly make a loan overbearing to repay if you just give
it the time. “If you have student loans, avoid capitalizing interest charges and pay at least the interest
as it accrues so you don’t get a nasty surprise after graduation,” Pritchard says. “Even if you’re not
required to pay, you’ll do yourself a favor by minimizing your lifetime interest costs.”

Compounding is a powerful force that can work for you if you invest early and regularly. If you are on
the less receiving end of a loan that has to be repaid with compound interest, you can save money by
paying it back early and increasing the frequency of your loan repayments.
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