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Thanks for reading our monthly newsletter!
We hope you find these articles interesting and helpful. If you have
any questions, we’re always here to help! Just give us a call at
409.898.3770. Below are a few newsworthy events: 

Did you know we’re building a new branch? Our newest location is 4350 Laurel in Beaumont.
The official Ground Breaking was Tuesday, January 31st. Be sure to check Facebook for the
latest updates! 

We will be closed Monday, February 20th in observance of President’s Day. Visit our
website for more information on our holiday closings.

Can’t get enough of these articles? Check out our new website content: Financial Literacy
Features! These features help you make informed financial decisions, whether you are buying
a house, saving for college, or planning for retirement! 
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We're Paying It Forward Luncheon
Since we opened our doors in 1952, education has been rooted in
our values, and is still at the heart of our existence

On Wednesday, January 25th, Education First held its 3rd annual We’re Paying It Forward luncheon
and check presentation. Representatives from over 100 local schools gathered to enjoy lunch and to
receive their donations in excess of $19,000.

The program was developed to support local education while allowing Education First members to
direct a portion of their own dollars back to the communities in which they live.  Since the program's
inception in 2014, Education First has donated more than $69,000 to local schools! 

Each time a member borrows with us, Education First will make a cash donation to the school/campus
of the member's choice. That means each loan makes a difference in your community. These
donations are unrestricted funds to help supplement school budgets and allow them to direct the funds
where they are needed most.

We are proud to say that We're Paying It Forward and to show our appreciation and support for our
local schools!

For more information on the We're Paying It Forward Program, click here.
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The Power of Compound Interest
Why it really pays to invest early in a retirement account

Money in a savings or retirement account grows over time as it earns interest. But the interest rate
isn’t the only factor that determines how much it grows; compounding interest helps your funds grow
faster because it lets you earn interest on the money you deposit plus previously earned interest.

Compounding interest gives young investors great power to save for retirement, even if they don’t
currently have much to save.

People in their 20s and 30s who
are working to build their careers
are often tempted to put off
investing in retirement for a time
when they are more established
financially. By doing so, however,
they miss out on the big advantage
they have over older, wealthier
savers: time.

“If you invested $10,000 in a
mutual fund and the fund earned a
7% return for the year, you’d gain
$700,” according to NerdWallet.
“Over the years, that money can
really add up: If you kept that
money in a retirement account over
30 years and earned that average
7% return, for example, your
$10,000 would grow to more than
$76,000.”

To test out the power of compound interest for yourself, try the Compound Interest Calculator from
NerdWallet. It can show you exactly how far your money could go if you started saving today. Just
plug in hypothetical savings amounts at
https://www.nerdwallet.com/banking/calculator/compound-interest-calculator.

The earlier you start investing, the more time your money has to compound, and when you do the
calculations, it becomes clear that saving a little bit of each paycheck today can add up to a much
bigger sum at age 65 than if you wait a few decades to start saving, even if you can afford to save
more each month when you’re older. The bottom line is that to truly take advantage of the power of
compound interest, you need to start saving as early as possible, and the advantage you gain by doing
so cannot be overstated.

Business Insider calculated how much you would need to save each month to reach $1 million by age
65 at a 6 percent return rate, and the results are astounding. If you start saving at age 20, you only
need to invest $361.04 each month, while starting at age 30makes the required monthly savings
nearly double to $698.41. If you wait until you are 50, you need to put away $3,421.46 each month to
end up with the same amount at age 65.

You can see a chart that illustrates the calculated monthly savings required for each age group at
http://www.businessinsider.com/compound-interest-monthly-investment-2014-3/#.U6xcEI1dWVh.

“When you start saving outweighs how much you save,” says Business Insider contributor Libby
Kane. “Retirement accounts such as 401(k)s and Roth IRAs aren’t just savings accounts—they’re
actively invested, and therefore have the potential to make the most of this benefit.”

If you’ve been inspired by the mathematical magic of compound interest, harness that motivation by
talking to your financial institution about opening up a retirement account or by committing to making
regular contributions to your existing savings and retirement accounts.
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How Online Banking Can Help You Budget Better
Benefits of online banking that can aid in your budgeting process

Online banking can make a personal budget much easier to manage. Enrolling will offer you
numerous benefits to constantly ensure that your finances are on track, such as the following:

It will list all your accounts in one place. With online banking, you don’t have to worry about how much
money per paycheck you need to avoid spending in order to save enough for that summer vacation.
Make that expenditure or savings goal its own account and either manually or automatically transfer
that amount. That way, you will be
able to see your total amo unt of
assets, but you won’t be tempted
to, or accidentally, spend the
money you needed for the plane
ticket while shopping at the
department store.

You may be able to organize your
expenditures by category. Some
software that your financial
institution may utilize, like
FinanceWorks, as well as
third-party apps or web browser
extensions such as Mint allow you
to create expense categories—or
better yet, do it automatically for
you. This is beneficial for future
budgeting purposes or to make
adjustments, because you can see
how much was paid in a specific
area (e.g., electricity, groceries, phone service).  

“This saves time and confusion from sorting through months of paper statements and allows you to
compare spent amounts with budgeted amounts - so your budget resembles your real life as closely
as possible,” says professional money manager and Investopedia contributor Ryan Barnes.

Scheduling and alerts allow you to avoid late payments or overdraft fees. These little charges can
take a toll on your finances if you don’t stay ahead of them. Automatic bill paying and scheduling
recurring payments will send a set amount of money to a certain payee on the exact date you request,
so you can avoid late fees. You can also schedule alerts to tell you if your account balance is getting
low, which is helpful to avoid both overdraft and returned check fees, as you can immediately transfer
money from another account and conveniently get the information you need to adjust your budget.

You can see your finances in real time. Paying bills and other financial operations are almost
immediate (or at least more so than writing a paper check, sending it through the mail and having to
wait for it to clear). The widespread adoption of mobile banking (online banking, but not tied to a
personal computer) has also facilitated these benefits.

“Consumers have a greater handle on their money since they only need a mobile connection to
access their accounts. No Internet service is required,” says Bankrate.com Editor Janet Stauble.
“There are fewer surprises, as customers can check their balances and transactions anytime.”

Being able to analyze your finances in real time is especially helpful in the small business realm, says
Chris Joseph of Small Business Chronicle, as you can see all your accounts and expenditures right in
front of your eyes, while knowing exactly what is liquid and what assets are tied up. 

Whether you use it for personal or for business reasons, online banking offers many advantages that
can be vital to keeping a successful budget.
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Benefits of Applying for Local Scholarships and
Grants
With the rising costs of higher education, apply for as many
scholarships as possible

A couple hundred dollars from a local scholarship may sound like a drop in the bucket when it comes
to paying for college tuition and expenses, but the reality is that every dollar counts and several local
scholarships can add up to a significant amount of free money for your education.

The reality of large-sum grants

There aren’t many people who can afford to foot the complete bill for their higher education. Yet most
only apply to large-sum scholarships and grants to help pay for college, and while those $10,000 and
$50,000 nationally awarded grants could make a significant difference in affordability, the truth is
they’re difficult to get.

According to an October 2015
article in U.S. News by contributor
Jessica Zdunek, largely-funded
government agencies and
well-known national brands like
Ford, Nordstrom’s and Coca-Cola
award significant educational
scholarships each year, but
applying to these means going up
against hundreds, if not thousands,
of other applicants across the
country, which significantly reduces
your chances of winning such a
grant.

That doesn’t mean you shouldn’t
apply for large scholarships,
because there’s still the chance
you could win, but you should
better your odds of financial aid by applying for local grants as well.

The advantages of local scholarships

A first, albeit obvious, advantage of a local scholarship is just that: it’s local to where you live.

According to Zdunek, local scholarships can have application limitations that can actually increase
your odds of being awarded. These grants can be limited to people who live in a specific town or
region, to a certain GPA minimum, and even to specific extracurricular activities. As long as you meet
the criteria listed, you are more likely to win a local award than a national one.

“Scholarship providers like to see people from their community succeed and so they often offer local
scholarships available only to residents of a particular geographic region,” says an article on
Scholarships.com, a financial aid and scholarship resource site. 

Local scholarships are also less likely to be known, so there will be less competition for them than for
a national grant.

According to a January 2011 article in U.S. News by Scholarship America, community organizations
that offer scholarships typically inform the local high school, either by contacting the guidance
counselor or by posting the scholarship in the school’s career center. Instead of competing against
the thousands of people searching the internet, applicants compete only against the other students in
their school.

Local scholarships can also be awarded on a relationship basis, such as businesses with financial
assistance opportunities available to employees and their families. Some businesses will even award
scholarships to students if they plan to work for the company after graduation, as this is seen as an







scholarships to students if they plan to work for the company after graduation, as this is seen as an
investment for the company.

They are also generally easier to follow up on and there’s often a designated person in the business
who can answer questions about the scholarship or application requirements directly.

Every dollar counts

“Local scholarships sometimes aren’t as eye catching because they’re just a few hundred dollars. This
can discourage people from applying, but the truth is these small amounts add up,” says Zdunek.

Even if the dollar amount is less than that of a national scholarship, any amount is helpful in offsetting
the expense of higher education. For instance, those dollars could go toward books or equipment, or
help cover smaller living expenses.
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Questions to Ask Your Business Lender
Your lender is a valuable source of information

When you are preparing to talk to your financial institution about funding your future or current small
business, you will likely have many questions.

Fortunately, a community-based financial institution is knowledgeable about the business climate in
your area, so it is in a great position to provide you with all the answers you need.

Here are some specific questions
that you should consider asking
your lender.

What Are Your Loan
Requirements?

“It would be wise to ask [financial
institutions] about their specific
requirements before applying,”
states Patricia J. Kratz, lender
relation specialist at the U.S. Small
Business Administration’s (SBA)
Philadelphia district office, in an
article from Business News Daily.
“Many [lenders] will let you know
the minimum credit score they
require, the cash flow you need to
show, and other qualifying factors.”

Once you know the minimum
requirements, you can assess where your current finances fit in, determine areas for improvement
and make any necessary changes to your business plan. Working closely with your financial institution
during this phase will give you a solid foundation for obtaining the right level of financing for your
business.

What Financial Statements Should I Supply?

Although each lender has different requirements, many require business owners with more than a 20
percent stake in the business to be named and included in the application, and to submit signed
personal financial statements.

“Most loan programs require applicants to submit personal and business income tax returns for the
previous three years,” states SBA’s website. “Either as part of the loan application or as a separate
document, you will likely need to provide some personal background information, including previous
addresses, names used, criminal record, educational background, etc.”

What Is in the Fine Print?

Asking about the standard terms and conditions of the loan can help ensure that you have all the
important information and don’t miss out on the little details that often surprise business owners when
they go through the loan process.

“This question helps business owners gain information about the loan other than just the interest
rate,” states Business News Daily contributor Thomas Hill. “Applicants can learn if a loan has a
prepayment penalty, if and when a lender can demand full repayment of the loan’s outstanding
principal, and if a grace period exists.”

Is Collateral Required?

Although many parts of the loan application process are essentially the same from bank to bank, the
requirements for collateral can vary greatly. While some loan programs won’t require collateral, you
may be expected to provide it if your credit score isn’t great, if you don’t have proven experience in
the field of your startup or if there is another major risk factor for defaulting on the loan.







“Strong business plans and financial statements can help you avoid putting up collateral,” states the
SBA. “In any case, it is a good idea to prepare a collateral document that describes cost/value of
personal or business property that will be used to secure a loan.”

Is My Cash Flow Sufficient?

Just as you will have many questions during the process, your lender will also have questions for you.
Some of these will be about concrete numbers and some will be more general, to assess your
character and that of your business.

“Your banker will probably ask you to provide financial projections for the business,” states Lisa Girard
for Entrepreneur. “Make sure to include your debt repayment plan in those projections.”

When the lender has that information, you can ask for their opinion on how easily your current and
projected cash flow would be able to cover the loan repayment. Having this discussion can give you
peace of mind in knowing that the loan is an appropriate size. If your financial institution thinks that
things look too tight, you can scale back to an amount that will be more manageable. 
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Why You Should Get Preapproved for a Car Loan
When shopping for a new car, many people overlook one important
step: getting preapproved for an auto loan

Preapproval is a quick assessment of your ability to pay off a loan based on your credit history and
current financial state. This is how it works: You visit a bank or credit union, in person or online, and
provide proof of your identity — such as your driver's license or Social Security number — your
household income, and perhaps your housing costs. The lender will likely run a credit check. Then
you'll find out how much it would be willing to lend you and at what rate — sometimes on the spot.

Here's why you should get preapproved.

You can get a better interest rate

If you haven't done your homework, your dealership might try to talk you into a loan at a not-so-great
rate. But getting preapproved at a bank or credit union — or several of them — means you can
assess the dealership's offer, and you don't have to accept it. Bringing your interest rate down just one
or two percentage points can save you hundreds, maybe thousands, of dollars over the life of your
loan.

You can set a true budget

Once you're preapproved for a loan, you can plan your purchase. Use an auto loan calculator to factor
in a down payment, the value of your trade-in — which you can find online — and your desired
monthly payment. Add about 10% for sales tax and other fees. And don't forget about insurance and
the other costs that come with owning a car.

Adjust your dreams — and budget — accordingly. Then go shopping.

You can better negotiate with the dealer

Letting your dealer know that you're preapproved shows that you're a ready-to-buy customer who can
walk away at any time. That curtails a lot of the early verbal dancing. Just announce you have your
preapproval and will only talk price. Try something like this: “I'm looking for this model, in a deep blue
with black leather interior and rear parking sensors. I just stopped in quickly to find out the price I
would pay after you take my car as a trade-in.” If the salesman doesn't listen, say, "I just want to hear
that one number." It's not rude to be assertive in this situation.

And as you're signing all the papers in the finance office, if a salesperson tries tempting you with an
extended warranty or other last-minute add-ons, you can use your preapproval to stick to your price.

When you're preapproved for a loan, you have the competitive edge in car-buying. You can say no
until they say yes.
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Busting the Myths of Online and Mobile Banking
Over half of all U.S. adults use online banking services. Are your
concerns about banking online stopping you from joining in?

Busting the myths of online and mobile banking
Over half of all U.S. adults use online banking services.* Are your concerns about banking online
stopping you from joining in?

You may be surprised to learn it's more secure than ever and virtually anything that can be done
in-person can now be done, well, virtually. Take a moment to assuage your fears and dispel some
myths of digital banking:

Myth: My banking information is at risk when it's sent over the internet.
Reality: Federal laws and regulations require financial institutions to keep customer information secure
and confidential.
On your end, as long as you're on a secure internet connection (such as a home or work network),
have anti-virus software and are on your financial institution's website or app, then your information
shouldn't be at risk. To be sure you're on an official and secure website, manually type in the web
address instead of clicking a link. You should also look for an "https:" (the "s" stands for "secure") or a
small lock icon next to the web address. To ensure your app is safe, always keep it updated to the
latest version.

Myth: I'll be charged extra fees for banking online.
Reality: It doesn't cost banks and credit unions as much to maintain online services as it does to
operate and staff physical branches. We don't charge any extra fees for basic online services.

Myth: I still need to go to a branch or ATM to deposit checks.
Reality: Education First offers mobile check deposit for smartphones and tablets. Using our mobile
app, you can snap a photo of a check's front and back and have it deposited into your account without
ever leaving home.

 

Myth: I can't communicate with an actual person when I bank online.
Reality: True, you don't get face-to-face interaction unless you visit a branch. However, phone support
is available so you can get assistance outside of normal business hours -- something a physical
location can't offer. 

Ready to try online banking? Visit https://www.educationfirstfcu.org/ for more information on Education
First's online services and get started today.

 

* Source: Pew Research Center.
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