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Prepare for what is Next

Some financial needs change with the seasons.  As your credit union, we offer many flexible rates to
fit your unique situation.  Whether you are looking to buy a new automobile, mortgage a home, or
make renovations to your existing house, we are happy to assist you.  Call, visit our website, or stop in
today to learn more! 
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Which Loans Should You Pay Down First?
Philosophies for paying off your debt

Is there a right or wrong way to pay down your loans? The answer is not cut and dried; it depends on
your financial and personal goals and objectives.

Here are two main theories about
the order in which you should pay
off loans, along with further advice
about each of those plans.

Theory No. 1: Highest interest
rate first

The first school of thought is to pay
off debts by interest rate from
highest to lowest. The theory
behind this is that it will save you
the most money in the long run.
This plan makes sense because
debt with high interest is costing
you much more money over time.
The problem with this strategy is
this: You may have more control
over your finances, but you won’t
feel as though you do.

Be aware — if your highest-interest loan is also your largest debt, it will take a while to pay it off. It
may not look or feel as though you are making any progress for quite some time. This lack of
satisfaction — not feeling that the debt is well on track to be paid in full — could make it more difficult
to stay focused on your goal of paying off debt. That leads to the second intellectual outlook.

Theory No. 2: Smaller debts first

If you are in to immediate gratification, this is the plan for you.

“You can clear up a lot of smaller monthly payments and quickly apply those to the extra money you
are paying off on your debt snowball,” explains money management expert Miriam Caldwell, author of
the online blog “Money in Your 20s.”

The downside here is that you could miss out on some important tax benefits of having big loans paid
down, and you could end up paying a lot more interest in the end (see reasoning behind Theory No.1)
by putting high-interest loans last in order of importance.

So what’s an embattled debt-payer to do?

Balance your approach

You may choose to intertwine the two methods. Start by knocking out a few of your small loans in the
first couple of months, and then work on larger-interest debt before going back to paying on small
loans again. Another way to balance out your methodology is to pay smaller loans off more quickly if
their interest rates are generally within a percentage point or two, because that will give you more
power (i.e., money) to pay off the larger loans.

“You may want to put the loans that save you on your taxes at the end of your debt payment plan.
This would be your student loan, home equity loan or second mortgage,” suggests Caldwell. “These
debts may also have lower interest rates. This lets you continue to deduct the interest from your taxes
each year.”

She adds that you should never hold on to debt simply for tax purposes.

Stick to the plan

Eventually, the minimum payments may start to go down on debts such as credit cards. As tempting







as it may be to use that extra money — those funds that you once had to put toward loan payments —
on frivolous personal items, you must resist the urge. Use that extra money as an additional payment
on your loans, using the same plan you started with initially to designate priority. This will help cut
down your debt even more.

It may be hard to stay motivated, but you can do it! Create a chart so you can visually track your
progress, or reward yourself at certain milestones with a small dinner out or a movie date. No matter
what, remember that as long as you keep moving forward with a solid plan, progress is being made.
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Hidden Costs of College
Don’t forget about these expensive hidden costs of college

Whether it’s your child or your grandchild that is off to college, it’s no surprise that college costs have
increased dramatically and will continue to do so over the years. At least you know how much to set
aside to cover it all — the cost of tuition, room and board, and books, right?

 

While those are the main entities for a new college student, there are actually a variety of hidden costs
that some families tend to overlook. 

 

“Parents are overwhelmed by the true [price] of education, which they often have not thought about
fully,” says Maura Griffin, CFP and CEO of Blue Spark Capital Advisors. “In many cases, they don’t
[even] know how much college will cost until they get the financial aid letter.”

 

To help avoid any unwelcome fees (and a major headache), take note of these common hidden costs
of attending college:

 

Laundry - While it might seem like a nominal fee, if laundry costs $3 per load and you do two loads a
week, you’re spending more than $200 a year just on cleaning your clothes—and that doesn’t include
detergent, dryer sheets and
an iron. Speaki ng of
laundry, your student may
need to buy new clothes
during the year as well.
From special occasions
such as semi-formals and
internship interviews to more
casual purchases such as
school t-shirts, clothes can
become quite a fluctuating
hit to any budget. 

 

Greek life - While not a
mandatory activity for
college students, many
choose to join a fraternity or
sorority, and Greek life is
one of the most expensive
clubs to join. For example, at
Dartmouth College in
Hanover, New Hampshire,
new sorority members owed
between $335 to $647 just
for their new-member fees, and new fraternity members at the small private school Washington and
Lee University in Lexington, Virginia, owed an average of $2,000. And that doesn’t even come close
to the amount owed throughout the four years, especially if you live in a chapter house. In fact, those
who did reside in houses paid an average of $5,187 per semester. Before joining Greek life, be sure
to determine what it will cost and if it’s affordable.

 

Parking - If you or your child is bringing a car to campus, parking fees will typically ensue — and
they’re not always cheap. On average at most major universities, students are looking at an extra







$250 or more per semester just to park a car on campus. 

 

Storage - After each year, it’s convenient to tuck away all of your student’s belongings into a nearby
storage facility so you don’t have to haul it all back home. To cut costs, book your storage facility early
before summertime hits. And try to share with a friend so that you can split the costs (plus, there’s
usually plenty of room for more than one person’s belongings). In addition, there may be student
discounts available, so be sure to inquire.  

 

Travel - If you or your child is attending college a plane ride or even a long car ride away, traveling
back and forth can add up quickly — from airplane tickets to the cost of filling up the gas tank (and
don’t forget about tolls). If you’re traveling home and back to school for every holiday and break and
for summer vacation, or if your family visits you, this can be costly on both ends. Make sure to discuss
what a realistic number of times to visit per year is, and take advantage of video messaging services
such as Skype to help reduce some of these travel costs. 

 

College should be one of the most exciting times in a student’s life, but don’t let it cripple your
finances. Planning ahead can help ensure you have the money you need.
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How Banking on the Internet Can Help Teach
Financial Skills
Online banking benefits that improve your money management
abilities

These days, the conveniences of the Internet are well-known to nearly everyone. However, when it
comes to online banking, the benefits are a lot greater than mere convenience. The various aspects
involved in banking online can also help teach an array of financial skills.

 

Helps monitor account

balances - From the convenient access of banking websites to the instant access of mobile apps,
teaching monetary awareness has never been so simple. A consumer can use any of those methods
to ensure that he or she has plenty of money in his or her account before making any purchases.

 

Helps organize bill payments - Rather than having to worry about sending out checks to the cable
company on time, or running uptown to pay the water bill, you can make both of those payments from
your online banking account. You also don’t need to recall all the credit card websites you’d have to
visit or what your username and password are for your energy provider account —everything is in one
convenient spot in the online bill pay section. Don’t get overwhelmed by the paper bills covering the
kitchen table ever again.

 

Keeps your mind on your credit score - Although online banking won’t be able to hand you your
credit score whenever you want it, it will be able to keep you vigilant about paying those bills on time
and maintaining a balance in your account. This will help keep your credit score on the higher side,
which is great for when you want to make a large purchase in the future.

 

Offers special deals - Oftentimes, financial institutions offer special rates or deals to consumers
using online banking. This provides an incentive so be on the lookout for great rates and never settle.

 

Details savings growth - With online banking, you get immediate proof of where your money is
going. This is especially helpful with online statements for savings accounts, IRAs, CDs and similar
products, as you can physically see how your money is growing and therefore better understand the
process. Also, many financial institutions provide data and statistical breakdowns on their online







statements, showing exactly how your account is growing.

 

Reminds you of the importance of security - Contrary to what some skeptics believe, online
banking is actually very secure. There is usually a two-part sign-in process, in addition to your mobile
device’s password, not to mention the many mobile text or email alerts you can sign up to receive if
any suspicious activity is detected.

 

Many of the above skills cannot be taught in any financial literacy course. Some things just need to be
learned by doing, and online banking is a great, safe way for someone to become a bit more
financially educated.
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The Secrets to Saving More Money
Knowing which accounts to use can help you save more

Today, there are many options for where to put your money.

From using regular checking and savings accounts to deciding whether to open a money market
account or a CD (certificate of deposit) to even opening an account for holiday savings — each offers
something to help you save a little more.

Money market accounts and savings accounts

In an article in the Houston
Chronicle, finance contributor Leigh
Anthony compares these two types
of accounts. Both offer interest on
all deposits made and are insured
by the federal government, making
them safe, low-risk investment
options.

Both account types also have a
federal limit of six transfers per
month out of the account.
However, money markets act more
like checking accounts, giving you
the ability to write checks, make
electronic transfers, and withdraw
money with an ATM or debit card.
With savings accounts, you can
transfer money, but you may or
may not be able to withdraw funds
directly without talking to a bank
teller, depending on the institution.

“Interest rates on savings account[s] are typically very minimal as there is not a minimum balance
required,” reports Anthony. “[W]ith a money market account, the interest rate is higher and may
fluctuate based on a schedule posted by the [financial institution].”

A savings account would therefore be more appropriate for putting away cash that you want to save
for emergencies or a future large purchase, whereas a money market account would be better for
savings that you need to access more often, such as for major home renovations.

CD accounts

Anthony also discusses the difference between a CD and a money market account. Unlike money
markets, a CD account has a set interest rate that doesn’t change through the investment term. You
can set this term from anywhere between 30 days and five years — and then sit back as your money
grows.

Furthermore, according to an article in the Wall Street Journal, CDs are reported as low-risk savings
accounts with an interest rate that could be higher than a money market account. The money is
(probably) federally insured, “and you’re guaranteed to get back what you put in, plus interest once
the CD matures” through its predetermined term. But make sure not to withdraw funds before the
maturity term ends, or you’ll face a hefty penalty.

Holiday savings accounts

While some institutions offer actual “holiday savings accounts,” this term is broad enough to
encompass savings specific for holiday spending. Many people spend a lot of their money during the
holidays for gifts and family meals, and a great way to make sure you have funds set aside for these
purchases is to open an account just for holiday savings.

“The key is to think about holiday spending the same way you would other recurring, nonmonthly







expenses, like annual insurance premiums, quarterly tax estimates and home maintenance. Set up an
account, and automate deposits from your paycheck like any other bill,” says CFP® Tom Gilmour of
LearnVest Planning Services in a November 2014 article in Forbes.

If you need more guidance on what type of savings account to open, contact us and we’ll be happy to
help.
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