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Great Summer Products

With summer coming to an end soon, come in and take advantage of our wonderful products
and services. As your financial advisors we strive to provide you with the best services. Don’t delay!
Call one of our member service experts today for more details. 
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Overdraft Protection 101
Benefits and drawbacks of overdraft protection

Living beyond your means can cost you twice. There’s the actual payment that you can’t cover and
the corresponding overdraft fee, which adds insult to injury by charging you a penalty for drawing
money you don’t have. It’s an expensive and frustrating cycle, but knowing how to use your financial
institution’s overdraft protection service to your advantage can help you break free. 

Overdraft basics 

An overdraft happens anytime the
money coming out of an account
exceeds the amount available for
use. Since this creates a negative
balance, a financial institution will
typically assess a non-sufficient
funds or overdraft fee —
Investopedia suggests an average
of about $35. If you are enrolled in
what NerdWallet’s Spencer Tierney
calls a courtesy pay or overdraft
privilege program, your financial
institution will complete a one-time
debit card purchase or ATM
withdrawal as requested even if it
overdrafts your account. The
financial institution will assess the
non-sufficient funds fee but may
not always notify you when your
account has a negative balance. Additional purchases made with the overdrawn account result in
more NSF fees, and your account may be hit with an extended overdraft fee if left unattended for
several days.  

It is at your financial institution's discretion whether it will cover any recurring transaction, automatic bill
payment or checks. If they do not, then your payment will not clear or your check will bounce. Not only
will this lead to a returned-check fee or overdraft fee, but it will result in a late payment that can carry
penalties and fees all its own and will have a negative impact on your credit score.  

The upsides and downsides of overdraft protection

To better protect consumers from unexpected overdraws, most financial institutions now offer a
service called overdraft protection. Investopedia likens overdraft protection to a line of credit offered by
the financial institution and applied to an account whenever it is overdrawn. You may also have the
option to link your checking account to a credit card or to a savings account with the same financial
institution to cover any overdrafts.

Perhaps the greatest benefit of overdraft protection is avoiding the embarrassment of a bounced
check or declined card. The Balance’s Justin Pritchard writes that overdraft protection can help you
avoid other penalties or late fees assessed if the transaction in question is paying a bill or making a
credit card payment. This also negates the undesirable effect that a late payment or bounced check
will have on your credit score.

It’s important to note that overdraft protection is not free. Borrowing money from a linked checking or
savings account is likely the cheapest option. Tierney writes that you can expect to pay a fee of
around $10-$12 for the transfer, and that you may only be charged that fee once per day as opposed
to once per transaction.

If you are borrowing against a credit card, Investopedia writes that the transfer of funds is tantamount
to a cash advance, which means that it both carries a cash advance fee and a high rate of interest.
Borrowing against a financial institution's line of credit also carries a high rate of interest, but this may
prove cheaper than an NSF fee if you pay the balance owed back quickly. Investopedia notes that
financial institutions may charge a one-time fee for every month that you rely on overdraft protection if



you rely on it too much.

The best solution by far for avoiding overdraft fees and penalties is to be proactive about maintaining
your account. Check your balance regularly, budget accordingly and never spend more than you have
available. By doing so, you will never need to rely on overdraft protection even if it is a service
available to you.
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Pros and Cons of Paying Off Your Loans Early
Is there ever a wrong time to pay off a loan early?

Carrying loan debt can be stressful if you have other things you’d rather be doing with your money —
and, frankly, who doesn’t? This leads to the noble ambition of wanting to pay off your loans as early
as possible, which can pay dividends for you in terms of saving money and anxiety. However, even if
you have the means, is it always the right decision to pay off a loan or debt early? The answer may
surprise you.

The upsides of paying off loans
early

If you’ve come into some money
and can use it to pay off an
outstanding lingering debt, the
benefits of doing so are clear.
Paying off a loan that carries
interest will save you the money
that you would have spent on
interest over the remaining life of
that loan, taking money out of the
hands of your lender and putting it
back into your pocket. That money
can be better used any number of
ways, including saving, investing or
even helping to pay off other loans.

Steve Nicastro of The Fiscal Times
puts it in practical terms: Paying off
a loan early is tantamount to an
investment. If you pay off student loans that carry an interest rate of 7 percent, it’s like getting a 7
percent annual rate of return on that amount for the years you would have otherwise been paying it
down, which can add up to thousands of dollars.

Nicastro also notes that paying off a loan early lowers your debt-to-income ratio, which increases the
likelihood of being approved for a mortgage or auto loan. If you’ve gotten yourself into the habit of
paying a certain amount toward a loan every month, you can stay in the habit and pay yourself
instead, whether it’s by investing that money or putting it into your savings accounts. This approach
should have you feeling more confident about your financial outlook.

Is there a bad time to pay off early? 

Paying off a loan early seems like a win-win proposition, but there are times where it might actually be
beneficial to keep your debt intact. One such instance, pointed out by Geoff Williams in U.S. News &
World Report, is when you don’t have an extensive credit history. Building up good credit by making
monthly payments on time and whittling down your debt gradually establishes you as less of a risk to
lenders, who would use your positive credit history to determine how much to let you borrow on a
mortgage.

Also, consider the simple fact that once you pay off your debt with a lump sum of cash, that money is
no longer yours. While you’ll be free from the burden of making payments on a loan, you won’t have
that extra money available if you should need it suddenly for a medical emergency or in the event of a
job loss. If you want to pay off your loan, make sure you have a nice nest egg set aside first.

Once gone, that extra money also can’t be put to work for you. Justin Pritchard of The Balance notes
that the money used to pay off a loan in one fell swoop could instead be used to earn a degree, make
vital home improvements or even invest. These options can pay big dividends down the line, which
might offset or supersede any money you’d save on your loan’s interest payments.  

The answer to whether you should pay off a loan early or not largely depends on your financial
situation and your level of comfort with pulling the trigger. Any and all major financial decisions should
be mulled over with the utmost consideration — speak with your family about the pros and cons of
your decision, and if possible, seek out the advice of a financial professional.



your decision, and if possible, seek out the advice of a financial professional.
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Should You Install a Banking App on Your Phone?
Do the benefits of banking apps outweigh the potential downsides?

It’s not unlikely your smartphone is rarely out of reach if not constantly in your hand during waking
hours. Smartphones are a one-stop-shop for seemingly every need you have, whether it’s surfing the
web, responding to emails, texting a friend or engaging on social media. These devices have also
become increasingly useful for managing your money thanks to the availability of online banking. You
may have reservations about incorporating this very important aspect of your life into your
smartphone, and that’s perfectly reasonable — using a banking app on your phone is not without risks
to consider. 

How apps are vulnerable

Your hesitance to download a
banking app on your phone likely
stems from the fear that your
accounts and personal information
could be compromised. While the
number of massive data breaches
might lead you to believe that
mobile banking is not as safe as
you would hope, the Identity Theft
Research Center found that mobile
app breaches accounted for just 3
percent of all hacked information in
2016.

Still, this is not to say that there are
no risks involved. NerdWallet’s
Margarette Burnette writes that
mobile banking apps are primarily
vulnerable in two senses:
man-in-the-middle attacks and key logger software.

With a man-in-the-middle attack, a hacker will intervene in the communication between a banking app
and the financial institution’s server. Because a bank needs an authenticated server certificate to
proceed, a hacker might send back a false server certificate that allows them to collect your personal
information.

A key logger is a malicious kind of software that exists covertly on an electronic device. As the name
suggests, it literally logs every key input you make, which allows the software installer to get your
passwords, account numbers and other vital information.

How you can protect yourself

According to Burnette, banks are doing their best to thwart hackers by employing standards, policies
and online protocols such as firewalls, website encryption software, anti-virus protection and fraud
monitoring to keep your account information safe. Check with your bank to ensure that it is taking all
necessary steps to ensure that your money and identity are protected from thieves. If your bank is not
using satisfactory measures, consider finding one that does.  

While it’s essential that your bank be proactive in keeping your money safe, it is imperative that you
take the steps necessary to ensure that you are using a mobile banking app intelligently. Ensure that
your device has the latest in anti-virus software, which better ensures that your device would not
become infected by a key logger or other malware.

Burnette also recommends that you take advantage of two-factor authentication, which increases
security by requiring a second piece of information like a one-time pin number sent to your phone or
email before allowing you to log in. Many banking apps also offer fingerprint and facial recognition,
which helps to ensure that you and only you are able to access the app.

If you are downloading a banking app for your smartphone, Burnette recommends ensuring that it is
authentic. You should only ever download official banking apps from verified marketplaces like the



App Store and Google Play, and you should be diligent to ensure that you are downloading the actual
app and not a clever spoof.

It is also imperative that you not use a mobile banking app over public Wi-Fi. Doing so leaves you
open to man-in-the-middle attacks and makes it easy for others to see and abuse your information.
You should only ever bank on a trusted home wireless network or on your mobile’s cellular network.

Although nothing is foolproof, you can increase the safety of using a mobile banking app by being
aware of the risks and taking steps to avoid them. If you do, you’ll find that managing your money will
become quite a bit easier.
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Do You Need to be Preapproved for a Car Loan?
Being better prepared for your next new vehicle purchase

Whether you’re buying a new vehicle out of need or simply because you feel you are due for an
upgrade, making a purchase that large usually means you will be paying with a loan. If you arrive at
the negotiating table preapproved, the whole process of buying a car becomes much easier.

More transparency

One of the ways dealerships make
more money from selling a vehicle
to you is by acting as an agent for
the financial institutions that will
issue you a loan. In many cases, a
dealership will have relationships
with a number of financial
institutions that enable them to
profit even further from the sale.
According to Paul Cantagallo’s
May 2018 article for SmartAsset,
this often means that when a
dealer finds a loan for you, they
tuck in mark-ups, fees or even
additional interest to get a piece of
the pie for themselves. When you
go into your financial institution
branch and apply for a loan, no one
will be attempting to secretly draw
more money out of you. This also means that you’re more likely to earn a lower interest rate on the
loan.  

More comfort on the lot

When a financial institution preapproves you for an auto loan, you know exactly how much you can
spend on a vehicle. Before you hit a dealership lot for a test drive, look up the tax rate for its area so
you can calculate how much you can pay for a car before sales tax. Holly Johnson, writer for The
Simple Dollar, says that when you’re preapproved for a loan, you don’t need to look at the sticker price
of the vehicle and try to calculate payments and possible interest rates as you browse inventory. You
can use all of your brain power to find the car that’s best for you.

Power at the negotiation table

According to Phillip Reed, an automotive expert with NerdWallet, you should be treated the same as a
customer who is ready to pay cash for a vehicle when you walk into a dealership preapproved for a
loan. While a sales consultant might ask you how much you want to pay per month for a vehicle, you’ll
instead know how much the financial institution authorized you to borrow. You can nicely tell the
salesperson that you are not financing with them, and you should be talking about the overall price of
the car.

When you finally pick a car and sit down at the table, you have more control with a loan already
available. The dealership might try to persuade you to buy add-ons you don’t want. To that, you can
simply say you’re not preapproved for an amount to cover those features. If you are buying a new car
and the dealership isn’t bringing down the price enough, you have the power to take your loan
somewhere else and get a better deal.

Buying a car can be a stressful process when you’re not sure who you can trust and don’t know when
someone is trying to make extra money from you. Heading into the experience, knowing exactly how
much you can afford and where the money is coming from is one big step in the direction of getting
you on the road at the lowest price possible.
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