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Committed To Our Community

We serve our community to strengthen the connection with members and help improve the quality of
life.  Though individual financial needs may differ, you can count on the expertise of your local credit
union to offer lending services that meet the needs of your particular situation.  We offer a wide range
of financial products and services – do not hesitate to give us a call, visit our website, or stop in to
speak with our knowledgeable staff today! 
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Best Ways to Budget and Save More
Budgeting can be confusing if you don’t know where to start

Saving money and learning how to appropriately budget for spending are goals for most people. The
best way to achieve these goals is to figure out your monthly net income and use that number to start
your budget.

The 50/20/30 Rule

Financial experts generally
suggest using your net monthly
take-home pay as a base number
to plan how you should allocate
your spending. One of the simplest
rules to follow is the 50/20/30
breakdown.

According to a June 2014 article on
LearnVest.com by contributor
Laura Shin, the 50/20/30 rule is
applicable for all ages and
incomes, and will help you budget
your money according to your
lifestyle and goals. It breaks down
your budgeting into three main
categories: fixed costs, financial
goals and flexible spending.

Fixed costs - “When it
comes to fixed costs, we
generally suggest that you aim to keep your monthly total no more than 50 percent of your
take-home pay,” says Shin. These are bills and payments that stay the same or close to the
same month over month, like rent or mortgage, utilities, and even a gym membership or
monthly subscription services.

1.

Financial goals - “Consider putting at least 20 percent of your take-home pay toward
important payments or contributions that will help you secure your,” Shin says. This might
include paying down debt, building an emergency fund or saving up to purchase a home.

2.

Flexible spending - “Consider budgeting no more than 30 percent of your take-home pay
toward flexible spending. These are day-to-day expenses that can vary from month to month,
like eating out, groceries, shopping, hobbies, entertainment, or gas,” Shin says.

3.

“Whether you’re a parent with two kids or a recent college grad working your first job, this 50/20/30
guideline can help you not only figure out how much you may want to allocate to each area every
month; it can also help you determine the order in which your money can be allocated,” advises Shin.

Use this rule as a guide for where to allocate your money, and you’ll be on the way to reaching your
financial goals.

Simple Tips for Investments and College Plans 

Once you’ve decided on your goals and figured out your budget, there are a few simple things you
can do to boost your investment and college savings.

To start, always pay yourself first. This means putting money from your paycheck into savings, even
before you start paying bills.

“Many employers allow you to divide your paycheck into different accounts through direct deposit.
Take advantage by putting part of your pay into a savings account. If you get paid in cash, take a
small amount to the bank to deposit into a savings account each week,” suggests a February 2012
article on MoneyManagement.org.







If you choose to invest some of your money to build savings, consider the fees associated with the
accounts you choose.

“When you put money toward your nest egg or other big savings goals, you don’t want it leaked away
to high fees. Opt for index funds, ETFs and other low-cost investments,” Shin advises in an August
2016 article in Forbes.

Shin also suggests that you look to low-cost money managers if you want to work with an investment
advisor: “The days of having to pay someone one percent of assets under management are giving
way. [Some] new services … offer investment management services for as little as 0.15 percent.”

If you’re budgeting for educational needs, either for yourself or for your (future) children, consider a
529 savings account.

“The accounts, which are sponsored by states, allow parents to invest after-tax money that then grows
tax-free and remains tax-free if you use it to pay for tuition,” says a February 2011 article in U.S. News
by senior editor Kimberly Palmer, author of “The Economy of You”.

Additionally, students can look to refinance their loans once they’ve graduated to help save on
repayment costs.

“In the last few years, a new crop of online lenders has begun offering lower rates for student loans. …
Most of these lenders offer rock-bottom rates for people who come from top schools, had good
grades, have solid incomes and a strong financial history,” says Shin.

If you need help getting your budget plan started, contact us and we’ll be happy to help.
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Deciding on the Ideal Down Payment for Your Home
Is the 20 percent rule really that important?

Word on the homebuyers’ street is that you need to put 20 percent down in order to be approved for a
mortgage. Nowadays, however, that is not always the case. There are instances in which your down
payment can be much less than that, and you’ll still be approved. On the other side of the coin, there
are also situations where more than a 20 percent down payment would be most beneficial.

Putting Less Than 20 Percent Down

The idea that one must put 20 percent down to be approved is a blatant myth. Potential buyers with
lower credit scores and less income still have options. There are at least four types of loans that will
allow a smaller down payment, including some that don’t require money down at all:

FHA loans. These are the best-known housing loans, aside from conventional mortgages, especially
when it comes to first-time homebuyers.

“The [Federal Housing Administration] has long backed loans with down payments as low as 3.5
percent. It accepts buyers with lower credit scores and those with thinner credit records,” says
personal finance and real estate writer Teresa Mears in U.S. News & World Report.

Conventional loans. Fannie Mae
and Freddie Mac do, in fact, back
loans with down payments at 3
percent and above. You will,
however, need better credit to be
approved for this type of loan, but
in the end it will be cheaper than
an FHA loan. 

U.S. Department of Veterans
Affairs. Get a VA loan with 0
percent down. You still must qualify
for this program based on income
and credit, but if you have served
in the military, you are already
halfway toward approval.
Additional fees do apply, however,
though they are smaller than the
fees with the above loans and can
be waived if you have a
service-related disability.

U.S. Department of Agriculture. “The USDA guarantees loans with nothing down in rural and
suburban areas to those who meet income and other qualifications, and the rates are often lower than
those of conventional loans,” Mears says. There is a monthly fee with a USDA loan, as well as an
upfront mortgage insurance premium (MIP), but the program is still another solid option.

The downside with most of these is that you are required to pay private mortgage insurance (PMI) due
to the fact that, with a smaller down payment, the lender is taking a bigger risk on approving your
mortgage. On the other hand, MIPs and PMI can typically be financed, and they don’t last forever.

“When your loan-to-value ratio is 80 percent, you can ask the lender if you can stop paying PMI; at 78
percent, the lender is required to cancel it,” says U.S. News Money contributor Geoff Williams. 

Putting 20 Percent or More Down 

Of course, putting 20 percent down is not a bad idea if you can afford it. There are many benefits to
doing so, according to NerdWallet:

Better chance of getting approved
Better mortgage interest rate 
Lower upfront fees







Lower ongoing fees
More equity in your home right away
Lower monthly payment
No PMI or MIP

Paying more than 20 percent down is also an option. According to Trulia.com, $417,000 is the cutoff
point where a mortgage qualifies as a jumbo loan, and with jumbo loans, the break point is typically 25
percent. That means that paying 25 percent down on a loan at that price point or above will indeed get
you a better interest rate.

In conclusion, put down as much as you can afford. Just be sure not to put yourself in the position to
have to take money from what you’ll need for closing costs, necessary repairs and general
emergencies. Paying as much as you can (within reason) will maximize the benefits and minimize the
disadvantages of whatever amount you choose to put as your down payment.
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What to Do if You Didn’t Start Saving Early
Understanding your late-start options when saving money for
education

Even if you didn’t start saving early, you can still take advantage of several options to put money
away for higher education expenses.

Financial aid and federal loans - According to the Trends in Student Aid 2014 College Board report,
“Each year, federal and state governments, colleges and other organizations award more than $184.5
billion in undergraduate financial aid.”

You can apply for financial aid
through the FAFSA, or Free
Application for Federal Student Aid,
form. Parents and students will
need to file a FAFSA form each
year the child is enrolled in school.

“Almost all scholarships and loan
programs run through the college’s
financial aid office. So if there is a
difference between the college’s
annual costs — say $50,000 —
and your expected family
contribution — perhaps $30,000 —
the school will try to forge a
financial aid package worth
$20,000,” reported Forbes
contributor Steve Cohen in an
October 2010 article.

Your child’s financial aid package
will comprise three things — scholarships or grants, work study eligibility, and student federal aid,
such as Stafford, Perkins, subsidized and unsubsidized loans.

Founder Robert Farrington of The College Investor suggested in an April 2015 article in Forbes that
parents who haven’t saved enough can also take out loans to pay for school.

There are Federal PLUS loans, or Parent PLUS loans, issued by the Department of Education. These
have different repayment options than other loan types but with limited student loan forgiveness and
income-based repayment programs. There are also private parent student loans, which may have
lower interest rates and payments than federal loans, but have limited repayment plan options.

Alternative options for funding college - In a May 2014 article in The New York Times, columnist Ron
Lieber for the Times’ “Your Money” section suggested several options for alternatively funding
educational expenses. For one, make sure your child applies to at least a few schools where he or she
would be considered an above-average student, as these universities may heavily discount tuition and
provide scholarships to get your child to enroll.

Your child can also consider taking a gap year, either to work full time to help save money, or to join
the military to be able to get financial benefits to attend school later on, stated Lieber. Not sure taking
a year off is the best idea? Consider starting your child’s education at a local, lower-cost community
college. You will save money on housing and your child can later transfer to a university or other
four-year college.

“Just be strategic about it from day one and figure out what you need to do to transfer to a top
four-year school with your credits intact,” advised Lieber.

Using your retirement funds - If you have over-saved for retirement, you could potentially put some of
those savings toward college tuition and educational expenses.

“You can take money from your IRA before you reach age 59½ and not have to pay the 10 percent







additional tax if, for the year of the distribution, you pay qualified educational expenses for yourself;
your spouse; your or your spouse’s child, foster child or adopted child; or a descendant of any of
them,” reported John Wasik, author of “The Debt-Free Degree” and “Keynes’s Way to Wealth,” in an
April 2016 article in Forbes.

“For purposes of the 10 percent additional tax, these expenses are tuition, fees, books, supplies and
equipment required for enrollment or attendance at an eligible educational institution. They also
include expenses for special needs services incurred by or for special needs students in connection
with their enrollment or attendance,” according to the IRS, Wasik noted.

Just make sure you’re not digging yourself into debt later on when it comes time to retire.

If you need any more advice on planning your child’s educational savings, contact us and we’ll be
happy to help.
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Smart Financial Moves You Can Do Today
Get ahead of the financial game by planning for your future savings
now

From planning and tracking spending to building your savings and credit score, it’s important to
understand what you can do now to help with your future monetary needs.

Track Your Spending
A November 2012 article in U.S.
News Money by staff writer
Kimberly Palmer posits that one of
the easiest things you can do first
to help your financial stability is to
decide on your money savings and
spending goals. Do you want to
save up for that three-bedroom,
two-bathroom home in a nice
neighborhood? Or do you want to
take a sabbatical from work and
travel the globe? Identifying your
goals will help you focus your
spending habits on only the
essentials as you look to save.

“Keeping track of every expenditure
over a two-week period can offer
insight into unnecessary wastes,
from restaurant meals to cab
rides,” says Palmer.

Palmer also suggests you review your account statements on a monthly basis. This is a smart
financial move not only to help you stay frugal but also to protect your money.

“An unfamiliar charge on a credit card is often the first sign of identity theft,” says Palmer. Checking
your accounts is very easy and can be done via mailed statements and online for most financial
institutions.

An April 2013 article in the Wall Street Journal highlights how to create a mindset for healthy spending
and saving.

“[Considering your income] the rule of thumb is: 50/30/20. The idea is 50 percent of your take-home
pay goes to needs, 30 percent to wants, 20 percent to savings,” says founder and chief executive of
MoneyZen Wealth Management LLC Manisha Thakor.

Start Saving Now
Especially for the younger generation, starting a savings account is crucial to a financially stable
future. Start putting money away for retirement as soon as possible, even if it’s a small amount; you
can always increase your savings contributions as your income increases.   

“The simple truth is that the compounding [interest] of earnings in a retirement account creates the
potential for an exponential increase in your retirement savings,” says professor of law at Emory
University Rafael Pardo in an April 2013 article in the Wall Street Journal.

And although it sounds counterproductive, financial experts suggest younger adults looking to start
their retirement savings do so with Roth accounts over traditional ones.

“It’s true that traditional IRAs and 401(k) contributions offer upfront tax deductions. But most young
people are in the lowest tax brackets they’ll ever be in, and the value of the taxes you’ll save is
relatively low. By contrast, Roth IRAs and 401(k)s don’t give you a tax break when you contribute. In
exchange, though, you’ll earn tax-free growth throughout your career – and avoid what could be much
higher tax rates by the time you retire,” reports CFP Dan Caplinger in a March 2015 article on CNN
Money.







Handle Your Debt to Build Credit
In an April 2013 article in the Wall Street Journal, financial planner and principal at California Financial
Advisors Michelle Perry Higgins also suggests paying off any student loans and major credit card debt
as soon as possible.

For one, interest rates will only add to your debt over time. Paying off such large debt will also help
you build better credit, which is necessary for larger purchases, like buying a home.

An April 2013 article in Time Money suggests building your credit score by having two to four credit
cards but using only one.

“Scorers look at how much credit is available to you – in relation to how much you’re not using. Make
one your primary card and ice the others,” advises Time Money.

Paying off your credit card debts each month will also help you reap more rewards than just improved
credit scores. Most credit cards offer rewards points (sometimes as rebates or money back on
purchases), fraud protection and even liability protection for holders who pay off their debt each
month, says Palmer. This will only help in maintaining your healthy spending and savings mindset.

If you need guidance on any other smart financial moves you can make today, contact us and we’ll be
happy to help.
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