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Financial Facts

Americans are spending more
on their cars, with both aver-
age transaction price and
amount financed creeping up.
During the first quarter of
2016, auto loans topped $1
trillion for the first time, ac-
cording to Experian. This also
set records for the average
amount financed ($30,032),
average monthly payment
($503) and average term (68
months.) 4

Source: CNBC

According to the latest na-

tional down payment report
released by Lending Tree, the
average down payment per-
centages for conventional 30-
year fixed rate purchases rose
slightly in the second quarter
to an average of 17.13%.

Source: PR Newswire

Commaodity markets in their
earliest form are believed to
have originated somewhere
between 4,500 BC and 4,000
BC!

Source: Firmex.com
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LA Woman'’s Guide for Building a Strong Financial Foundation

Many women juggle competing demands,
such as family, career, and a household,
and may feel tempted to relegate retire-
ment planning to the bottom of their “to
do” list. But by putting off preparations for
retirement, they run the risk of becoming
one of the large number of women who
spend their golden years struggling just to
get by. Nobody wants to be in that group—
especially since it can be avoided with the
right planning.

Saving enough money to pay for a com-
fortable retirement can be a challenge for
most Americans and it can be especially
challenging for women who, when com-
pared with men, may have earned less,
spent fewer years working, and live long-
er. These concerns are often more acute
for women who are divorced, widowed or
otherwise single, or who have spent all or
a significant portion of their adult years
caring for children and other family mem-
bers.

According to a recent report by the Insti-
tute for Women’s Policy Research, nearly
half of men receive income from pen-
sions, but fewer than one-third of women
do; and women’s pensions are smaller on
average than men’s. This is hardly sur-
prising given that women typically spend
nearly 12 years out of the workforce while
taking care of children or elderly parents,
and the average woman in the U.S. in full-
time employment earned 75.5 cents for
every dollar a man made in 2003, accord-
ing to the Census Bureau. Women are
further disadvantaged when their jobs are
part-time or with smaller firms that do not
offer substantial retirement benefits.

Because of shorter careers and possible
lower incomes, a substantial proportion of
women currently do not receive enough in
Social Security benefits to meet even

their basic needs. According to the Social
Security Administration, women’s average
monthly retirement benefit at the end of
2003 was just $798. And married women
often do not realize that the retirement
benefits their husbands have accrued may
fall away if they are widowed or divorced.
A current project by the Center for Retire-
ment Research at Boston College warned
that 45% of baby boomer women will be
single when they reach retirement age,
putting them at high risk for poverty as
they age if they don't do the needed plan-
ning now.

Clearly, most women will need to build up
their own retirement savings if they wish
to maintain a reasonable standard of liv-
ing in their later years. Here are some
strategies to use to get started:

e If an employer does not offer a good
retirement plan, women should con-
sider their options for securing better
benefits. While companies with de-
fined benefit plans that replace a per-
centage of income (based on salary
and years of service) are becoming
increasingly rare, due consideration
should be given to the long-term con-
sequences of a job with a firm that
does not at least match contributions
to a 401(k) or other defined contribu-
tion plan. Those who are lucky enough
to be employed by a company with a
traditional pension plan should find
out what their benefit is likely to be,
and at what age they can collect the
maximum benefit.

Take advantage of the tax benefits of
qualified retirement plans and traditional
Individual Retirement Accounts (IRAs).
Depending on an individual's financial
situation, many people find that making
pre-tax contributions to a retirement ac-
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count does not significantly reduce
the amount of money they have avail-
able to spend. Contributions may de-
crease current taxable income (and,
consequently, an individual's ultimate
tax bill) and earnings are tax deferred.
Taxes will be due when distributions
begin. If money is withdrawn prior to
age 59% a 10% federal tax penalty
will be due in addition to income tax-
es.

o Consider the role a Roth IRA or
annuity may play in a long-term
plan. Contributions to Roth IRAs
must be made with after tax dol-
lars, but earnings grow tax de-
ferred, and qualified distributions
made after age 59% are tax free
provided the account has been
owned for five years. Certain in-
come limits apply.

e Plan to work longer if necessary.
Even a few extra years spent
working will provide the chance to
save more money towards retire-
ment. Costs may also be substan-
tially lower if retirement is put off
until the individual qualifies for
full Social Security and Medicare
benefits.

e Arrange to pay off mortgage and
other debt as quickly as possible.
Owning a house outright in retire-
ment not only ensures a place to
live, it can also serve as a valua-
ble source of equity, should it be
needed. As an incentive to pay off
credit cards, resolve to turn
monthly credit card payments into
retirement account contributions,
when the debt is gone.

e Married women should assess
the capacity of their husbands’
retirement benefits to meet their
future needs. Given that half of
marriages end in divorce, and the

average age of widowhood is 56,
it is essential to plan for the pos-
sibility of managing alone. Wom-
en who stay at home while their
spouse is working should set up
an IRA in their own name. Wom-
en should also find out what
rights they may have to their
spouse’s pension in the case of
death or divorce, and the effects
that divorce and remarriage
would have on their Social Secu-
rity benefits.

If the family budget is tight, wom-
en might want to carefully evalu-
ate the benefits of putting extra

funds into their own IRA or 401-k
versus putting money in a sav-
ings account for their children's
college education. Children may
be able to get financial aid or low
-interest loans to help pay for
college, but there are no grants
or scholarships for retirement.
Also bear in mind that some
funds may be withdrawn from a
retirement account before the
age of 59% penalty free if used
for qualified education expenses.

Business owners should consid-
er implementing a retirement
plan for themselves and their
employees. It will help ensure a
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comfortable retirement and is
fully deductible now, thereby re-
ducing the business’s current tax
liability. If the business already
has a retirement plan, it should
be reviewed with an advisor eve-
ry few years to make sure it is
still the best plan for the busi-
ness and that the owner is taking
advantage of all potential tax
benefits.

e Executives whose companies
offer the opportunity to partici-
pate in a non-qualified deferred
compensation plan should take
advantage of the opportunity.
Again, it will decrease current
income tax liability while provid-
ing an additional pool of money
to draw upon in retirement.

Women need to make saving for
their own financial futures a priority,
even when there are bills to pay and
the wants and needs of children and
other family members feel pressing.
While taking care of others is im-
portant, so is securing a solid finan-
cial foundation. If you or a female
friend of yours needs help in as-
sessing their foundation for their re-
tirement years please give me a call
or send me an email and | will be
happy to arrange a time to meet.

Wendy Nelson Bailey
251-626-1140 or
wendy@southerncapitalservices.com
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