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Introduction , I /

&
[

3

Accelerating social and economic change,’ the world's energy and food problems,

inflation, recession, and general economic uncertainty have thrust. a new challenge

upon educators: to help families and individuale adjust to economic change and _

cope with problems, arising from these changes. For this reason, '"Ydur Money Matters -

A self-study progr;m guide for educators," was developed which will assist professionals

in reaching and-teaching consumers. . o
R X ) _ l

Objectives : e \

Stated in behavioral terms, "Your Money Matters' strives to assist professionals to
help l'ow- and middle-income individuals and families to: &5

{

‘
Understand that personal economic competence, which includes perséhal decision-
making, is, one of the major components in athieving the quality of life to which
each individual aspires. \‘ A \

- \

understand the effects of economic chamges upon their pexsonal economic stability

and security, and,learn how to adjust accordingly. : :
R .

determine economic goals consistent with their values and available resources

and take actions to achieve these goals.

learn to use skills to develop a personal money management plan, recognizing that

conStant revisions are necessitated by changes in the’lifefcycle.

understand the concept of consumer credit -- its advantages, disadvantages, and ~
wise ufe. ‘ : )

and the consumer's rights and responsibilities as far as credit reportAng and

.J)understand the functions of credit bureaus, the imporfance of a good credit rating,
[ 3
credit files/are concerned.

-

understand the various types of insurance ‘policies available,

learn how an insurance protection program can be adapted to their personal

needs and at a cost adequate to their income. . . *
[y ! ’

»
~ L]

Learn hbow to maximize their housing dolld¥s, become aware of housing £osts, and
differentiate between different types of mortgages. .-

understand the different types of savings and invesiments; realize the risﬂs and ,
rewards ‘involved; and gain knowledge necessary to extend, expand, and increase v
personal financial resources. ' )

-
.

AN

The. fact sheet method of presentation was developed to ailéw for easy ;eadink,
updating, and maximum flexibility. ' .

~f
L]
.



I
The single-concept learning units are independent of each other and thus' can be used
individually or as an entire course, depending'upon your particulgr needs.

. . .
.wang to the dynamics of sdciety, the units will require periodig updating to keep

up with economic change and new ‘legislgtion. :

At “the end of each unit there is a quiz for self-evaluation. The quizzes are designed
to reinforce learning, not so much to prové the student right or wrong. Some students
may tind these to be challenging, whileothers may find them extremely easy. Other
quizzes, based upon some of the more technical information in the later fact sheets,
coufd be developed if they would be more appropriate for-your target audience.

L 3



How towl:se This Publication
l. Use as a homé-study course thro gh correspondence. *

U‘e at state educational events for adults and youth and/or at county consumar-
/ ~ dlre&ted programs. _ 2 N ~
3. Use as curriculum guidqlines for individuél programb or a series of classes.
(The course may be taught in full, or specific units +and qQuizzes may.be extrauted )

*
ral

4. Duplicate materials and Place one set in each Extension office for use by the
public, .

5. _Supply single 'fact sheets or a®full set in a doctor s office;, bank, supermarket,
' self leafnlng center, library, etc. :

+ 6. Use with groups and organizatiohs outside Extension. ,
. 7. Send to consumers those fact sheets or units in which they express~an interest
(to be used as self- learnlng materials). ’ .
(¥ \ .
8. Write up quiz zes that correspond with an individualt fact sheet rather than the
entire unit and use in your program or through the mail. :
¥
9. Use'the units as the tOplE of an organlzatxon‘s meetlng or workshop

-10.  Use the units as an educational supplement for employees. - "

-+
—~

~11. Plan a television series based on tbc units. Involve other resource persons
in the programs.

12. Develop 30- qnd 60-second television spots for broadcast in your area. N
]
. 13, Develop a series of newsletters for an orgamzatxon or the general public. ] ..
gLe Develop a radio series. * . ‘ \ o _ -

15. Develop a series of .news articles’ for the local newspaper.

. . ~ * .
lo. Plan talks using ‘the fact sheets as a basis for’ discussion.~: .
i /. » ' ‘
17, "Reorganize the units to fit your plans and goals. .

kS ' \
-

See Appendix for detailed instructions fegarding'the u;ilization of this

- publicafioq~as‘a home-study course. . N
. . . - . . ' . "
b ' ; ¥, . - ' '
‘\ -__’\_»-.‘ Y
. - ‘ . A
u.J‘. , ‘. . :l !) . - '
) . . . ' ‘ l )




A ~ Outline and Instructions

N , forilje»gf Units

Inflation andl economic uncertainty have wrought havoc with many family budgets.

A majority of consumers have difficulty making ends meet. Personal and family
tinancial QEgurit » a-~goal for many Americans, seems har®er and_ harder to achieve.

. Many consumers ;§;0t plan their financéz anﬁ dp not realize' that strategi%§

need to be updated from time to time to adjust to changing {ife-styles, age, income
situations, amd family structure throughout 1ife. Many consumers do not make the
most use of their credit, insurance, bnd'Saving dollars. Others are not familiar,
with legislagjon protecting them. Many people feel out of control and do not
communicate enough with other family members about financial matters or do not .
~share adequately in decisiopmaking. . : '

- . . ' : ¢
This pome-study course (self—géudy program) has been developed'to provide basic,
comprehensive information on budgeting, credit, insuranceé, the financial aspects
of housing, and saving and investing. Each unig was planned and designed as a
self-contained learning package consisting of fact sheets and quizzes? .'
[t should be noted that constant economic change and new legislation will require
that the information provided in the fact sheets be updated periodically. —-

Efforts were made to make the information contained hertin general enough to
cover a wide geographic region. However, because of the diversity of state
laws-and ipterest Tates across the country, this was not possible, so emphasis

+was placed on information‘relating to New Jersey. , S
1., The follo;ing is a summary of thg varibus units in this'publicgfioﬁ,
CINIT T - FINANCIAL PLf\NNIN‘G “ - | o o '
How to Bet'gpidelines for pe;sonal ana family spending, how to plan;a
budge;, hew_to take i:inancij it\ventory‘,and detiermine your 'net worth.

"UNIT I - COPING WITH CREDIT .

... The différent forms of cre¥tt, how to establish a credit rating, how to
“handle debt’, buying a car on credit, how credit lags Protect you as a
consumer. ' ‘

¢, . . -

UNIT IT1 -. PLANNING FOR PROTECTION: -, LIFE INSURANCE ' N

\

x.

The basic types of insurance policies, how to choose & policy that matches
your needs, provisions for extra protection and settlement options,
. : b ° ' ,
. ’ s ] v . R
- UNIT IV -° FINANCIAL ASPECTS OF HOUSING :

Factors® gn buying a house, pros ~and cons of buying a house, considering
* the costs, the purchase agreement and the role of the lawyer, closing

costs and legal fees, alternative housing options, homeowner's insurance,
types of mortgages and how to understand them. . - v
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Outline and Instructidne for Yse of Uﬂits, . i ' Page 2.
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3.

»
[

UNIT V /. MAKING YOUR MONEY GROW

n .
/ N A .
. . .

How and how much to save,.establishing a personal or famfly savings plan,

Jdifferent way s 't0 save, saving versus jnvesting, different meéthods of
investing, 1nformat;on and protectxon for the consumer.
\

1
" . » \ T -

Instructions®* v . ’ . .

Included in each un1t packet WIII he a éover letter sevéral fecg sheets, and
a qulz with return enyilope o

a’

- . -
. ) . -

’ 2

Read the Lover.letter-—xt will explaxn what materlals you should find 'in

\ the unit packet. It wxll also tell you what date your quiz should be

b.

returndd by.

-

Read the ‘fact sheets and any chdrts and qupplémental materlals that
acaqmpany them. \ & .. oo~ .
q{ T;ke the quiz (You may pefer to the fact sheets whenever necessary.)
) c e R . ’ ..
d. ;haxl your completed qulz to us in the enclosed return envelope .
e. Ihe next‘unit packet mailed to you will include the corrected quiz. .If
_your, quxz was -returned after the scheduled date, it will be sent to you
. With thg Followlng packet
Reaqgnxtxon* . , J“ - o | ~

A certlflcate of aghxevement will be sent to those part1c1pants who complete
.. the five-unit course by answering and returning all unit quizzes.*

P

-

.

. . v -
- ’ . ‘ > - N

‘ ) ) [ . . A »

*Appllcdble only if this unit has been administered as.a home-study course

~through a County Cooperative Extension Service Office. If not, please
complete. the quiz and Evaluatlon Quest1onnalre and retain for your own
benefxt and reference. . , .

¥,

' - '

Ta

X!
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‘Doar Friond. - . : o

We are very pleased you hnve enrolled in*oaﬁahome-study course, .
"Youn Money Matters.' . ] (

. The five nailings in the ho-o-study'gourse vil) discuss the fottowing
~suhjects' ) ,

N

Financial Planning - How to set guidelines for yourself in your ‘personal
-and/or family spending, how to budget, and how to take financial inventory
i . (which shows you your net worth).

25« Personal Credit - How to use credit, how to shop fer it, ané‘kow laws
~ protect you as a consumer. p

3.. Life Insurance - What are the basic types of insuranée policies? How 'do
" . you match them with your personal needs?

,"“. 4.” Housing - Renting vs. buying, how much can,I afford, costs involvéd, and
° types of mortgages. | ﬁ
" 5. Savings/Investments - Savings and ihvestment'options, bank accounts, stocks,
bonds, mutual funds, what the small investor needs to know, etc., and

Selecting a broker. , _ -
‘ i . * . / v
. When you receive each unit, you should read informational material and

take the quiz (all quiz questions.can he answered from the unit's fact sheets).

The completed quiz should then be returned to us in the self—addressod
roturn envelope. - .

1

.Ne will correct the quizzes and send them to you in the next unit. A period
of three weeks will lapse between the mailing of each unit, from units 1 through §..

We hope you enjoy the course, and that you gain new insights into family
financial management.

- o Sincerely,
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DATE L

Dear Friend,

Ne are very pleased that you have enrolled in our home-study course,
"Your Money Matters." . Co

This is the first unit of the coursé, and it covers Financial Planming. -’
Included in“this mailing are: ya ‘

L three fact sheets : o
. - & quix . . .
: - & Jeturn envelope ~
‘ N . :
\ :
. We hops that you enjoy the course, and that you gain new insights into
financial msnagement. ,

Please complete the quiz and send it to us in the enclosed envelope by
A . Returning your quiz will hélp both of us to see how much
you have learned. "

~ Sincerely,

\
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Y 'YOUR-MONEY MATTERS °

[ - .

) R ., d - !
_ " Financial Planning - UNIT I. : FACT SHEET #1
g . . ) : ! .. C " . , |
. : - GUIDELINES: FOR PERSONAL ANDr FAMILY SPENDING

. . ’
Examining personal and f\@ily needs, setting goals, communicating; and
. identifying values are the stepping stones to afficient financial management.
But they.must all be reexamined periodically since they will change as both
you and your financial situatidon change. : B \
. “ ' ' ' .

[f you are reddy‘to work with your financial situation so that it will be

.

able to work for you, take the following steps: ,
,,(,‘ » ~ »

EXAMINE YOUR PERS'()NAL\ SITUATION , .

\

Are you planning any major changes this year, e.g., changing jobs, moving, -
buying alun*ﬁn getting married, or entering the job.market? How will these
changes affect your financial needs? Ask yourself what special requirements
there will be this year that might put an extra financial strain on your
budget. Are there- any special.bills you are expecting during the year? . Are
you planning to purchase a car? To go on vacation? Are there .any major
insurance payments due during-the year? Hpw is your credit situation? Are
the bills coming in faster ®han you are able to handle them? -

When you examine your situation--your personal needs--yoy might find that
major changes need to be made. If so, work to make thosz changes possible.

N\

THINK ABOUT YOUR GQALS . ' o

‘ “ ) ‘ ) J . . -
Your short-term goal§ are the)tﬁings you want to accomplish within one year
while your long-term goals are to be achieved during the years to follow.

A ‘

People who set goals for themselves are often more successful than those who .
don't--they know where they're going and what they want to achieve. Commit
yourself. Write down your goals and their cost, if applicable. Think about
how you can achieve them. d

"

a

- -

GOALS ~— No. 1 . Cost' No. 2 Cost No. 3. Cost .

SHORT-TERM . o .

1

LONG-TERM || . ) | o

COMMUNICATE WITH FAMILY MEMBERS

%&herAmeﬁbers in your -family may have an.influence on how money is spent and/or
how much money comes into the family. You may have difficul:y meeting your

L)

.

- - ls )
N o L ' « ;‘ . L
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personal goal because it conflicts with the goals of, othor family menbers.
« Therefore, you need to openly communicate with the other membons, set
priorities, and do some compromising.

There is considerably less a}gument--hoth'uhout money and other subjects-lin'
Ny tamilies where both husband and wife share in making finahcial decisions.*
' Communication and joint decision making are particularly important regarding:

the budgot | - setting up a rcullstlc savings and spendlng plan
and stltklng to it. .
savings ' - how much to save; when.to draw on it; who keeps
a savings account in whose name; and how much should
be kept in a joint savings account.

consumer credit —\\how much credit to take on; where to borrow, at what
' vinterest rate; who is responsible for maklng payment ;
what impact does the credit payment have on the N
P , total budget. - o

. SN : . ; ' . >
These are just a few of the items thch\Ethlg\hc discussed and handled in an |

. . open, and honest way.
Ce

Cn-

DISCOVER WHAT® INFLUENCES YOUR FINANCIAL DECISIONS

Let's talk about the importance of our own value system as an influence on

our spending behavior within the family. When you examine your personal
finances, think and talk about your attitudes and those of other family

members regaT™ing money. Do you shop for food compulsively every day of the
week or do you ptepare a list and follow a certain budget? When you go shopping,
is it because of a decision based om needs or do you spend because you arergored
or unhappy? When holidays arrive,-do you tend to spend more than you can rkally
‘ afford because you want to give love in the form of gifts? '
Think about the attitudes of your, family members including your parents and your
in-laws, becausec they certainly influence your 1ifé. The way your parents reacted
to your spending behavior, how money was handled in. your home when you were

young, the values held in the community where you grew up, and the people sur-
rounding you—-all these have an influence on how you spend.

Understlanding your own and yqur spouse's reasons for spend1ng will increase
your ab111ty to handle money matters effectlvely
@ e

=

* As found in the survey "The American Family Report' conducted by
Yankelovich, Skelly § White, 1974-5. : B
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YOUR MONEY MATTERS
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A

. . BUDGET PLARNING ' .
’ B .t "‘ ¢ - ] ) . . ’
. v ¥ "

To achiqu a balanced budget, take fk? following steps:

KNOW YOUR NET INCOME ' 3 | .
o ' L -
Know and write down.your net income--the amount of money that comes into the
household after taxes, social security payments, and other items hawve been
deducted. ' : : '

<+

Go over your ‘canceled checks, xéceipts,‘department'sto ¢ financial state-

ments, bank stggpements, etc., and try to remember what your past purchases
were. ' ) ’ '

- KNOW HOW AND WHERE YOU SPEND

L
K

Start to write ‘down alllyour daily expenditures. Take a red,pencil and
circle all the purchases which you feel were unnecéssary.

Examine your spending item by item at least once every week or two. ‘Deglide
ere you spend compulsively or without planning, and make necessary changes

or the future, o \ . :

! ’\;',;‘,. . ‘ o N

KNOW YOUR IRREGULAR FIXED EXPENSES - '. =+ _
¢ If you have a payment of several .hundred dollars dﬁé,-&ivide that total by
. the number of paychecks you will be receiving. "

* ., It is bettér to.put aside small sums.of money than one large lump sum. Let's.
say that your car insurance is due August lst .and is $416 for the year. If you
figure it in your paycheck per week, you would only need to put aside $8 a week

-, for this insurance ($416 + 52 = $8) and then these $8-sums would be budgeted:

* throughout the year. The money g¢an be put in a checking account or, better yet,
in a special savifgs account set aside for sich purposes.

"KNOW YOUR REGULAR FIXED EXPENSES' . - :
s . T P
' . \ . \ .

. : pegular fixed expenses are rent or mortgage payments; insurance payments,
including automobile, life, property, health, etc., (if you set them aside
regularly); installment paymepts; emergency funds; and sany other fixed expenses -

- you have. One good way of dealing with all expenditures is to calculate them

per paycheck period, though some.people prefer to do it on a monthly basi§§

! A ’
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KNOW YOUR FlEXIBLb EXPENDITURES ~ * =~ . - L .

”N

. -Flexible expenditures includﬁ fooé expenses; househdld suéblxes, including.
repairs ‘and maintenansce; clothing and personal expenditures; medical and
dental tosts; spending for recreation; .transportatior costs; utility charges;

' —
any charge agtohnt paymcntq yKu have to make etc. . : "
 The tollowxng is a4 helpful tip regarding floxible experiditures: hobbies, J
- o sports, and entertainment can cause large expenditurbs. -These items might
not have to be paid for all at one time. You might want tq plan for your
- vacation over the whole year dnd aggin divide it py the number of .paychecks
as we did before with the car insurance payment. This way it can be carried
as$ a "regular" expense.
© Ongg you have written down all your fxxed and flexible expenses, deduct them -
frolm your net income. What you have, left are the monies ygu can put aside
tor savings or investments to meet future goals, or for any other personal P
goal you may have., , \
Net income (take-home pay) pe ) .
Less total expenditures (fxxed and flexiblg) : : C
Money to do with as you»please (save, sggﬂﬁi etc.) . ’
By taking the steps above, you can make sure that you will manage your money
instead of letting the bills manage you.
TIPS FOR BUDGET P LANNING :
oY ) - "
Using Checks ‘ . .
rb _ ¥ ) \ 3
Pay most of your bills by ‘check. This will ‘help, you keep better track
of your. expenditures. - ' ‘ / .
Writeidown the purpose‘of each check. Add an asterisk (*) if you think i

that the amount might qualify as a’tax deduction at the end -of the year.

Identxfy on the check the category into wh1ch thlS expense falls--
for example, education, business, church, contrlbutlon, ch11d care,
interest portxon of a loan or credlt

Keep checks returned by mail in two .different envel One envelope
will hold information for general reference and reco d keeplng purposes.
The second envelope will hold(those checks that are related to tax :
deductions. In this second envelope, also keep track of those expendi -
tures for which you don't have a check. You do this by enclosing a
receipt, slip of paper, etc. ' : .
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A

Watch Your Daily Spending : ¢

Many people have found that a simpie sheet of paper where one cgn

write down day-to-day spendlng. helps to keep ' control over expenses.

Manytlme~ we bYend $1.50, $1, 50¢, or smaller amounts of money and we .
on't evgn realize it. If we keep a record of our spendi it makes \

ﬂs awarey £ th leaksfxn our budget, and the habits we ﬁag wish to change.

Keep in mind that\}he modern way to budget is not just bookkeeping and
record koeping and should not .be considered a difficult chore or a
nuisance The moderh way to\ budget is to program your dollars accerd-.
ing to your own prefetences and needs.

Be aware that you are conqtantly confronted*with choices whtch reguire
you to make decisions. Be also aware that once you allocate funds for one
item, you miy have to do without semething else. For eRample, a vacation
or a piece of furnitpre will not only cost you dollarq but may force you
to postpone the purchase of a car.

/

Chart Your Financial Course: Anticipgte kxpenditures and Incoming Bills

-

A budget plan will serve you better if you re able to anticipate expendi-
‘turcs--especially if these expenditures are payments that occur at
irregular intervals during the year, or credit card ‘payments that are
due at different times of the year,. .

& .
.

i -

Examples.of anticipated expendltures are insurance (due August and
January), tuition (due August and December), air conditioner repair due
next summer), Federal Income Tax (due-April 15), magazine subscrlpt

¢lub dues, and vacations. .

Table 1 (page 4) will help you analyze your anticipated expenditures for
the next 12 months and give you a clear picture of how your payments are
distributed. First, determine the monthly expenses for an item and enter
them in the appropriate columns. Add horizontally the monthly expenses

to find out the yearly expense. By dividing this yearly tetal by 12, you
will get the average monthly expense for this partlcular item.

-Next, vertically add up all your monthly expenses: to determine your

total anticipated expenditureg per month. Then horiegontally add up these
monthly totals, divide them by 12, and you will have the average antici-
‘pated expendlture per month. v

A bill reminder (page 5) is another useful tool in budgeting. It serves
as a record of your unpaid bills as well as a checklist of payments and
outstanding balances ‘ ] ’ ‘

Table 2 is a bill reminder that you can fill out and save. If hsed
regularly, it will keep you mp-to-date gn all your bills.

<) - :

LN
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| . (( : _ * TABLE 1 . ‘ For cht Sheet #2 ~. Page 4 oo
' ” ' .
R Antlcxpated Family Expenditures Within the Next 12 Months ' ’
\ Directions: Fill in (he dmounts of anticipated expenditures below as best you can..  An exmﬁ)h;is provided:
‘ ' ' . . . - A . N [] N * < ) \ . R . o
' .. / ., .y - *Add **Divide by 12
. ~ o * ) y . monthly ° - for avergge
v . . N . \ ' , figures monthly amount
\ » * N ' ¢ : * ’ .
___Item ;ﬁigp. feb.  Mar'. Apr?! May June July “Aug.’ Sept. Oct. Nov. Dec.
Ecation ' L, ] | $500 : ‘ $100 || $600 o >$50
. ' : - - N h . ‘.
1 v
~

k]

J )
B N 7 X
Toth 1 | | ) e Q
Amount s ' .
. N ' 4 ~ : \
- Example ‘ \ . . | - o
: . * $500 + $100 = $600 ' | ) . - .
L 21 **$600 + 12 = $50 | o ([ o+ . .
"~ The $50 +¢' the monthly amount needed to be set aside. p . . : '
. - S - ] _
- N . ' R
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2 ot - . ' TABLE 2 , " . For Fact Sheet #2
/P \. -t ‘ ¥ . ) ) . ., .
L T : -y b Reminder .
. . « . \\ .
DIRECTIONS: . Fill in\the 1nformatxon'n bills t;he dq\they armve and when paynents are made. _Always ,
- - 1nclude }nnpaxd balance if applicable. . ) / .
| . N ’ DATE | : °
DATE - « ‘ AMOUNT OF PAYMENT DATE AMOUNT NEW UNPAID
RECEIVED ‘YYPE OF BILL TOTAL BILL _DUE PAID PAID BAL% ! COMMENTS
=Y A . ] - ' 0 ~ ' r s ) .
. . .
L
N ‘ I " 4
o L] .
/ ' . !
' d i ’ ’ -
Al hal ; \ ~
. . A
* Amount of total bill minus amount paid.> !
93 ‘




Fact Sheet #2

RROGRAFMING MY §'s -~ ° . .

Budgeting means programming your $'s. This means’ having control over'your ,
expenditures by: . N o S g

b : : . . .

. ‘\' . L - ‘

. 'Reviewing past spending periodically. .
Recording expenditures each pay period ’ -
Projecting future spendlng

Here's what you should do:
. ~

[ Y

- Step 1. Before you program your dotlars, write down your goals. - Be very spec1fic

/\\'

(TV this year, car next year.) Include all family members in the dis-
cussion. Find out how they think the income should be allocated.
Individual members are usually surprised at the other members

and preferences. Writing down goals and discussing them will 'help each
member understand and tolerate the desires of the others.

Step 2., List your day-to-day expenses--especially if you feel your financial )
situation does not allow you to live up to your expéctations. (See
checklist of day-to-day expenses )

Step 3. Start with your net income (take-home pay) and deduct all fixed ‘expenses

~you incur under your current standard of living The amount you have left

,,?% over is what you have to live on. If you cannot make ends meet, then you

/ .
would have to lower your fixed expenses or supplement your income.

’

One purpose of setting up a budget plan is to meet individual or family goals. and
needs. Write down your current and anticipated monthly expenses on the sfollowing
list as they fit your spending pattern and ydur situation and needs. Using this
checklist will help you identify your personal expenditures and analyze your
spending pattern for comparison with past and future expensés. You can also make -
a copy of this chart, include it in-‘a three-ring binder, and use it to compare
current monthly figures with past expenditures. Savings can result-if you cut
down on your flexible expenses.

Ch

«
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CHECKLIST OF DAY-TO-DAY OR MONTHLY EXPENSES " |
(including what you set aside for savings)

L4

‘SHELTER: : . e
‘ Rent or mortgage payment
- Property tax, insurance : ¢
Fuel (heat) b S
Gas § electric B
. Water, sewer § garbage )
d Maintenance and repair -
Qther
b2 f
FOOD: ‘ ‘
Groceries, other food supplies
_ Meals ’
e ' ,School lunches, business lunches
| - Milk ‘ u
PR Bakery or delivered goods .
‘ \Ir i b Other
& CLOTHING: _ ~
: Normal needs of all members of family
. Yoo or self
School clothes, office clothes
Seasonal

Laundry § dry- cleaning § repair
Special events, sports clothes

/S _ Other
. . ‘“:" . ‘ . ’
e HOUSEHOLD EXPENSES | .
‘ ~ AND, SUPPLIES: S

L Cable TV

g Tools

Regular repairs
Towels, linens, etc.
Cleaning supplies

-

\ “ " Telephone - - ’
" S Qther
’ TRANSPORTATION: — "
. ‘ Gas § oil

Auto. repairs, tires
Automobile insurance, license fee,
inspection, etc.
Public transportation, parking ,
- " Other v

-
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Fact Sheet #2 . S , .
Page 2 of Checklist of Day-to-Day or Monthly Expenses

. . LY
I s

v -

* MEDICAL:

Doctor .
* . Dentist '
. Prescriptions § drugs
Glasses ’ "
Insurance - ‘
Other

A

; - "SERSONAL EXPENSES:

| Self, e.g., cigarettes
~ Spouse, e.g., tobacco, office-related
expenses
Children: school-costs, allowance,, etc.
Beauty care, t011efries
Recreation (vacation, sports) -
Hobbies, pets, gifts, music lessons, etc
' . , Movies, plays
! _ ' Home and other entertainment
' Other _r

14
4

\

e

MISCELLANEOUS:

. , ‘Newspapers, magazines, regcord clubs, dther
P Organizations (union fees,\dues, clubs,
other) »
Gifts (birthday, Christmas, other)
Equipment - -
Lessons « & .
Babysitting . T
Alimony/child support
" Alcohol, other beverages ‘
v Social Security' . ' //
Income tax, other ¢ - ’
Other

" EDUCATION: o

Tuition
Books
" Supplies
Magazines .”
’ Lessons
' ‘ , , Equipment ) !
o o Other ' : xb

DONATIONS —— *
. Church , . ™
All other : j
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Page 3 of Checklist of DayQto-Day

4

or Monthly Expenses

s | "
TNSURANCE : : “ -
. Life’ Insurance, heaith, hospitallzation
Retirement fund,
Other ' >
— 1
SAVINGS: - % . ¢

*Adapted from the Madison Consumer
on Butlgeting, Madison, Wisconsin.

Credit Counseling Service's Forum .

L
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Y
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" PROGRAMMING MY §'s

'Setting”up a yearly or monthly budget

¢

. ‘/) v
This chart is an additional tool which can aid you in setting up a yearly or monthly budgét. Your, budget is a
personal guideline for spending. By organizing your expenses 1nto categories,. you can be on your way to B
‘"programming your $'s." { a . ‘
l. TOTALVlNCOME o . . . - 3. TAKE-HOME PAY $
(salary, wages, interest, . : - 4 —
dividends, social : ' lLLess TOTAL' ‘ .
security, and other) | - - ‘ . EXPENDITURES $ : ‘
" less all withholdings . . . R ‘ . e
(See (a) on next page) ' ‘ AMOUNT WHICH CAN BE
- ' | - S SET ASIDE FOR SAVINGS,
-~ TAKE-HOME PAY .« oL L0 o / REALIZATION OF FUTURE

~ , S ] . ~ GOALS, INVESTMENTS,
FIXED EXPENSES (b) - OR JUST FOR "'FUN". ‘
Rent or mortgage payments . (1) e / 7/ ‘
Insurance pagments: K ~

t—

* .. Automobile ¢ _ ) . _ , ‘ < p
Life - ' - , ) ‘ ) L g
Property : \ . o -

’ . Health, hospitalization . ¢ o - .

Installment payments (c¢) L. ‘ ‘ : v
Emergency fund (d) : L . vy o o
Any other (e.g. Food stamps) . ‘ : o '

N . « . —

FLEXIBLE EXPENSES (e) . . ' *
Food (£) = ~ | . GOALS - MY |
T Household supplies ( ' ¢ . -
, ' (repairs, maintenance) - ) \ \ v '
Clothing and personal ‘ Short-term! :
Medical, dental costs ' ) : :
3 Recreation (g) : . «
/ . Other .(h) : '/ - Long-term: - .
Gost of transportatlon(l) ’ . ' o ' _ ‘ A -
’ Utilities (j) . . :f : - . 1)0
'Other charge accounts (k) » I MANAGE YOUR MONEY INSTEAD OF LETTING )
’ Any other (See checklist) L THE BILLS MANAGE YOU...THE CHOICE IS YOQURS.

"TOTAL EXPENDITURES NOW . . . + o o o v oo v v v vy b/ L

s ]
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(a)

(b)

()

(d)

(e)
(f)

-

a , . . * ‘ 3
Sheet 92 . - - o ‘ o | - 11.
. oot NN . :
o .NOTES ON "PROGRAMMING MY $'g” s
income tax, social security, hospital insurancd. credit union withh®ldings,
union dues, ahd any other automatic deduction from wage or salary, e

Total all known fixed éxpenses that you will incur.over the next yeat. Divide

the total into the number of baychecks you will be receiving. It's better to
allocate small sums than one large lump sum to pay for the expense. Example:

Car insurance is due August 15--put aside $8 per weck for the insurance rather

than pay $416 at one time. -

‘When you take on an instaliment debt, you sign a cpntracf. This is a legal

document ‘and is‘bindinh. The installment payments are then fixed expenses.

-The amounts are predetermined in size and date.

Emergency fuld is listed under fixed expenses as a measure of protection SO
that you have something to fall back on .in case a need arises unexpectedly.

. . 8 ' IS
Calculate for each paycheck period or per month or year.
. o . \ -
It you purchase food stamps, put the exact amount under fixed expenses.
Only additional cash outlay is recorded under flexible expenses.

Hobbics,~sports;aentertainment, vacation, etc. You might wanf to divide the
money planned for xéur vacation over the whole year and carry it as a regular
rathér than flexible expense. C )

Social gpligations, gifts, charities, repairs, maintenance, church, Christmas
club, vacation club, etc. -
- ) ) ) 'y

Include car, bus or train, license, registration, gasoline (cash or credit),

and auto waintenance. » : . .
Telephonef\kgs,'electricity, heat, water. )

»>

Whether you use credit cards or buy on a regular 30-day charge account or
revolving charge account, you can adjust the payments more or less as they fit
into your budget. Thclude the.payments you want to make in your flexible
expenses under the corresponding item--children's outfits under cloghing;’

gasoline under transportation. If you prefer, combine all charge accounts

and list under (k). oo

Treatiyé rself to an evening out, buying something. that you have wanted for

a long time, etc. C _ .
A Y
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TAKING\FINKNCIAL INVENTORY

& N "4

HON MUCH AM I WORTH? '

Taking financial 1nventory\means determining how much you are worth'in dollars _ &
and-centq. It means calcula;ing your financial net worth. This is a simple : -
procedure which can bring you great benefits if followed regularly. It is a e
good idea to calculate your net worth once a year, or more often if your personal

situation should change. -

One benefit of going through these calculations is that you will have an exact
picture of your financial situation at a particular point in time (e.g., December
31 of a given year). This gives You a means of comparison for the next year. -
This comparison will help you in making major personal decisions not only in
relation to personal and fimancial management, but in-relation to long-term -
personal and caregr goals. - - S '
Another ‘benefit of going through this. procedure regularly is that you will have /
records of proof for insurance claim purposes, if you ever need them, and evidence
of your assets at ‘the time of their purchase. If is considered a good idea to .
, save receipts, and to take pictures of all your valuables. Keep them with your
) ~ ‘annual financial net, worth statement .in a safe place, ‘ ¢
A third benefit is that banks and lending institutions may require a financidl net.
worth statement before loans are given. If yqu take your financial inventory and
) have this information readily available, it will be much easier for you to get a
personal loan or a mortgage for a house. i '

STEPS IN TAKING‘%INANCIAL INVENfORY

Liquid Assets (That which can be readily converted inko cash)

Take out your checkbook, your savings book, and a pencil and paper. Write down

the monies you have right now in your checking account and in your various savings

accounts. Do you own any stecks or mutual fund shares, or U.S. Government savéngs .
wbonds Series E?. These asset$ should also be listed here. All of these assets are

liquid, which means that they can be readily converted into cash. " (See also the :

Section entitled "My Liquid Assets" in the supplement.) r o

»
Other Assets (Possessions of value)

, Also of value are the things around you--furniture, rugs, stereorsystem, radio,
photographic and other equipment, paintings, jewelry or furs, etc.

‘. . |
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It doesn't matter what you paid for them several years ago because thése values ~
have ‘sihce changed. You need to do a little comparison shopping to come up with
their market value. Market value is the price you could get for those items if
you were to sell them today. Don't forget your car and your house, if you own.
one. They have a market valae, too. Write down the.value of all the items that

» you own. b ‘
¢ 3 ‘ '

Ligpi;i;igs.(That whiéh you owe)

¢ {

Now make a list of your liabilities--everything you owe. You have short-term

liabilities--those hills that you must pay right now (e.gf, phone, dentist, \

department store); intermediate-term liabilities, which must be paid within a year

to 18 months (e.g., photography equipment for a darkroom, typewriter); and long-
term liabilities, which.must be paid over a number of years (e.g,, installmert

N ‘credit you have outstanding on furniture, ¢ar loan payments you have to make to the

“bank, the mortgage on your house).

Nét Worth (How much you are worth financially) ‘ .

Now th:t‘you have written down all your assets and all your liabilities, subtract
what you owe from what you own. The amount that you come up with is your financial
net worth at a particular point in time. This statement or form is also called a

. personal balance sheet. | T

The special value of this exercise for any individual or family is that it provides
.a tool (a personal balange sheet) with which to compare one's financial ,situation
from one year to another. If\your financial net worth does not increase from year
to year as you would like it to, look into the situation and see why. Have your
‘liabilities increased more than you realized? You may have started to deplete

your savings and may not have been aware of the situation. You now have a tool to
get a shandle on your total financial situation, and manage your money matters more
efficiently. , . . .

Make & copy of the form 'Your Financiaf‘lnventory" (next page); then take yousw

financial inventory and calculate your net worth. Next, date the document and

keep the copy in a safe place. Also, attach photographed receipts of valuable
items--furniture, jewelry, etc.--if you can. Compare this inventpry with next

year's inventory to see how you fare. .
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Fact Sheet 43 : ' .

YOUR FINANCIAL INVENTORY
&

A general practice for business, educational, and other organizations is to

complete an annual balance sheet and to conduct a regular inventory.

They do

this to check on their financial status and on progress magg‘(or loss incurred)

during the preceding year.

Individﬁﬁls and;fanilies should consider themselves as

also include such an examination in their "annual
: . 4

0
7

YOUR ASSETS

4 ) . . B
economic units and should
checkups.' '

-

Key: ‘ Value Value 1 Value 2
(a) -- balance (¢) - cash surrender Today Year Later | Years Later
(b) - market value value , o ' '

(d) - current redemption Date ___ [Date __ | pate
value ) '
- WHAT DO I OWN? .J
My Liquid Assets (readily convertible to cash) -4
Cash : \
Bank Accounts:
Checking (a) Y
~~ Savings (a) : « _
¢ Savings bonds (d) | : | ’
Life insurance (d) . : ‘# N
Bonds: : |
Government (b), Mynicipal (b)
Corporate (b) '
Stocks (b), Mutual funds (b)
Miscellaneous:
Prepaid taxes . 1 '
Prepaid insurance ‘ /
) Other (gold bullion, silver bullion)
W . .
My Other Assets-- T 4
- Cash value of company retirement fund
' ' (belongs to you whether you stay
with company of not) !
Cash value of private pension plan
Cash value of ‘profit-sharing plan
Home (b) .
Other real estate (b)
Vacation property
- Cars (b)
Personal property (b)
silverware, jewelry, furniture, ‘
large appliances
Other personal property (b) ot
stamp collection, coin collection
Real estate held for income (b)
Investment in antiques, art collection
Debts others owe you
- Other ¢
r Total A '
otal Assets
) :S:I "

- o
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YOUR LIABILITIES
o 1 Year , 2 Years .
lLater Lager
’ ) )} Date Date <

8% . . . Date

WHAT DO I OWE? .
My Liabilities (debts)--
Current debts ‘

‘ charge accounts, credit cards
3 'real estate taxes, persoral taxes due
| Installment. debts (balance due) on -

furniture, TV, appliances, car, etc.
Mortgage debts (home -and other real
estate) : o \
Miscellaneous (loan on life insurance
~ policy, small business loan due, etg.)
Other debts

»

V4

‘ : Total Liabilities
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YOUR NET WORTH

‘How Much Am I Worth? . ;
Net worth equals total assets " Total Assets ° .
minus total liabilities Total Liabilitieds

—— r = . =
| = NET WORTH . . -
This is a preretirement checklist: ‘ | ( \
I IR : ‘ | s I
List your expected income after retirement: ‘ . Extra pfot?ctiOn in case of death
" income from social secdrity; ) . - face value of life insurance policies
company retirement benefits ) . . remember, if there is a loan on the -
income from annuities, rents *~ - policy outstanding, the amount of the
income from savings loan should be deducted from the face .
. ' ) . value of the policy N
Total per month : : . ~social security payments to qualified .
//t : ~ survdvors** - - - .
. T T ‘ .
- \ * <. < R
ITI ( Iv .
Disability prote tion: w ‘ Other
» & . .

private disability insurance
social security disability,
payments (including SSI)** v

*For information on social security, check personally with your local office. Social security regulations are
complex and each case is different. This includes the Supplemental Security Income (SSI), which is now available
to those who qualify (over 65, disabled, blind, with limited resources, eétc.). . \

**You can-also check your social security record and request a statement of your earnings.
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*  QUIZ FOR UNIT I -- FINANCIAL PLANNING
) - o | / ‘I . . ~
* Dear Friend, " | o ' ; . /// '

v

This quiz covers Fact Sheets 1, 2, and 3 of Unit I -- Financial Planning. ‘

After reading the fact sheets, You are ‘ready to complete !Re quii. Feel free ,
to refer to your fact shepts‘whenavor’pedessaryw' Please follow the quiz
instructions and return the quiz in the return envelope.* "

Name : ‘ « .

o . . Address : '
) . k) . . ‘ .
' . . Zip
\ | , —

—

Instructions:

This quiz contains twd,typps of questions, true-false and multiple choice.
‘ “ 1 . R ~ .
True-false:- - Circle "T" if the statement is true and "F" if the statement
’ is false. \ ” ' ’

%

’ . '} . o , —
‘Multiple choice: Select the best possible answer and Write-th corresponding

letter in the blank p:o’ided.

D ¥ . v ' u ’.\
1) x. Which of the following may influence your financial decisions?

a. parents' attitudes ' 4a. your childr
b. your mood e. your detision to™Shange jobs
. C. your spouse's goals ’ f. - all of.the above :

2) T F Before setting up a Budget, you_should understand family valuesY, think
o about your goals, examine your personal situation, and communicate with
other family members, if applicable. ) '

3) T K. One purpose of setting up a budget plan is to meet individual and/or
‘ family goals and needs. . ' _

4) T F .Net income is all the money that you earn before taxes and other déductions'

are subtracted. :

5) T F Paying bills by check can be a helpful tool for récord-keeping purposes.
6) T F One way to meet lafge irregulgr.paymenég, such as car insurance, is to
., break down the layge sums intojjffga sums which can be set aside until

the payment is due. ‘ . ‘

7 T

he +

‘Rent or mortyage payment is considered a flexible expense.
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8) T F Liquid assets are.easily convertod into cash withih a short poriod

of tinc 3 '5“
9) Financial .net worth is: . =
a. . total assets minus total liabilities\ . -
b. 1liquid assets minus other assots R . .
c. original price ngpus market value . /7
' d. liabklitias minus liquid assets
‘ . ; ‘
10) ' It is possible to control your money rather than having your money
control .you by
o s \. . '
a. taking financial inventory ' Y
b. understanding individual snd/or fafiily values, goals needs, and
- priorities , .
.¢c. developing a workable budget ( B . o
d. all of the above . - | -

We would appreciate. the follohing 1nformation to help us impfbvé‘our service:

‘Have you used or shared any of this 1nfbrmation from the fact sheets or
do you plan to do so?*
s B ‘Yes No

ettt p—— e e—

If yes or no.iplease explaln.

\

*Applicable only if this unit has been administered through a County Cooperntive
Extension office. If not, please complote the quiz and retain for your own
benefit and roference. .

- s
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Dear Priend,
Here is the second unit of our home-study course, "Your Money Matters."
This unit is on Coping With Credit.

Included in this packet are: .
eight fact sheets (fact sheet #8 comes in four parts)

a nev quis . : : ‘

a réeturn envelope _ ‘

your corrected quiz from Unit I, if you returned it on time, (If you
weren't able to return your quiz on time, please feel free to sond it
to us now. We will correct it snd return it with the next mailing.)

We hope that you find these fact ‘sheets helpful as tools in learning how
_ to get the most from your money by using--or deciding not to use--credit.

‘Please fill out the quiz and send it to us in the enclosed onvolépo by
. We will correct it and return it with the next
 malling In spproximately three weeks. - ' :

| Sincerely,

g
1]
*
-
-
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_YOUR MONEY MATTERS '
' | " Coping With Credit - UNIT II | FACT SHEET ¥4

— WNHAT IS THIS PRIVILEGE éALLBD'CRBDIT?

WHAT IS CREDIT?

e

Credit is defined by the dictionar, as "belief; confidence; trustworthiness."
Credit is a privilege for those who are w!&ling to assume the responsibilities it
carries. Buying on credit enables people to have what they want when they want
it, even if they do not have the cash on hand. i

" } :
But credit can be a mixed blessing. Impulse buying or the ease of saying 'charge
it" can get the best of you, creating a buying habit that gets out of hand and
generates many bills.

How you spend money and how many credit cards you use is your persdnal decision.

Analyze your personal or family needs realistically. Scrutinize them and set

priorities.} Make an overall financial plan that is tailored to your circumstances.
- . 7 "

Consider your credit situation when you devise anpzverall savings and spending plan.

How much credit (debt) you can safely assume will depend on:

The size of your family--its medical, clothingf’?ood, housing, and school
expenses. :

The staSility of yBur job--whether it is secure or not.
The size of your income. . : .

Whether Qdditional payments will fit into your overall budget and still
leave some cushion for an emergency--consider housing, transportation,
insurance, current debt, and other financial obligations you may have.

There is a rule of thumb which says:

Consumers should not have more than 20% of their take-home pay outstanding in
consumer xredit (not counting home mortgages). Some say not more than 10-15%
should be outstanding, and this amount should be repayable within 24 months. Nowa-
days this will not always be possible, especially in the case of car loans. But
the guidelines should at least be considered. .

v

. TIPS:

Do not use credit if you are already fiﬁding it hard to pay your bills at
the beginning of each month. If you find yourself making payments on your
mortgage later and later every month, taking on more debt1€s not for you.

{2




Pact Sheet #4 | . | 2.

' . ‘ - i .. ) . ) ' . .

Trx to have three months' salary in the bank to fall back on should you

need it. Remenber;that‘when you buy on credit, you have to pay finance
charges (interest) for the privilege of buying now and paying later.

4

WHA} PAYMENT OPTIONS ARE AVAILABLE? : .

Paying Cash -

|

There are certain obvious advantages to paying cash. The price is paid in
full at the time of the purchase; there is no need to keep up with monthly

gy The Ruyer does not have.any finance charge or interest added to the purchase

payng:;sf With cash and carry, there are no further contracts to comply with.

price} This can be quite a saving in the long run. Also, the goods are
yours and you don't owe anyone anything‘ y

Txree disadvantages might be that you have Ap pay the total price all at
once. This is fine if you can afford it. You might have some difficulty
exchanging. or returning merchandise, but it is possible to do so in some
cases. Finally, the seller might feel less inclined to service cash’
customers in an efficient way. =~

Use of cash is determined by your budget, and how you prefer to save and

spend. o

Buying on Credit - SR
v ’ » A

What are the Advantages of Buying on Credit?

Buying on credit can be a form of forced savings. An individual or
family may find it easier to pay off a debt in regular amounts than to
save the money first and then nake the purchase." Because of the high
cost of.credit,'this,may may not be the ideal way of managing one's
rpsourcgi,'but1it's Better than overspending and not saving anything,

Charge accounts and credit cards are convenient. 4here's no need to
carry large amounts of cash. )
. o . ’ &
,_/»~v* Buying on. credit gives you the use and, in some cases, the ownership,
d Qf goods or services for which you cannot afford’to pay on the spot. You
may need or want the item now but lack the nécessary funds.
. : L . . ‘¢ v
. What A;e\Some?Disadvqntages of Buying on Credit?® . \
. ®™ou may be tempted to buy more than you really need, just because it's
easy to say ''charge it." '

It is easier for you to be lax,in making choices. Maybe you don't need
a color TV, and it's really tda expensive, but because on credit it's |
only $10 a week, you buy it, forgetting to comparisgn shep.

- '

\

4 4(3 ’ .- . )
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Individuals or families who habitually buy on cr;aﬂt often pay an
additional charge on everything they purchase--adding as much as 18

percent or more to the cost of the goods or services.

You may have unexpected needs or emergencies which will be hard to pay’

for if you've tied up your money in credit payments.

COMPARE FORMS OF CREDIT

Credit Cards and Charge Accounts

No downpayment is required. -

Application for basic credit is made -
and, when accepted, the buyer need

only sign a receipt in return for the

goods gt the time of each purchase.
You will be sued if you don't pay.

You then have to pay what you owe plus
count costs, $ A

No finance charge if account is paid -
within the stipulated time after
receipt of monthly-statement (usually
30-60 days after billing date). Pay-.
ment can be made in a flexible way.
Usually thére is a minimum monthly
payment. In the case of a.revolving
charge, there will be an initial agree-
ment between the buyer and seller on
the credit ceiling (the limit up to
which the consumer can charge or borrow
dt any given time). . o

Used for purchase of small consumer -

goods and services. Convenient. You
need not carry large amounts of cash.
Makes it‘qusible to take advantage of
sales.

Buyer has possession and use of goods -

and is legal owner.

’

Merchandise can usually be ré;urﬁed C-
or exchanged easily, ’

Installment Credit

A downpayment is usually required.

Buyer signs a closed-end, conditional
sales contract that is a binding legal
document. Nonfulfillment of any point
in the contract can result.in repos-

session or a lawsuit.

Amount of each installment payment

is predetermined and included in the
contract. Usually payments are made

at regular intervals (weekly or‘honthly)
over a period of 12, 24 or 36 months.
Financex charge is always added to the
purchase price and will be included in
the regular payments.

Ny

[

Generally used for purchase of major. .

.items, e.g., TV, furniture, car,

appliances, etc.

Buyer has possession and use of goods,
but seller retains title d4nd is the
legal owner until the last payment is
made. } <o

Merchandise cannot be returned or ex-
changed. The contract cannot be
cancellad. '

44

%
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- Servicing of merchandise is usually -.Servicing of merchandise is usually
casier for ''preferred customers" easily obtained.
who have charge accounts or credit -
cards.

- Short-term ‘convenience is nice. - “rakes away from future income because
If used carefully, it should not . of monthly payments due for predeter-
cut too far into your future income. mined length of time.

Before you degide which form of credit to use or whether to use it at all, inform
_ yourself thoroughly about the different types of credit and the options available.
Then you can make a responsible choice that will fit within your budget.



N : YOUR MONEY MATTERS ~ .
\ ) Coping With Credit - UNIT II FACT SHEET #% -
HOW DO I ESTABLISH A CREDIT RATING

- AND

.

YOU AND YOUR CREDIT RATING

Whother you are single and Just stepping into the labor force, newly divorced,
widowed, or happily married, it is important for you to establish a good credit
rating. Later it will enable you to qualify without difficulty for a loan when
you need it most. Keep records of financial transactions and act responsibly. If.
you cannot pay a debt, speak to the lender and negotiate. )

There are many places where you can apply for loans or credit--banks, “small-loan
companies, credit unions, and retail stores--but be aware that costs vary from
place to place. BQiore making a final decision about applying for credit or a

an, shop around ahd decide which lender offers terms that best suit your own
situation. ®

ESTABLISHING YOUR CREDIT RATING |

K]
There are several ways to establish and maintain your 0#2 credit rating. Since
individual needs vary, you may find that some are more helpful to you than others.
You can pick and choose one or more of the suggestions below which best apply to
your circumstances. : \

‘If you are divorced, taking on responsibility for jointly incurred\aebts wﬁil
‘indicate that you are nancially dependable. )

-

T~ - Get a full-or part-time job. After you have worked for several months, take
steps to establish a good credit rating. Be aware that you may have to be
employed for 3 12 months before you can qualify for a cash Ioan or other
types of credj pending on the lender. | \

Open a checking account in your own name. If you are married and have a joint

account with your huysband, open a second account underNCOur name only. Be sure
i dgt to overdraw as this informatiom will be recorded and will adversely affect \\\‘
‘your credit rating. 3 c

Apply for a "ready check' or '"overdraft" account with your bank in your own ~
name. . You don't necessarily have to use it, but the fact that you have been “\w

accepted will be recorded in your credit file and will be to your advantage
if you later need otha; types of credit. .
/ ¢ \

Apply for l:single-purpose credit card (é.g., department store, gasoline) even
- If you initially need a co-signer. Later you can pake a change and have the
' account in your own name. J
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Apply for a charge accogpt in your name with a local store. If you are married,
be sure you have your oWn account number and are not just listed by your name
under your husband's account number. Otherwise the record of your payments

wil]l go into his credit file, not yours

Apply for a multipurpose credit card, such as American Express, Carte Blanche,
- and Master Charge. Again, you don't necessarily have to use it, but the fact

that ydu have been accepted will be to your advantage when you apply for

other types of credit.

Borrow cash from a bank or credit union. You will probably need a co-signer

initially. If you apply for an installment loan, make a large downpayment

and then pay off the loan according to the/;erms of your contract.

Pay for the purchase of furniture, a car, or a major appliance on an install-
ment plan through the dealer if you don't want (or can't get) a direct loan
from a credit union or bank. You will probably need a co-signer the first
time you apply for such credit and pay a higher interest rate, but you will be
offered convenience and service in return.” And the record of how you pay off
your loan will go into your credit file.

Borrow money from a consumer finance company if you neék‘"instant" funds or
don't qualify for a lower cost loan. These companies take greater risks
and usually offer faster service than do banks or credit unions, but they
must charge a higher interest rate to prote¢t themselves.

WHAT IS A CREDIT ANALYSIS?

The decision to grant or not to grant credit and loans is based on sound credit
analysis. Your application and interview will furnish most of the needed informa-
tion to the lender.

In a credit analysis, Qhat will be considered?

Your personal qualifications such as character and reputation.
. Your income, which measures your ability to repay, will be checked for:
Size>-Can it '"carry'" the loan you want? .
Stability--Is your income reasonably assured and condng from a reliable
source? :
Your overall assets--In other words, what you own.

Your professxon-~What type of job is it? Some are considered more "risk- prone"

. than others in terms of loan delinquency and nonpayment. How steady a worker
# aye you? How long you have been on the job and whether or not you are a "job-
hopper" will be considered. ¥

Your credit rating--How prompt were you in previous paymgnts? What does your
credit report say about you? How do you stand as far ag your proved '"willingness
to repay' is concerned?
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Your type of residence--Do you own or rent? How long have you lived in your
current location? (Frequent house-hopping may be held against you.) '

Your purpose for borrowing--How sound is it? poes it fit into long- range goals
and plans, or is it just a whim? '

These and other factors are weighed by lenders when they decide whether to
accept or reject your application for a cash loan or other type of credit.

For example, assume that two people are applying for similar loans. Several
factors would be weighted in each case.

Person A:  Has an income of $16,000.
Held three different jobs last year.
Has several sizeable charge accounts with payments overdue.
Changed residence three times in the last two YOars.

Person B: Has an income of $10,000. .
Held one job for the last five years.
Has only a small outstanding debt.
Lived in the same residence for the last six years.

Alt hough 'Person A's income is larger, it would probably be concluded that Person
A is a greater credit risk than Person B, who is more dependable.

At first you ﬁay ﬁeed“a co-signer to obtain a loan or credit. Pay off the .
original debt promptly and then reapply for credit and insist, on the basis
of your proven income and willingness to repay, that you do not need a co-signer.

-~ Also realize that if you are asked to co-sign the note for a loan, you should
think it over carefully! You will become responsible for the repayment of a
loan, and you will have to pay off the loan should the person you signed for
default. Be sure you are prepared to take on such a financial burden.

"~ WHO ARE THESE PEOPLE WHO KNOW SO MUCH ABOUT MY CREDIT RECORD?

Credit-reporting Agencies

CREDIT BUREAUS are reporting agencies that receive and file records of
credit transactions. If you are over 18, the chances are that you have used
credit sometime. Each use is recorded in your file at a central credit
bureau. When you apply for credit or a loan, the lender usually asks this
bureau for a report on you. The lender will want to know how promptly

you have repaid other loans. Your credit file will show your record of
payment (any overdraft or default), and will indicate whethe? you might be

a good credit risk.

Greater mobility of consumers, changing family patterns, increased standards
of living, and consumers' demands for more and quicker access to goods and

services have increased the need for computer-stored, reliable information
about individuals. ‘ . :

| | | .48 ,
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Credit bureaus do not make decisions, they only process information and
make it available %o credit grantors. The lenders then make decisions

R according to their individudl standards, and based in part on the information
the credit bureau has given them. The final decision will be influenced
by your paying habits, how much debt you have outstanding, minimum income
requirements, your length of time on the job, your residence, your type of
job, and other similar considerations.

Who Are the Customers of Credit Bureaus?

\

By law, only thdse who have a legitimate business need for such information,
e.g., department stores, banks, savings and loan institutions, retail
merchants, and modtgage companies.

Reports on consumers and 1nfqrmation services can be divided into twc
categories. Some companies issue both types of report, some only one.

1. Credit reports deal strictly with financial information and are issued
by credit-reporting agencies.

2. Investigative consumer reports to insurance companies, potential
employers, andothers contain information dealing with personal habits
\ and behavior, character, and general reputation They are issued by
2 investigative reportinf agencies.

What Information Does My Credit File Contain?

Your credit file contains records of credit transactions you engaged in:
opening or closing an account, making prompt payments or being consistently
late, fulfilling a contract or defaulting. Information from the public
records, such as a contract suit, a judgment. a tax lien,.or a bankruptcy,
is also recorded in your file.

In order for you to take advantage of the credit market, it is important
thit you have a good credit rating. The better your financial record, the
better your chance of qualifying for credit, charge accounsjj and loans.
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YOUR MONEY MATTERS ,
Coping With Credit - UNIT IT FACT SHEET #¢

HELP! I'M IN DEBT! WHAT DO I DO?

Increased cost of living, buying now and payingllégét, greater expectations
and higher standards of living, and sloppy buying habits have all contributed
to the fact that an increased number of individuals and families are finding
themselves in financial difficulty.

If you are in debt, feel that things are gettin;\th of control, or feel that you
are heading for bankruptcy, don't despair. There are still Several choices
available to you.

Getting consolidation‘(oan--from a bank, é}editfﬁhign,'or finénce comparny.

Using a coysaner credit-counseling service. f N4
. ’ i
Speaking to your creditors yourself.

‘CONSOLIDATION LOANS

. Nith this type of loan, you take out one large loan to pay off your various out-

standing debts yourself. The single payment on the new loan is smaller than the
total of the other payments each month and it is easier to keep traek of one debt.

A consolidation loan stretches out your payments oVer a langer period of time,
however. You still pay the whole amount before you are debt-free, and the longer
time involved means that you pay more interest.

The danger of a consolidation loan is that you might forget how much you owe
overall, and think that you can take on new credit obligations because your
existing payment seems so '"small." °

CREDIT-COUNSELING SERVICES . " -

These agencies help individuals and families that are in deep financial trouble
to budget their money. Many of the counseling centers are financed through the
lending industry and the charge to the consumer, if any, is nominal. Be wary
if a regular chargg--a percentage of your debt, for instance--is involved.

A counselor will study your financial! situation dnd make suggestions for better
money management. " If necessary, he/she will speak to the lenders and explain
your situation. Often he/she will be able to get agreements from these lenders
to pay off the loan in smaller installments over a longer period of time.

Working with a consumer credit-counseling service has many advantages:. It can:
+ Lessen your worry:

Help you avoid harrassment by creditors.

&~
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Teach you discipline and fegularity in paying bills.

Preveant bankruptcy. b}

When you decide to use a counseling service, you will sign a contract, usually’

covering two years. You agree not to take on any more debt and to send all

credit cards back to the creditors. A money management plan is drawn up and pay-
‘ment arrangements are made with your creditors.

ecessary, the tounseling center will make your payhents for you from an
agreed-upon sum and send them every month. If you fail to follow through
wéth your regular payments, the program will be discontinued.

SPEAKING TO YOUR CREDITORS™

Speaking to your creditors yourself and renegotiating your debts will require
cffort on your part, but it might be your best option. You will. need to:

L

Know your dependaﬁlg\incomel '

Know your -fixed, predictable expenses--rent, insurance, etc., including
payments on debts. :

Estimate flexible expenses--food, recreation, clothing, transportation.

Plan for medical care and for bossible emergencies.

When you know what you can and will pay, speak to the creditors about making
your payments smaller and extending the loan over a longer period of time.

Most will agree to make adjustments if you show that you are sincere and willing
to pay. . ‘

'Be sure that you have any new agreement in written as well as verbal form, and

then stick to it. Remember, your record of financial responsibilimies will
‘influence your ability to get credit in the future. T

The worksheet "Evaluate Your Credit Status" on the following page will help you
in analyzing your current debt situation.
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EVALUATE YOUR CREDIT STATUS

This worksheet will help you analyze your current debt commitments (not counting
your mortgage). The average family should not commit more than 20 percent, 17 percent
is better,of total take-home income to loan payments. If your family is larger than
average, you may need to keep loan commitments even lower. Fill" in all blanks that
apply, to your current situation.

AMOUNT — ~MONTHS LEFT — WONTHLY
PURPOSE OF LOAN STILL ONED SOURCE APR TO PAY - | PAYMENT

Car

Cheeking Account , ¢
" overdraft plan -

Credit Cards

Educational debt

Home Improvement \

Installment loans
(bank, stores, credit
union, finance co.) .

Passbook Loan

Store charge
accounts
\

.Y

Other (Insurance, ‘ - )
airline travel, etc.)

| [
1 )

/ l" :
~ * Annual percentage rate . Total monthly payments $

Monthly take-home income § Divided.by 6 equals $

‘If your total of monthly payments is larger than 1/6 of your monthly take-home income,

. you have about as much credit debt as you can easily carry with your income. Beforg
using more credit, try to eliminate some of the debt shown above, especially those with:
the highest APR. 1/6 of your monthly take-home income is about 17 percent. _
(Adapted from 'Consumer Views", May, 1975, First National City Bank, NY)JR7S
O!stributed by N.J. Cooperative Bxtension Service, P.0. Box 231, New Brunswick; N.J. 08903

o
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BUYING A CAR ON CREDIT?

A

Before You Sign on the Dotted Line.

Do you know that owning a car can cost as much as 20% of your total budget?
If you take out a loan to pay for the car, your creditor will charge you for
letting you borrowhis or her money, thereby adding dollars to your monthly
payments. ‘ . , .

[ J

CREDIT TIPS TO KEEP IN MIND :
( ’

Credit means borrowing someone else's money. Interest is charged for the
use of money. Charges will vary and depend to a large extent on:

- age of car. ‘ )

- who is lending you the money and for how long.

- your ¢redit rating and your present circumstances.

- type of loan.

- legal limits (vary with different types of lenders).

The longer you take to repay a loan, the mor®e it will cost you. Some experts
suggest that you borrow for as short a time as possible. Twenty-four months
is a long time for paying off a loan; .yet today it is often necessary for
families to take out a 3- or even 4-year loan because car prices are. so high.

Try to have a downpayment of 1/3 to 1/4 of the total sum without borrowing?-

Read your contract carefully, never sign one with blank spaces, have everything
in writing, and ask about any term you don't understand. Oral promises are
usually worthless. You have the right to ask for the contract so that you

can study it. , - ,
If you buy from a private seller, contact the Certificate of Ownership Bureau, -
Division of Motor Vehicles, to make sure the title is clear, with no loans

attached. B

WAYS TO PAY FOR YOUR CAR.
- : * Caeh is the cheepeet and easiest way.
* Cash down, the rest on credit -
Credit in the'form of monthly installments--you borrow the difference and

repay the lodn over a definite period of time--12, 24, 36 months. This
is the standard method of payment,

& . | ) . . !
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3

« ckedit in the form of a single payment loan (from a bank)--You borrow -the
difference in one sum, pay the dealer for the car, and .repay the whole
‘loan at a specified time in the fukure.

-

o Y _‘t?:
. .  : .
~* Borrow cash for the downpaymbnt, the rest in installments - .
Occasionally the downpayment is borrowed from a small boan‘comoany-and‘thé
~balance from the dealer. This is not recommended. You-are left with two
loans at.high interest rates. N

NITH-INSTALLMFNT LOANS, REMEMBER:

JUner the terms of an installment loan contract you_ will haveé possession of
the car you are buying, but the institution lending you the money will own the
car until the final payment is made -

You promxse to:

pay off the loan on time each month. '
carry collision insurance as long as the loan is outstanding (if applicabile).
inform the lender of .change of address.

not sell.the car without the lender's permission.
be responsible for all damages

Read the fine print If you don't meet your regular payments or if you breach

any other clause in your contract you may be subject to: . .
Acceleration: The, entire amount of the outstanding loan comes due at once,
With a $3,500 balance. this can mean trouble for the consumer,

Repossession: Car is taken and offered for sale at a public auction by the
holder of the loan. You still owe ahy unpaid balance not covered by the
resale and other expenses, e.g., repossession, lawyer's fees, and court
costs. On the other hand, if the car is spld for more than the amount of
your debt, you may be able to recelve a refund for any possible surplus.
’ . y N \ [ ) (S
'SHOP ARbUND EOR’ THE .BES’!‘ CAR'LOAN —— The'sé are sorie Options:

{

Credit Unlon loans atre only ayallable to members, 9-12 percent interest rates
on 1nstallment loans heen :

a!ings Bankgj Savings and Loan Associatidhs17Commerc1al Banks offer passbook
loans. -These are available to holders of savings accounts up to the limit of
the money in the passbook The cost "is usually I-2% above the interest rate
paid qn the savings accdunts. '

s .O ) vy

-

L -
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»

Commercial Banks also offer installment loans which are available to..people with
good credit rating; 9-12 percent. : <

) o

Car Dealers ate copvenient and offer loans amrd insurance coverages. They can be A
comparatively expensive, as the dealer usually sells your contrgct to'a bank or .
sales finance company which then takes care of loans, bookkeéping, and collecting

of monthly payments; (up to approximately 24 pércent). It might be wise to
compare their cost for insurance coverage with the costs of your own insurance
carrier before making a decision. " '

-

Your Life Insurance Company offers low-cost loans. You can borrow up to the
cash value of your poliey; if you die before the loan is paid back, the amount
owed will be deducted’ from the face value of the policy; 5r6'bercent.

Small Loap Company.. Loans can generally be obtained more easily than from other
sources. Limit--$2,500; comparatively high interest: 21.7-24 percent. (N.J. 1979)

Secondary Mortgage Companies are finance companies whidh/offer secondary mortgage
loans to consumers; 15 percent interest rate. Note: a lien is put on your home
(legal right to have the home sold or appLied'toward payment of the loan).

All rateg,mentioned-atﬁ;aﬁbroximate and stated on a yearly basis. .

- N % 0 N ~
CREDIT LIFE INSURANCE ‘ ’

Ask yourself how much life insurance you have. In the eveht that something
happens to you, would your family be able to pay off an outstanding loan and
still. have ‘additional funds available? ‘ 7 A

.
-—

If not, credit life insurance may be one item you would want in your eredit contract.

. | .
’

- Ingcase of death of the owner of a credi®®life insurance policy, this type-of

insurance would pay off the unpaid balance of the loan.

' Serioysly consider it when you take out a loan if your family is not covered

by enough insurance. This type of decreasing term insurance might be the "best

bargain around.'"* ' ‘

~

REMEMBER : . R

Shop around for your car loan and f@% insurance. You do not have to buy car
insurance where you finance the car loan.
New Jersey law now holds the lending agency as well as the dealer responsible
if you have legitimate complaints. ' * : '
You might be offered a contract stipulating small monthly payments for 23
months witia large "balloon'" payment required as the last payment. The
small monthly payments might sound tempting, but consider your personal
financial situation before entering into such an agreement.

. A ,

. ‘ , ' 4
. i - g f |
By law, you need to be told whether or not credit life insurance is
required and the cost involved. :
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. CREDIT PROTECTICN FOR CONSUMERY

THE CONSUMER CREDIT PROTECTION ACT 4/

A comprehensive law, the Consumer, Credit Protection Act, went into effect in
July -1969. It is described as "an act to safeguard the consumer in connection
with the utilization of credit by requiring full distlosure of the terms and
conditions of finance charges in credit transactions or in offers to extend
credit; by restricting the garnishment of wages; and by creating the National
Commission on Consumer Finance to study and make recommendations on the need

for further regulation of the consumer finance industry; and for other purposes."

TITLE I: THE TRUTH IN LENDING ACT

This Act, primarily a disclosure law, applies to any personal loan under $50,0

where there is a finanee charge involved and to any transaction where repaymenE '
by the consumer is in more than four installments. The lay does not set a "
ceiling on interest rates, nor does it have anything to do with how much you .

Pay in interest. (Interest rates are regulated by each of the individual states,
which usually determines a maximum rate that can be charged.) This law does' make

it easier for qualified applicants to compare various interest rates and to )
"shop around" for. credit. ' . ‘ , ' o
‘Lenders must state the.annual percentage rate charged on a loan. Before the truth

in lending law was passed, finange charges could be'stated in a variety of ways, .

which made cost comparison difficult and confusing. | ’

The [¥w deals with two types of credit: .

Open-end Credit. (e.g., department store charge. accounts and gasoline credit
.cards.) ‘ ' ‘

The law requires that.the annual percentage f&te (i.e., 18% annﬁally)‘and
o - the monthly rate (i.e.,.1.5% monthly) charged on open-end credit .accounts
(charge accounts) be clearly stated. You must be told on what balance the
rate is. charged, so that a comparison can be made. '
A _ |
Finance charge based on previous balance i$ the most expensive tou the

consumer -because it does not take into account any amounts paid after
~your last mdnthly balance. i :
tnteresk‘mhy also be charged on an average daily balance.
. 'Chargeg'based on an adjusted balance take into consideration how much
. You actually owe, and the dates on which you have made payments. This _
. . 1s the fairest way of computing interest.
14
: 56 »
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' o |

- R .
The lefider must send you a month]y statement giving you &ll the informa-
tion on your account as long as the account is active. :

v -
Closed-end Credit. (e g., installment purchases, where the total amount,
number of paymentgs, and date due are qucified’in the contract.)

The lender must dti}lose all the cos&s of credit, including filing fees,
simple "interest, ald credit life insurance, if the latter is required.
This infermation must be stated in two ways:
" ’ ) . N ’ .
As an annual percentage rate--e.g., '"Annual Percentage Rate: '8%."

As a finance éharge, in dollars and cents--'$400."
-« The lender- is %lso required to tell the consumer:
The cash price--e.g., "Furniture: $2,200."

Thevdeferred<pgyﬁentgpricq (cash price plus finance charge)--'"Furniture
($2,200) plus Finance Charge ($400) totals $2,600."

If credit life insurance is required, the premium costs must be included’
in the finance charge and in the calculatig:)pf the annual percentage
rate. ' N . ®

«

{
It is to your advantage to ask the total cost of credit early in the iﬂ%er-
view. All of this information and more has to be (given to 'you before you
'sign a credit cohtract. Don't be content with beihg told how "Tow" the
monthly payments will be! Before you $ign the contract, be sure you kfipw
what'the annual percentage rate will be and what the total cost of credit
in dollars and fents will amount to over the time span of the .contract.

Credit life insurance can be very valuable. If you die, the insurance will pay

off the remaining balance. en obtaining such insurance is a prerequisite
of getting a loan, you must be informed. The law also requires that insurance
premium costs be includeﬁbiggtﬁﬁ finance charge and not be hidden- from the

consumer. Credit accide surance is also available. . 7

. -
TITLE fI: LOAN SHARK ACTIVITIES
. + , -
The law calls these"ExtOrtionateClgdit:Transactions," and has made it illegal t¢'
collect credit by extortionate means--that is, use of any kind of direct or implied
violence or other ¢riminal means to cause harm to persons, property, or reputation.
It ig ill'egal to make or finance extensions of credit using threats and extortion.
_ —~

TITLE III: WAGE GARNISHMENT . \ (i ‘{
- - ' P B ]

Garnishment is defingd as any legal or,equfiab procedure through which a certain

amount of money is withheld from a person's sdl ry to pay off his or Her creditors.

Arbitrary wage assignments by employers are 11legal and wages can be withheld by
vourt order only. ™ : . . g

o3 K '
v’ Lo~ N\
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'

;n‘u:. V: CREDIT CARDS

This amendmeht, which regulates credit cards, became effective in 1970. A credit
card is not walid until you have signed it. If the card is lost oY stolen, you
can be held responsible for only $50 of the charges made by someone else. You
are responsible for that only until you report that the card is missing. So
repart .its loss to the lender (gasoline company, department store, or agency)

~immediately!

In order to hold you responsible for unauthorized charges on ybdr credit¢§ard, the
creditor must provide a means of positive identification (signature, fingerprint,
or picture) and he/she must prove that the. charges in question were madb before
you notified him or her of the theft or loss. '

. TITLE VI: THE FAIR CREDIT REPORTING ACT

This act, which became effective in 1971, regulates both credit and investigative
reporting agencies and their users. It also regulates the consequences for the
consumer of such reporting,¥ilt was primarily designed to protect consumers
against false or inatcurate reports about them, against the results of such
reports, and against the use of any reports by firms or individuals with no
legitimate interest. @

There is a need for fair and accurage credit r orting. The lending industfy
depends upon such informatign. An elaborate y?gtem has been developed for
investigating and evaluating the credit worthiness, credit standing, credit

- capacity, and géneral chargcter and reputation of the consumer.

There is also a need to ensure that credit-reporting agencies exercise impartiality
and respect for the consumer's right to privacy.

The Fair Credit Reporting Act regulates to whom the agency can give the information
in your file. It limits to seven years the time adverse information can be used,
though in the case of bankruptcy, this period can be extended to 14 years.

If an adverse report has played a part in a decision 'to deny you credit, insurance,
or unemployment, you must be¢ notified that you were rejected because of the contents
of the report. You myst also be given the name and address of the credit-reporting
agency that supplied the report. : :

You can then request that the agency giée you the natdre and substance of all the
information on your credit record. This disclosure has to be made to the consumer
either personally or by telephone.

‘The credit bureau must provide .trained personnel to furnish the requested material

and to answer any questions you may have. You then have three options:
. ~ ki .

Agree that the information is correct and accept it as it stands.

If you believe that the information is incorrect, you can ask that it be
rechecked and, if incorrect, that it be removed from your record. .

Xy _ 1
o o ~
. N

) j
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In a case that cannot be resolved, you can f}do a 100-word statement
telling your side of the dispute that will be added to the record. (For
instance, "I did not pay because the merchandise was faulty and the seller
refused to make adjustment.") Then when a user asks for a report on you,
he/she is informed that you have disputed your stored credit information .
and that your statement.is available upon request. \
s )
Even if you have not been denied credit or a job, you can ask to be informed .
about your file.-for a reasonable fee, though.

TITLE VII: EQUAL CREDIT OPPORTUNITY. ACT

Because this act is so significant and deals with so many facets of credit
‘discrimination, it is dealt with in a separate fact sheet. e

<1
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- .
 TATLE VII: EQUAL CREDNT OPPORTUNITY ACT

‘ /

Credit is a part of life for most of us at on@ time or another, 0 either
necessity or convenience. But, women, minorities and the elder y hAve often’
been denied credit on the assumption that they are not good credit risks.

e -~
‘To stop this from happening, Congress passed the Equal Credit ‘ortunity)Act.
This law became effective in 1975, with subsequent regulations taking effect
as late as 1978. It states that there is a need to insure that the various
financial institutions and other firms engaged in the extension of -credit
exercise their responsibility to make credit available with fairness and
ippartiality.

Most importantly, the Act makes it unlawful for any creditor to discriminate
against any applicant because of sex, marital status race,gnational origin,
religion, or receipt of public assistance su¢h as sd‘iaI*Secu ity or aid to
families with dependent children.

A , .
This Act applies to all who regularly extend credt, incl
companies, department stores, and credit card issudxs.

ing banks, finance -

WHAT YOU SHOULD KNONW:

) : . Y ,
As of June 1977 creditors who provide informatTén to credit bureaus on how you
pay your bills must let them know both names on accounts you share with someone
"else (if you both use an account, one or both are lipble for it). For accounts ‘
opened prior to this date, the creditor has to"send {you a form asking if you
want the credit information provided in both names. “If you're a married woman,
it is important that you fill out this form so you have a credit history of your —
own. :

CREDITORS MAY NOT:
Ask about your birth control practices or child-bearing plans and assume that
because of your age, you may drop out of the labor force to have a baby,
causing an interruption in income. Creditors may, however, inquire as to how
you plan to handle your finances should you become pregnant.

Discount income from part-time employment, as long as the empﬂgyment is shown
to be reliable. "

Deny separate accounts to each spouse if each applies separately and voluntaril&.

accounts. Use of titles such as Mrs., Miss, Ms., or Mr. is optiohal.

Prohibit use of birth-given first names and surnames in opening‘Q; maintaining
P4

¢
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‘ . Use unfavorable information about an account you shared with-a spouse or
former spouse if you can show that the unfavorable histbry doesn't accurately
reflect your willingness or ability to repay. -

Discourage a potential applicant for any reason.

CREDITORS MAY:

Request and consi?er information about an applicant's spouse only when the
spouse is to be liable for the account or when the applicant is relying on
the spouse's credit worthiness or income.

Ask to what extent an applicant is relying on alimony or child support.
Maintenance payments must be considered as income to the extent that these
payments are likely to be consistently made.

Ask questions about your spouse only when your spouse will be using or will
be liable for the account, or when you are relying on your spouse's income or
property to help pay back the loan.

CREDITORS MUST: .
*
. Inform you as to whether your application was accepted or rejected within 30
days of filing it.

Give ydu specific reasons for denial of credit either orally or in writing.
These reasons cannot be vague or indefinite such as '"You didn't meet our
minimum standards,'" or "You didn't get enough points on our credit scoring
system."

SOURCE OF ADDITIONAL INFORMATION FPR CONSUMERS

Office of Consumer Affairs in your area '

Federal Trade Commission Regional Office in your area

(
N
I~
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SPEGIAL PROBLEMS WOMEN MAY HAVE

Since women frequently play many roles during their lives, unlike the fairly
continuous professional role played by most men, they may encounter difficulty

-in establishing their own financial identity and keeping it throughout 1ife.

For example, although now 111ﬂ¥81 (since the passage of the Equal Credit Opportunity
Act), many women feel that theYe is still subtle discrimination against them when
they apply for consumer credit or mortgage loans. Such discrimination is based
mainly on assumptions that women are poorer risks than men. Remember when apply-
ing for credit that the general considerations for granting credit (credit

criteria) include size and stability of income, past credit record, type of job

held by the applicant, and length of time at current address.

The difficulty is that unlike men, women have tended to move in and out of the

labor force while raising children. After marriage, most women change their
surnames, and, financially speaking, lose their independence. Also, salaries

for women have often been lower than those for men, and women have not tended to
hold jobs at professional levels equal to those of men. Thus, general circumstances,
alone may prevent women from obtaining credit and having their own financial
identity, .

The following information will show you how receiving lower or less stable incomes
poses credit problems for women returning to the work force after many years.

For example, in 1977 the median income for husband-wife families was $17,616.
For women who are the head of a household it was $7,765, while for all women it
was only $4,840. This disparity in income immediately affects the amount and
type of credit available to women. -

HOW SOME CREDIT PROBLEMS DEVELOP

/

Starting out:

Both men and women who are 18 years old, single and working, will need a
co-signer to obtain credit or must offer collateral for a loan. They have
no established credit rating. The co-signer will most likely be a parent.
T?e collateral offered for the loan will be money saved in a savings account.

-

Continuing to Work:

If both the male and female contTdue to remain single and to work, their
circumstances will often improve, depending on stability of job, size of
income, and past credit record. This group of consumers (either sex) usually
does not have difficulty obtaining credit if they have a good payment record.

’ - . ‘m
6e -
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en a man gets married, his credit status remsins thd same as he continues
to work and improve his job status. Many times he establishes additional
credit ratings and financial stability by setting up accounts and deeds in
his name only. For example:

Car loans and other types of 1nstallment credit
Personal bank loahs

Charge accounts

Family insurance policies--home, car

Property

As women become more sensitive to the area of joint financial decision
making and to take on responsibility in this area, the situation wil] slowly »
change for the betterment of the entire family.

( As far as the woMan is concerned, when she gets married, she can lose her
financial identity if she only uses her husband's name and credit accounts.

[f she continues to work and to help pay the bills, she should make every
effort to maintain her own credit and financial identity; that is, she
should:

keep some charge accounts in her oWn name. -

have her own savings account in addition to a joint one.

apply for a car loan in her name only.

make sure that she uses and is co-responsible for the accounts.

Before the law came into effect, the fact that Mrs. John Dubb had a credit
card under the name Delores Dubb was not enough. This was often & '"courtesy
card" with the account number in John's name. Thus, all credit information

, was recorded in his file, reinforcing his credit rating, even if Delores
paid the bills and kept the budget.

Now the law stipulates that if both husband~and wife are using the account
and/or are both liable for it, the information will automatically be reported
in both names to the credit bureau.

Unless a woman has her own account number, no information will go into her
credit file. She would be wise to check with the credit bureau listed in
the yellow pages under Credit Reporting Agencies to be sure that her credit
transactions are not being automatically recorded in her husband's file.

The lending officer makes the final judgement on whether you will get a loan.
The lending officer's preconceptions about women and credit and his or her

¢ extent of confidence in you can affect his or her decision to grant you the
e . loan, : ™ ‘

I"“\\*\‘
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When there is a divorce, the situation for the husband is frequently as
follows:

Divorce

Credit status is generally unchanged by the divorce.
’

Circumstances may be generally improved, depending on stability of
the job, size of iffeome, past credit record, and alimony and child
support payments.

-. Change of job and/or regidence may cause temporary difficulty in
obtaining credit.

For the wife, a divorce could mean that she:

May have to start at the same point as an "18-year old," with no
credit and financial identity. .

May not be regarded as having a steady income if the alimony payments
cannot be proven to be regular.

May not be paid as much as a man fdr the same work (restricting
available credit as a result).

May not have worked and lived in the same place long enough to
qual#fy for credit.

Death of Spouse

»

For the husband, it can mean a generally improved credit situation depending
on stability of job, size of income, and past credit record.

: e
For the wife, it often means that she: .

Starwé over with no credit identity, although there is no '"legitimate
reason" for this now, since the ECOA stipulates that accounts used by
both parties (or for which both are liable) are being reported in both
names to the credit bureau. This establishes a wife's credit rating.

+ May stop receiving her husband's pension unless it sgccifically has a
- survivor's benefit clause, and then it might be substantially reduiced
- from what it was before his death. , ‘ '
May not have sufficient work experience or have lived in the same place
long enough to qualify for credit.
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M [ ]
Senior citizens (both sexes) do not find it easy t® obtain credit (although
discrimination is now illegal) rbecause of their lower earnings, even if
they were good financial risks all their lives. Yet for safety and con-
venience reasons (e.g:., travel), they need credit cards and other types of

accounts. -
™~

A CHANGING ENVIRONMENT -

Women may find it especidly necessary to be vocal. Many states have new and
revised laws with regard to women and coneéumer credit. Regulations which réhuire
lenders to include the wife's income in calculating the amount of mortgage a
couple can handle are becoming more common.

The social environment is changing, but such changes occur slowly. As women's.
views of themselves evolve, as they participate more fully in the work force,
and as their participation is seen in a new perspective by those observing them,
instances of discrimination will be less common and women will be seen as full and
equal participants in the labor force as well as in the home.

But unless those affected by new laws make their opinions known and insist on
enforcement, such changes will have no great impact. Consumers who feel that
they have been ‘subject to discrimination when applying for credit have recourse
to federal as well as to state legislation. Often problems.can be cleared up
easily and with little trouble by someone 'one step up the ladder" in the
organization to which you have applied for credit--someone who understands your
circumstances, the regulatiens that apply to your case, and the new credit
legislation. The lending industry is undergoing great changes. Many companies
comply with the new credit laws and show great sensitivity towatds women, minor-
ities, and senior citizens. But there are always exceptions, and the new policies,
laws, and implications of social change may not have filtered down to the indi-
vidual conducting the interview.

. v . -
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CREDIT PROTECTION FOR CONSUMERS ,

FEDERAL TRADE COMMISSION RULES AND YOUR CREDIT RIGHTS

Besides the Consumer Credit Protéction Act, enforced by the federal governme?f,:;
ditional regulation of credit and your credit rights can be found in the t ade
regulation rules from the Federal Trade Commission. Although they are-only rules,

t.cy are generally considered to have the force of laws.
DOOR-TO-DOOR SELLING

A Federal' Trade Commission rule that went into effect in June 1974 says that you,
the consumer, have a "cooling off'" period of three days if you buy merchandise

for $25 or more from a door-to-door salesperson, someone who sells away from the
firm's principal place of business. This applies to goods or services purchased,
.leased, or rented primarily.for personal, family, or household purposes, including
courses of instruction or training. The sale must be initiated in your home, not -
in a store, and the salesperson may be someone you have invited to call on you or
one who has arrived uninvited. This '"cooling off" period allows you to decide

if you definitely want to keep the merchandise you purchased.

Read the entire contract before you sign it, and don't leave any blanks even if
the salesperson tells you what will be written in later. Insist that it be
complete before you sign. At the time of the sale, you must be given a fully
completed receipt or a copy of the contract. Included in the contract should be
the date of the transaction and the name and address of the seller. As with any
contract, be sure you understand everything before you sign. Note that if the
sales pitch is made in any language other than English, the contract and written
explanation must also be in that language. |

Right to Cancel:

The most important provision of this FTC rule states that you, the buyer,
have the right to cancel the sale at any time prior to midnight of the
third business day after the date of the transaction. This must be
clearly stated in the sales contract, and there must be an easily -

~ removable form attached for cancelling for the consumer's use.

If you should decide to cancel, you must mail or hand deliver the signed
and dated copy of the cancellation notice or any other type of written
notice to the seller. Remember that it must have your signature on it.
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There is no penalty or fee that you must pay should you change your mind
about the sale within three days. This applies whether the purchase was
paid for all at once or whether you planned to pay in installments. Any
payments you have made must be returned to you within ten days.

When you céncel a contract, you must return any already delivered goods
to the seller at your residence Make arrangements for the seller to
pick them up, at his/her own expense, within 20 business days after the
cancellation date. If the goods are not picked up within this time, you
may. keep or dispose of them without any further obligation.

Be Aware of Your Rights: ]

Look into the person doing the selling and the company he/she represents
before you sign a contract. Many door-to-door sales people are honest
and well-meaning, but some are not. If you are not sure, tell the sales-
person to come back and make some calls to find out about the company.

The Better Business Bureau cannot make recommendations, but they keep a
file of complaints and might give you some idea about companies you

don't want to deal with. Other sources of informatien are the regional :
Federal Trade Commission offlce and the Office of Consumer Affairs: N

Remember that if ydu change your mind, you still have three business
days to cancel before the sale becomes final.

SELLING .THROUGH THE MAIL:

The method, often used by book and record clubs, is also regulated by a Federal
Trade Commission<rule. The rule applies to plans where the consumer is notified
of a periodic (usually monthly) selection of merchand¥se that will be shipped
unless he/she notifies the seller not to send it. It also applies to any merchan-
dise that is advertised in newspapers, magazines, catalogs, etc., and must be
ordered by mail (e.g., novelty itogg, wearing apparel, magazines, nursery itemsf’

Shipment of Goods:

.* . The seller must be able to ship the merchandise within the amount of time
stated in the solicitation, or within 30 days after recelpt of a properly
completed order. ’

If the seller cannot ship the merchandise within 30 days, he/she 3s .
required to offer the consumer an option either to consent to a delay or
to cancel the order and receive a prompt refund.
. Should the buyer not answer the seller's notice of a shipment delay, the
) : " seller can consider this to be a consent to dellyer the goods within an
extended 30-day period. : , C -
Keep in mind that all promotional literature must state clearly
selling plan operates. The subscriber must be given at least LAY
in which to instruct the seller not, to mail the merchandise P ”
consumer recéives the shipment without requesting it, the
give full crodit and _pay return postage

~. . M . w

-
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- . QUIZ FOR UNIT II -- COPING WITH CREDIT -
Dear Friend, o K . L .
- ( ‘ . -

This quiz covers Fact Sheets 4, 5 6, and 7 of Unit II -- Coping Nlth Credit

- After. reading the fact sheets, you are ready to compléte the quih Feel free
- to refer to your fact sheets whenever necessary. Please foElou the quiz
1nstruct1ons and return the quiz in the return envelope *ER

Ls

Y . o r{) .‘
i " L .
! oot
¢ _ Name . ;&g .,
Address -
e " i v\ w
5 & v Z}Ap N
" 24 @ LZary
) L I S .
‘ Instructions: : ‘ ' _— : . N

» hd P a

-

This qulz contalns two types of questtons, true false and multlple choice
True-fal'se: Circle "T" if the statement is true and "F'if the statement
. *is false. - ' / :

Multiple choice: Select the best possible answer and write. "the corresponding
- letter in the\blank provided N -

&

.

\ 1) *F F *The amount of credit you can safely take on depends only on the size
. ’ : of your income. ' . )

LY

2) T F It is easy to over-buy when using credit' cards. .

T 3) T F Families who habitually buy on credit may add as much as f:;%go the
o cost of goods and services. 2 .
A 4). T F When using 1nstallment credit, the customer own$ the goods as soon L e
‘ as they dre in his or her possession. S o
5) ' .The main reason for establishing a good credlt rat1ng~1s.
a.- all your frlends have one : B
. . ‘ b. to be able to open a checking account o b
e c. employers like to see it before hiring you ‘ . .
: ~ d. it will be easier to. get a loan when .you need it most L.

oy » -
' /
B

. 6) T F .A credit bureau is the same th1ng as a credlt grantor .

-



7) <A consolidation loan ie:

a. many small debts which you have to pay

b. one large loan to pay off many small debts
c. 8& low-interest loan ’

d. a loan with a few large payments

8) T F When you use a credit counselling service, you can continue to use 6’
any of your credit cards. . '

9) T.F When using a credit counselling service, or on your*oﬁn, many creditors
will make adjustments if spoken to and convinged of your sincerity and
willingness to pay.

10) T F_The cheapest way to pay for a car is to fxnance¥1t through the car
. dealer.

e v P -
. L)

: { : . . LI
11) T F An acceleration clause in a loan contract means that the entire balance
may come dpe at once.

12) T F All car loan contracts are the same, therefore you don t have to
,; understand what all the terms mean. .
L I . . : ’

K We woﬁld appreciate the following information to help us improve Qur serviCe'

CoL o ‘Have you used or shnZLd any of this ﬂngormatlon from the fact éheets or
. .do you plan to do so?* y \ e

. ' Yes>

1
If yes in what way? (PleaSe use reverse side of th}b ;heet fop. ur
comments )
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. *Applxcable only if thits uhit has been admlnlstered through a County Cooperatlve
9 Extension office. - If‘not. please compIete the quiz‘and retain for yoar owh ¢

. ) N

benefxt and reference
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. Dear Friend, , ! ;
o o _ .o
, _Here is the third unit of .our home-study course, '"Your Money Matters."
\ This unit is on Life Insurance. g ‘ , oy
Included in this pgcko't ‘are: . X ' ' ’ ’ ' \-
- six fact\.shootnm . g v ) ‘
P .- & glossary of insurance terms
-~ - anewquiz  ° ..
‘- - a return envelope ~' t
.= your corrected quiz from Unit II, if you returned it on time.
', (If. you weren't able to return your qui:z on time, foel free _
\ té send it to us now. We will correct'it.and return it with .
. ry the next mailing:) =~ _ -, _ .
.t » )
i;ou’o f111 out the quiz and send it to us in the enclosed envelope
~ b . We will correct it and return it with
. the hext malling in approximately three weeks. , |
\,\‘\(‘ L . * Sincerely, T | | i
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, . YOUR MONEY MATTERS - - .

Planning For Protection: Life Insurance - UNIT III  FACT SHEET 19

'THE BASICS
THE CONFUSION OVER INSURANCE

The variety of insurance policies and plans available, the different names under
which they are written, and the differences in costs involved confuse many consumers.
Many also do not understand why they need life insurance. And, if they carry
insurance, fhey are never sure if they have bougf too much or not: enough. They
want information aboug the differences so they can buy insurance tailored to their
specific needs. Whether married or single, consumers want 1nsu§9nce programs that
offer protection and dow cost. ~ L
The right kind of insurance plan for an 1nd1v1duaﬁi;hould‘take«into account the
number of dependents, the ages of various family members, the policyholder's .
income, and how it is earned. It should also Jook at the beneficiary's standard
of living and future expectations. The plan should be an important part of a B
comprehensive, long-term-financial prggram which involves setting overall finan- \"
cial goals, calculating financial netiworth (all assets mings all liabiligies).
"on a'yearly basis, and establishing a regular savings progranm.

SHOULD I HAVE LIFE INSURANCE?

The primary purpose of life insurance is to protect against financial hardship
if the breadwinner's earning capacity ‘is taken away. The objective should be to
leave thq family in relatively the same economic position it would have been in
if the breadwinner had survived. This may involve a smaller ampunt than the
income .when he/shé was alive, because his or her own self-maifntenance costs
“will no longer be included. It is.also wise-to consider ‘the element of possible
; inflatijon in the cost of\living. Savi%fs.features {P‘ﬁfd gehgxally be of
' .segondgry oncern. . .

-

: \ , . , .

' Eighty perc of all adults in the United States and 91 percent of.all families  °,
have some form of 1ife insurance. Research shows that most consumers find owner-
ship of 1ife insurance important--whether to protect their families from eXxpenses

]

C r;gulting from a death, to offer income to survivors, or to provide "some savings’
A (ih the form of tangible cash value, if needed).: :
: \ i . ] ,_,J - N oY
HON DO, 1" KNOW IF I AM OVERINSURED ON LNDERINJURED? , * f, .
Vo A gpéent study shows another side: (approxihately 50 percent of the fumilges
' sirveyed werd underinsured, and ther 25 percent were overinsured. Thi's means

- thdt 75 percent of the policy holders had inappropriate insurance protection--
‘- " whether it was too much, or too TIttle.\ This is one of the more difficult prob-
lems tonfronting consumers. and their familjes. j‘~

1.:; - B . ‘: . ) r' ' | ' : a
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How Much is Enough? ¢

Depending on your family's special situation, the amount of insurance
required will range anywhere from enough to cover the costs of funeral ..
expenses, to what will provide a large, lump-sum payment at death. (This

I lump sum can also be paid,to the beneficiary as income, broken into regular
payments over a certain périod of time, until the capital is exhausted.)
/ .
What Do I Need?
Your family's needs for protection, and what you can afford to pay in
premiums should be yoar prime concern when determining which insurance plan
you should adopt, and how much coverage you need to buy. Keep in mind that
your insurance needs will undergo many changes during various stages of your
life and your family's. As this occurs, policies can be changed and adapted,
but don't alter your cowerage too quickly. Talk to your insurance representa-
tive or to a professional in the field of estate planning, and try to get
- a long-term view of what will be the most satisfactory plan for your particular
circumstances. '
) What* Can I Afford?
How much your proéection will cost you is an important consideration. You
will have to set priorities and balance them with your resources in ordet to
¢fit your payments into your overall budget plan. It is important to compare
the cost of the various insurance policies and then weigh this cost against
l your needs. * ‘
Insurancefcosts will vary because of a number of differences:
- TYPE OF POLICY--Whole life premiums are approximately three times as
\ expensive as term premiums are initially, but you'll find that term
. J premiums in¢rease in cost every time you renew. Term insurancé is
generally 'pure protection,' with no savings involved, and is usually
the least expensive form of insurance. The "purer" the insurance, the
J/ ' less costly it is. The greater the stress in_your policy on the
accumulation of a reserve, or cash value, the more expensive it becomes.
The extremes run from decreasing term at one end to endowment policies
- at the other end. ‘
; - INéUgANCE-COMPANY--There are differences in.the cost structure between
varigus insurance companies: ‘ '
. v‘ . . - .- -
.¢,_‘; ‘ s - STQ&CTURE OF POLICY--All policies, p\aﬁ%, riders, etc., are ‘not uniform
T : in hature, so this makes cost comparison between various companies
‘ difficult. I ~ Y
L] ,\. |
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SHOULD I COMPARE DIFFERENT COMPANIES?

’gﬁ certainly should! However, this is npt the, easiest thing to do. The
bast policy at a competitive price is good to have, but don't forget that
price is not the only consideration. Other factors include the reputation
and rating of the company, the ‘service give b&{xour.representatlve, and the
confidence and trust you have in them.

'

Before you sit down with your .insurance representative, you should think
through your own or your family's situation very carefully to determine the
needs you have and the sort of protecti ou want. After you've done this
"soul searching," you will be able to thlk more productively by asking your
insurance representative the right questions. He/she will be able to fill
you in on the details of differﬁ\i Plans, and together you can balance what
you need with what you can affgrd. '

-

<
. -
- »

Where Can I Get Information?

There are several sources available that can help you find out more specific

-information about the various companies and policies, A few sources are

listed below" Check your local library for additional resources.

- Kiplinger's Changing Times magazine, particularly‘the April and May
1978 issues. (Public library) =

R 4 [
- "Best's Review, e Life-Health Insurance Edition: Check the latest
edition for info {on on life insurance costs and dividend compari -
sons. (Mutual companies only) )

- Best's Insurance Reports/Life 1th, currgnt yearly edition:
Check the listings and ratimgs of)about 475 of the largest and most
prominent companies to make insujance comparisons easier for you. "
(Public library) :

- "Life Insurance Buyer's Guide'" - leaflet prepared by the Nationé‘
Association of Insurance Commissioners and reprinted by The National
Underwriter Co., 420 East Fourth Street, Cincinnati, Ohio.

- "Guide to°'Life Insurance for College Students' - leaflet prepared by
the New Jersey Department of Insurance.

Remember that every year companies change dividend scales and insurance
portfolios. .
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How Can I Compare Life Insurance Costs?
There are two methods in comparing costs:

- "INTEREST-ADJUSTED" METHOD--This method of cost comparison takes into
consideration three basic elements that influence the cost of life
insurance: the premiGms you pay, the dividends you receive, and the
cash surrender value your policy builds up. It applies an interest
factor which takes ‘into consideration the time value of money. The
time value of money is the value that money will have over a period of
time when it' is put to use to earn interest. This then provides an
index for comparing the cost of policies of the same type and size at a
fixed point in time.

This method is considered a fair method of computing costs of 1ife
insurance by the National Association of Insurance Commissioners and
the insurance industry. - ,

- TRADITIONAL "NET-COST' METHOD-- This method compares the actual cost
of premiums over the years, while taking into consideration any dividends
received and the cash value built up. It is not considered a fair method
/ of calculating cost by many because it does not consider the time value
of money. While a'policy #hich ¢s explained under this method may appear
to be inexpensive, it actually costs consumers more because their money
might have earned interest had it been placed in a savings accoynt.

WHAT SHOULD I-CONSIDER?

The following list may be helpful as you think about your own circumstances, needs,
and aspirations. It may . help you prepare a listyof goals and questions for your
insurance representative. They are questions you should ask yourself as you begin
deciding what kind of insuranee coverage you want and need.

!
What are my overall assets and liabilities? How much of my income can I
< reasonably expect to be able to pay out in insurance premiums?

How will my family's standard of living be affected by the death of any
family member? Ask this from all points of view for each' member of the
family. For example,. the death of a "nonworking" grandmother who takes
care of her grandchildren while both parents work might mean that the family
would be faced with child care costs. :

How much cash is needed simply to cover funeral expenses for any family
member? How much money is required for medical bills, or for outstanding
debts, such as mortgage payments or car payments? Where will that money
come from? '

(
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How many dependents do I have, and how old are they? How do their

ages affect the kinds of protection each will need in case of my death
or my inability to continue earning money? This may include child care,
education costs, or hospital ‘and nursing care. :

. What incomp level will be needed to keep my family's standard of 1iving

’ at its przghnt level if the main wage earner were to die tomorrow?
Although inflation is difficult to grgject, if it fits into you financial
budget, consider a projected inflation factor. Review your. program every
few years, or whenever your situation changes. :

How much money will be needed to pay estate'taxes~—especially if there

is a large estate involved? Early consideration of this question makes it
possible to save many family-owned businesses and other small firms which
otherwise fold when one member dies.

Will additional money be needed for the education of my childreﬁ. or for
my spouse's education before he/she is able to re-enter the work force after
my death? | '

I'\

Who will care for my childrep if the person now watching them has to return
to work? How much would any necessary professional help cost?

Are both husband and wife working? If so, will the death of one spouse
be just as great a financial burden to the family as the death of the other?

What can I expect from Social Security in the evert of my spodse's death?
(Consider this for both husbands and wives.)  What kind of protection will
Social Security offer to my children?

Is there a survivor benefit clause included in my group pension plan?
Wi;L it provide my spouse with benefits after my death? (This is called
a suirvivorship clause.)

What are the estimated Social Security payﬁents to py beneficiary at my
death, or to me at age 62, 65, etc.? Your local Social Security Admini-
stration office, or a representative of your personnel department at work
can provide this information. '

' ' i
What income can I expect from my company's pension fund, and/or from any |
other retirement income I might be receiving, such as annuities?

When will my pension plan become vested? Although you always have a right
to your own contributions to your pension or retirement fund, you may

not have an indisputable claim on your employer's contribution until the
plan is '"vested,'" and your rights may be vested before you have access

to the money. '

-\J
”
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.. When I retire, how will my income level affect my ability to pay insurance
premiums? How might that influence the kind of policy I buy now?

CHOOSING AN AGENT .
You've made a decision to purchase 1ife insurance. But how and where can you
find an insurance agent?

David B. Malkin, C.L.U., director of the Life § Employee Benefit/ﬁivision
of Frenkel § Co., Inc., has some suggestions for your search. He advises
prospective - insurance buyers to interview several agents, and to make sure
that the insurance company with which they will be doing business is
-licensed in the state where they reside or work.

Malkin explains that although an agent's length of time in the business
and whether he is a C.L.U. or member of the Million Dollar Round Table are
factors in the decision, they would not be his criteria for choosing an
insurance agent.- "I would be most impresssed'", he said, "by the agent who
wanted to know more about me, my family, my goals and aspirations, and who
addressed his advice to the answers of those particular questions."

"When seeking counsel in any field," Malkin stressed, "it is the listener
that I seek and not the talker."

N

.

£pem
4o



L : . YOUR MONBY MATTERS R / o
Planning For Protection: Life Insurance - UNIT III FACT SHEET FYO-K

BASIC POLICY TYPES

" Insurance plans or policies have many different names, depending on the coverage
or combinations of coverage involved and the company issuing them. They become
easier to understand once you realize that there are just three basic types of
1ife insurance policies:

Term - considered "pure protection

-Nhole Life - combination of protection and savings
. Endowment - almost pure savings .

In one way or another, all plans are really a combination of protection and
savings elements. All plans provide protection against death. However, each
of the three basic types has its own characteristics and each is designed to do
a different job. :

{

‘TERM INSURANCE

Term insurance provides pure protection, witho savings features or a build-up
of cash values. Because term protection is temporary, the benefits are payable
only if the insured dies within a specified period of time. It is usually taken
out for periods of 5, 10, or 15 years. Premiums are lower than those for whole
life, and stay the same as long as a given contract is in force. If you wish to
renew the contract, you will be charged a higher premium, with the amo

depending on your age. Generally, you will not be able to renew your term
insurance policy after you reach age 65. Term insurance is for persons who
need maximum prdtection at the least cost. An example of this is a young couple
with children who are unable to afford enough whole life insurance at this early
stage in their lives.

Basic Structure of Term Insurance:

There are tzo basic types of term policies: ° .

Lével Term - The fgce value of level term insurance remains .the same
from the day the policy comes into force until the day it expires.

, . , , o o
Decreasing, or Reducing Term - Your coverage decreases regularly on a
monthly or yearly basis, untii it eventually reaches zero. :

. A . . .

/
- Ray a Little More - Get a Little More:

£

You can pay an extra fee to have a clause included in the contract which will
make the policy convertible to a straight life or endowment policy withqut

a medical exam. Sometimes this conversion period is shorter than the length
of the policy.  This can be seen in a 20-year term policy with a 10-year
convertibility feature. If you convert your policy within 10 years, you do
not have to. prove your insurability by passing a medical examination.

- . -’

-EBgS;M - S _ o .\ég _ . .
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§
Types of Term Insurance:

CREDIT LIFE INSURANCE - This type of decreasing term insurance is taken out
- specifically as protection to cover the cost of repaying a large loan or
major credit purchase. Incase of the death of an owner of this type of
policy, the insurance would pay the unpaid balance of the loan. The face
- value of the policy is calculated to decrease as the amount dud on the loan
is- reduced. : ' .

CREDIT ACCIDENT INSURANCE AND CREDIT HEALTH INSURANCE - Also available as
decreasing term insurance, these types of insurance are similar to Credit .
Life Insurance and insurance which would be paid if the owner were unable

to conti rking. .
MORTGA RNCE - This «can be purchased as decreaSing term, level term,
or whol e. If purchased as decreasing term, it would pay off the

.balance of %he mortgage in case of death. It decreases in face value as
the mortgage debt decreases. ‘

GROUP LIFE INSURANCE - Basically term insurance, it protects your dependents
* as. long as you are with the employer under whom the plan is arranged. -It.
covers employees of a company uynder one master policy. In most cases, this
- type of policy includes the option to convert to a whole life policy within
31 days after termination of employment.' The premiums are relatively low °
and do not differ for the various age groups within the same company. How-
ever, many people buy private insurance, either in addition to, or in place
of, the company-offered policy, especially if they are young and qualify.for
a lower premium. In many cases, people who do this are not sure that they
will stay with their present employer, and want to avoid paying the higher
premiums that would be required if they bought private .insurance later. *
Also, they.might want more protection than Ts offered through the group plan.

. -
- - . -
.
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WHOLE LIFE AND ENDOWMENT POLICIES

p;

"WHOLE LIFE INSURANCE
/Also called ordinary,lor Straight 1ife insurance, this ‘type of insurance protects
you for your lifetime as long as you pay the premiums. It 1s therefore referred
- to as '"permanent insurance." You pay & level premium for as long as you live, or
up.to age 100. The premium is calculated to remain the same through the years.

The face amount of the policy is payable to the beneficiary at the death of the
insured, or when he/she reaches the age of 100. In addition to this protection
feature, there is a s ings feature not included in term insurance. The cash
value of a whole life policy accumulates over the course of the years in which a
premium is regularly paid. Though it is not generally recommended, the owner of
the policy can borrow against that cash (or cash surrender) value, at a relatively
low interest rate. X

Cash Value of Whole Life Insurance:

The premium paid on a whole 1ife Policy remains the same throughout life,

but during the policy's early years, the policy owner pays a higher premium

than is required according to the mortality rate of the insured person's age

group. This additional amoynt goes into a reserve fund and becomes the

savings portion of the 1ife "insurance policy. In later years the premium

® - payments are lower than-the mortality rate implies. As the years go by, and
you pay regular premiums, the reserve grows (the savings portion of your
premium will”increase while the insurance portion decreases). The cash

. value will equal the face amount of the policy when the policyholder reaches

. age 100, &f'the insured lives that long.

-

Bdrrowing against Whold Life Insurance:

A policyholder can borrow against a whole life policy's cash value. If
this is done, interest must be paid on the amount borrowed because the
money does not belong to the policyholder. The money belongs to all persons
insured by a company, and the benefits are paid out from this "cash pool,"
or reserve fund. The cash value belongs to you only if you give ugdyZur
palicy. 1In the case of the death of a policyholder who has borrowed against
his or her policy, the “amount borrowed Plus the outstanding interest will be
deducted from the face value of the policy--the amount to be paid to the

beneficiary.

Li
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Variations of Whole Life Insurance:

There are some whole 1ife insurance plgmrqgmt.offor the same protection
as ordinary whole life, but the paymeni%‘are different. The poriod of time,
over which the payments are made may alsp diﬁfer ' . ”\

MODIF ED WHOLE LIFE - Prdtection here is the s as for whole‘life,
but thp premiums are lower than would ordtndri%npbd\charged in the first
few ygars. However, they will be - higher in th? yoears therqaftor

A modified whola life policy is often takendout by a person who ‘doesn't

have. the means as yet but does. have dependents he/she wants to protect

with life insurance. A young professional with young children fits into

this ;atogory. : . et -0 .

Another modified - 1life policy you may encounter uses dividends to purchase {J(‘ "

term insurance for the first year og so, combined with whole 1ife. When

the dividends become large enough, tﬁey are used to purchase additional -

whole 1ife insurance. For example, a $20,000 modified. policy is actually '
;- $14,000 whole life and $6,000 term during the first year.. Dividend$ will

* allow you to continue to purchase additional whole life insurance until
the policy becomes $20,000 whole 1ife. The premium remains the same
throughout. : '

o :‘Q '
»

k LIMITED PAYMENT LIFE - Protection is the same as for whole life. However, -
: " limited payment life premiums are limited to a specified number of years. :
The payments will be higher than those of ordinary life policies because
they are made for fewer years. But, remember that they are being made for
lifelong protection. .. -

A limited payment life policy is often taken out by people who can easily
afford high payments now because of high current income, but who have an
uncertain, or not-too-secure economic future, or who don't wish to pay
premiums until age 100.

An example of this type of policy is “25-payment life," where premjums.
are paid during 25 years, although it offers lifelong coverage. \

WHOLE LIFE, PAID UP AT 55, 65, etc. - - This is similar to limited payment
1i¥e; however, you specify the age by which the policy is to be paid up
After you reach that age, no more premiums are required.

JUMP ING JUVENILE - Permanent insurance is bo¥ght on the life of a child-
younger than 14 years old. When the child reaches 21, he/she will auto-
matically be covered by two, three, or more times the original face amount
of the policy at no additional cost.  Usually, these policies are soMl in
units of $1,000. The premium for the policy remains the same throughout
life. ‘ N
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. ] decrgading term insurance. 'This covers your protection needs while start- ' °

‘o - An Alternate to an Endpwment Policy .

Fact Sheet # 10-B ‘ o ' o, ’ T N 3.,

e ) 5 . . . R &

. . ) . * . . L ke

One advantage of this type of policy is that the parents are protectéd '
by some funds for final expenses if the child dies, and the child is--° ’4%¢ L
igaruntoed.permanent insurance for 1ife, regardless of any future illness . =~

(no medical exam has to be taken at. age 21). | . SRR I
~Jumping juvenile gpliciés are*mdst‘toﬂmonly whole life, though they ure o
also occasionally purchased as endowment’ policies’, S © -
MORTGAGE, INSURANCE - Insurance specifically intended to cover the cdsi = .

of paying off a mortgage can be bought as straight life, level term,
or'decreasing termt - . R ’ ' . o

‘ : : ’
{

_ . . . A roe ) . ‘
ENDOWMENT POLICIES" ¢ B e . o, e
L T ' P J T L‘ | -
This polity is also considered a savings plan with term insurancey or an insured ,//
savings plan, becguse.it offers a strong savings planN combined with decreasing - i
term insurance. * : :

S ‘.-

& - L. 4 A . N @ .
- ! « v

The proceeds (face amount) of the policy will be paid whether the insured lives,
or djes. This, is a ""double promise." If death occurs within the endowment vy
.period, the proceeds will go to the beneficiary; «if not, the face amourt will be l
paid to the policyholder at maturity (the end of' the endowment period). This o & -
can be paid as ‘either a lump sum or in the form 4f monthly .incéme. ‘- When the -
policy matures, you are no longer covered, by ihsurance, ‘but you are entitled to T
the face value. - . T o 9 y- .

. 44 o~

, | R s “ ‘ r . )

Cash‘Va{ue 6¥;§ndoﬁment“Polic3es' . ' - , T L

Premiums remain donstant apd anegpayablé‘uh;il the dpf;‘the policy .matures. o .

The cash value. (savings portion) of your policy will build up quickly--much.. P

fastex than wholg life, or even paid-up®ljfe (for example, in 10, }5, or 20 . L
. years, -or at age 55, 60, etc.). : . o e

o N . . -

, S . \d ‘ .. :
. As a general rule, the faster the cash value increases, the faster the . . :
. insurance portion decreases, “and tﬁe.sqktldeg_;he policy in question will - ®

N bew e ~ ! 4 ‘ v

-

L
4

R . « < .. )
- t . . - -
A - "

4 Mr. ! . ' It A"- : (-‘ . T, N ‘- . -
Consider separating your 1nSurance from your savings program by buying ‘ .

ing a regular sdvings'program lo take care of your savings needs. ' You may .
find dinterest rates will be more advantageous “to you. ,AS L '

" If ydy feel that you might overlook makihg the'savings'dqpoéits, yet sgill '»;
.want- to have the protection offered by this .type of peticy and ‘montHly . ' -
income or 1ump -sum payment ‘at maturi{y, ybu might want toalet'€:e insarante,

.company do the savihg for you by buying an endowment policy. |, T e s
. . LIRS v " . - ¢ . . .
a ™ H . Lo ' .. Y . » ’ . ) X o ‘ .

.82.
.
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N tses of ﬁndomnt Bolicios R . Lt ; ) =
”,':2 : i Sinco nn’indou-nnt polity is often nsod as retirement’ "income L

S supplement Social Security. and ponsionsfundh, the time for whic yOu
o might want to sélect this type .of plan’is when you retire. Or you can
.. T use 1t~ns‘pay-ant t0 a youngster who has reschod 18 o¢§21 to "help meet
v college costs, otc. K
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Families have differgnt insarance requirementy depending on their, incohes, 1ife-

styles, number of\dopqndent; and- their dges,, and. many. other fageors. .So there )

must be & varigty of Plans avajlable that will adapt to and meet each family's

o needs.” . Dol o e
e . N e, e o » N S . s 2 | :

. Combination pglicies serve this purpose by offering & variety of coverage when .

. protection is URpermost tn your'mfnd. Special cawe should be taken by. the

et conzgmern and: his’ or her insurance Tepresentative to make sure that there is an

S undi rstan_ding'of\yhan‘ the protoctior: ends.. ' . * g

\
.

» N % » . - H NN / v ' ' .
‘These plans can'sometimes be.sold as "riders" to existing permanent policies, or
as a separate insuxm'c\\e»pol(ley. - « ¢ ) s | "
. < v . k I . _
FAMILYRLAN - ©  Tf e L ,

— ﬁ\é.w‘Fami'ly Plan "c‘ombine\s \variog‘ﬁ“‘types of insurance on all 'memge;s of the famil)",
and offers some pragection at modest costh  Younger familiesein which the, husband
Br . wife is-the major breadwinner~frequently purchage this ty?e of policy.

L]
LAl

T C°"9r‘l\g:;3'dd/the family plan will most likely ‘include permanent protection

* taken or'a certain amount on the life of. the father or mother (usually whole
life), and>temporary insurafice taken out in smaller amounts on the lives of the :
., ~other.spouse and the \dﬂldr@n. " The spouse's policy'might mature when the majox e

breadwinner reaches 60;'the children's policies might mature when they become .

'ls\or 21. Policies mature when childffen are independent.-"anQ l\usband .and wife
no longef haye child-care re porisibilitiés. . ~° . . -0 T
L, - “~ . " ’ ' ) ot . B .
’ All ch;‘req are coyered by\ a family plan }_ol_ig:y-.; Jusually, ._ge, cost does not o
. depend on the number of children, although {Ome companies p 8 limit ‘on the -
number of children allowed without Premium incredse. A newboth child is auto- =~ ) *%

S op&t;ically covered after a specified period of'itime (approximately 15-20 days)... :’
© In many cases, benefits may be limited duriﬁg the first year of the child's life,
or for at least part.of t}\ﬁt first yéar. -’ ‘-7 T SR

If you already own a wh'c‘{lb life pol_i'é:} and arek interested in the Family Plan,.
y®u can add it ds a"'"rider" (an addition or attachmént to your policy) to- '
. cover your.spouse and children. .The type of coverage available will differ
- with indivigual companies, .- ' o o o

. ‘. : ' -
- - . . B .
- L] Y . B . . o LR - H

R

.
4

.
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S PAMILY INCOME POL!CY Ty R \ T K ( .
SRR B . ot : L : . ¥ . ‘_
this combines peruanent (usuaily wholo ilfe) ance with docreasing term :
- insurance. Tt providos familios ‘which th usband or wife is the main o J L
R , bréadwinner with Maximum protec whlle thechildren are young--when the

A ,'.neod is greatest. If the 1nsur dies guring the income protection period,

fgf ~. .while the dacreasing term policy is in effect, the beneficiary.will receive an
. " income. for the remainder of this period. At the end qf the income period, when
'z*ﬁ .. the décreasing term policy matures, the face Qmﬁunb off the policy will be paid.

A ﬁ; For a small, additjonal sum, you can provide for th P sum,payment of yaqur - e
- permanent poiicy at the time of“&eath y T d ‘ N
. - 5 ’)‘.‘

’ ' t The posslb{e “income perio&/;farts whpn the policy'is issued but eohcludes when -
b the decreasing term policy ends (for example, .10 to 20 years later), regardléss ‘. -

- of which year withln this time death occurred. If the insured ¢ies after. the
main peri d’ is over, and the contract is'still in force, the beneficiary ‘will"
be paid the face amount of the pokicy, ‘but, will receive no income. Therefore,

the coverage time i$ shorter. F
- -, ;,' s . : @ 1’
- ] X - : = "
;5 FAMILY MAINTENANCE PLAN . | I S C

This plan is similar to the Family ‘Income Policy, but it ‘combines level term and \}\’
whole life insurance. If death occurs within the income perlod it will provide-
the beneficiary with income .payments for a specified period. such as 20 years, . -
staxt g when the insured dies. ] Zé" -
. e lump s *p ent frgm the whole life policy will be paid eitﬂir at qhd'éqa of. -
A he incomeu;;:loA or," if the insured surviyes-the main period of tfie.contract, it ?
- - will be paid-at death. i a ’ ‘ "

i

V\' “ ! , : T » L . . /
: , Yoy might want to proyide your family with .a lump. sum payment upon death of the
. insured person, in.addition to the month;y payment s Jprovided by the -Family ..
“.Income Policy or the Pamily Maintenarice Plan. ' Many professionals feel that the
: small extra cost of taking.out a higher amount of level or decreasing term
. inguranee which will sup rt ths payment of a lump sum at the .time of the
’ fnsured person's death is worthwhile. There is often confusion regarding. lump
sum payments, and’ families are distressed when they find outr tHat, ontrary to,
what! they thought, the proceeds of their whole life insufance policy are nq
- due until after the income periad ends. By paying a little extra-to vaxgys¥Yhe
. s policy, survivors will not have to wait until the monthly income payments end to
. ‘receive the lumﬁ sum payment whlgh may- be more essential at the time of death v
4 than @ or 15 years afterwards. . This is ong poli¢y you should clearly under- )
» - stand blfore considering - T - | Y .
‘\ ’ " . L I o \>
A .o q )
. A o

oma-wudn‘ FAMILY PLAN

Séme companies riow offer a’ plan that protects just one of the parents and the
s } ildren. This coverage has whole life coyerage for the parent and term
Lo .~ coverage for the children. This combirtatidn policy protects the fami wf‘hdut
. . sduplicating insurance on the breadwinner. The plan is useful for the breadwinner
who has enough insurance, but wants whole#ife coverage on the spouse's life and

term insurance on the children's lives. This plan is also helpf
the parents are divorced. , pig 1e-p ul in cases where .

X §
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DOUBLE OR TRIPLE PROTECTION POLIGIRS '~ . o £

. . . K ' s o
These plans, combine level term and permunent‘}nsurahée. .They.provide'you  -* . - ..
pthe face*value'of the policy for 3

vith protection wmounting to double or tripl h '
a specified period of time or until you reaclr a certain age. After this.time vo
has elapsed, the extra protection (which is #uperimposed term insurance) expires,

value of the policy, rémains. o

) \ ' o~ . . P4

most--for example, while children are young and the surviving spouse is unWilling
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For a small extra cost, families can have gk imum protection when they need:it . =
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' S+ . .7 . POLICIES FOR EVERY PERSON . |

-
a

Here ‘are some things that’you might wnn‘t“to consider wﬂen‘ you are- buyini
-his‘uranc,o'.*‘-nu_onbor to -be realistic abou:{your own and your famjily's needs

-

‘< and .goals..» THen buy the kind of 1nsgr‘dnc s, BT cohbi_pat_ion,‘pest.suited to .
5‘ yqur individual circumstances. - S : |
L gmes ST T

. A T ‘ v . . *“'.: '. , ) ”
7 .Coverage ... ‘o

. C - - - » - ; T e \
1. Juvenile policy. (most 1ikely permarient insurance). )T
/,_‘2._ Fi}iily polic?' '_(prob!ably through term_insurance; it is cheaperd.
Lt ' ' v e 1, ™™ , : e
« ..Both of theése type:(s_o’t\cove'ruge should have a conversion privilege. Botth\ :
" © - guaraptee’future iny ‘ : A

. urability. .
I ‘ v . N ’ - K - » A ‘ 3
© How puch. insuratice-‘for children; what is needed?- .
;1. Fimal-expenses (burial costs, medical bills, etc.)." .
2. .. Savings for education '(ohdowment or c}hér Permanent. insurance).
‘-‘\w D - ‘ ) . .: T . ' ’ N ’ Q‘
& n Y o
STUDENT-- . | . SN
| ha /’ ‘ \ . . . ~\ & - g
Covérage . - o~ o - \5; o

1. Term insurance, to provide for burial costs,” medical expenses, etd.

2. Credit 14 insurance, rotect parents from their children's debg
for large purchases, such as a car or a stereo, : . .

. 3. Whole 1ifd insurance,.to guarantee later insurability. (Students. should.
sbe careful about signing a premium loan agreement to borrow oip theirs
first- or second-year's premium. This may involve them in a debt whish
they will find difficult to repay.) - ) ) .
. “d

5

g
..

4

*/SINGLE MAN OR WOMAN, WORKING -

s S\ . .
) \ ~~ ’ B T .- .

- . . A . : . .

. ' Covorale o A - - o,

. o7 ~ "
1. T&,insurance (same” as for student). - - ’ :
2. Mdrtgage insurancé, if applicable. (‘/\ L
3. Whole life (both to:insure lator'inmrﬂili;y and to provide ‘for apy
' dependents who are looking to you for continuing ‘support). . .
: . R : ) . - N - N - ) '
» ‘ A N “

n.\
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F COUPLE, NO CHILDREN, BOTH WORKING
Consideikfhat:kind of pension fund and insurance each may have throug e
employer. .
CoVerage ‘ .

\ 1. Term insurance for mortgage protection, if necessary, and coverage for
any large debts (credit insurance). Renewability and ‘convertibility
should be written into the contract. . ' o '

2. Whole life insurance to guhrantee later insurability.

L ]

COUPLE, NO CHILDREN, WIFE OR HUSBAND NOT WORKING
Needsmay differ, depending on the ages of the husband and wife. Is a. spouse
willing and able to go back to work if the breadwinner dies? At what salary?
Could he/she support himself or herself? What about Social Security or N
pension supplements? ol ' '

Discuss possible settlement options with your spouse and agent.-~Consfapr a
double protection policy and other options. Remember, your spouse will

probably need both a lump-sum payment and a regular income if the bread-
winner dies.

»

!
] ¢

Coverage

e ) 1. Permanent insurance, most likely whole life: .
2. Term 4nsurance for credit, mortgage.

", 'YOUNG COUPLE WITH CHILDREN | -
Both parents should be insured to guarantee the smoothest possible continuation |
of the present L¥fe-style if one dies. . The 'surviving spouse will need both
lump-sum and ificomg payments. -

s
"
Al * - B

' Coveragé o L N
- \ ' L. 3
1. Family policy. : 3 . g : RIS
2. Family maintenance plan. ; S .
3. Family income policy. ' ’ ’ .
4. Double or triple protection rider on above. ' o i
S. Term insurance for maximumi amount on both parents. .
\ 6. Mortgage (probably decreasing term) on both. . )
7. Modified life. ‘ o ) . o
..z~ COUPLE OR INDIVIDUALS WITH GROWN CHILDREN, NO OTHER DEPENDENTS ;
. This may be the time to consider cashing in insurance pplicies and investing
1‘{ LR that money, plus the amount which would otherwise be spent on premiums, at ..
, safe bug_higher intgrest rates. . : . o ’
5. | -‘ . < .. . » .
% . 88 T
. » Vo ‘ . gl \
Y K oo R v >
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MEN/WOMEN: SINGLE, MARRIED, WIDOWED, OR DIVORCED
Covern‘e

1. Mortgage protection insurance. 9
2. Credit insurance.
3. Permanent insurance, such as whole life or endowment, if there are
childyen, parents, or others who are dependent for support. ‘
4. One-parent family plan, if applicable. I
5. Consider owning an insurance policy on your spouse outright, or being
. named irrevocable beneficiary. on one of his or her policies. :

LIFE INSURANCE AND WOMEN "~

Women's changing roles in society and fﬁe increasing number of women in the labor
force are having a great impact on the life insurance policy women need. There-
fore, a few extra words should be spent explaining this situation.

Points to Consider

Detcrmine whether ar not a woman should buy, pay for, and continue to own an
insurance policy on her husband's life. Money from such a policy will not be
included in the husband's taxable estate when he dies. In a family where the
husband is traditionally considered the "head of the family,' he will probably
be the owner of the policy. When he dies, ownership is passed along to the
wife, if she is alive. * .

.Find out what your prospective policy says about changing beneficiaries. It.
may be very important in the case of*a divorce or legal separation that the )
beneficiary is an "irrevocable" beneficiary. Owning a policy on her husband's
life gives a wife added financial stability and protection, regardless of the
future, ' ' .

Part of a family's completé estate planning in the early years of marriage
should be a consideration of the wife's financial security. DiScuss with your
spouse, and your insurance agent or tax lawyer whether it would be better

for the husband to own thé family insurance policies for tax reasons. The
concept of a woman owning her husband's policy is relatively new and not
always completely understood or supported by many professionals.

Y
e

A widow will need enough insurance/income to support both herself and her
‘childrén until they are grown. However, she may not be working or have any
other-income and this gap may last until she is old enough to receive Social
Security benefits. She must alsp be adequately funded during her own "retire-
ment''years. This may include.benefits from her own. salary, Social Security
payments, her husband's pension, and insurance benefits. It is with-this in
mind that insuranegyplanning is most commonly done.
.’ \1- . . N \
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“\

If 'a family has become accustomed to the higher standard of living made
possible by two incomes, basic term insurance may not be enough to help

the husband financially with the responsibilities of home and children

¥f €he wife dies. An insurance policy bought on the life of the wife is
advisable, particularly if her death causes ongoing economic hardship to
family members because they must replace her contributions to household work,
child care, and family life-style. ‘

A nonworking wife, although:-not actively salaried, still contributes to the
family's standard of living. Her loss might mean that her husband will have.

to provide a housekeeper to care for the children, 4nd will have to pay for.

other general household management activities_thatgz:e had been providing.

A policy on her life could pay for the care of thelr children, help provide At
for their educational costs, and provide additional income to be used in

their support. : ﬂ'

Single women with no dependents should still consider carrying enough insurance *

to cover final expenses and pay off any debts they have. A single woman's ~
policy can also provide protection for dependent relatives, if this is ) -~
neces try. : S -

Since the mortality rates at any given age are generally lower fbr’women than

for men, premiums for insurance on women are usually lower than those for men.

And as women share more equally in family and economic responsibilities, Mnsurance
coverage will have to be reexdmined apd altered to reflect both this change in -
roles and the value placed on work both inside and outside the home. As in the
case of 1nsqrance for men, the kind’ of insurance coverage & woman carries should
accurately reflect the needs of her dependents and the persons who would be
affected economically by‘’her death. - "

-
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YOUR MONEY MATTERS

Planning For Protection - Life Insurance - UNIT III FACT SHEET W17

IMPOR+ANT PROVISIONS

.

WHAT EXTRA PROTECTION gS AVAILABLE TO ME?

Several riders are available to you at an additional cbst when you buy an -
insurance policy. Investigate which riders are best suited to your particular
needs and income. Some of these include:

- ¢

Waiver of Premium - If you are disabled or cannot pay your premiums,

» some contracts provide for your continuing to pay up to six months. After
that time, the company will return the amount paid during that time to you,
and will continue to pay the premiums for you for as long as you are
disabled. - . A

Guaranteed Insurability - Thls lets you buy-multiples for your present
insurance coverage at later dates, without your having to prove insurability
at that time. You will pay the premium appropriate to your age when you
take out the additional insurance. This option is usually available until
you reach age 40. :

Double Indemnity - This clause, sometimes called an "accidental dea{h

benefit," will see to it that your beneficiary receives twice the amount

of the face value of the policy should you di® in an accident. The gambling
~aspect of this-rider appeals to some people, but your family or beneficiary

should be adequately provided for regardless of the cause of your death.

If your plan is sufficient, double indemnity is a needless extra expense.

Automatic Loan Provision - This provides for payment of your premium by the
insurance company if you haven't paid it yourself bt the end of the year.
This is done. as a loan against your accumulated cas value. You will still
have to pay the premium, but your insurance won't lapse in the meantime.

WHAT HAPPENS IF I STOP PAYING PREMIUMS?

-When You stop paying premiums priof,to the policy maturing (either because you
.canI.@; or do not want to, continue payment), certain provisions, or nonfor-

feiturg values, which are written into.your contract provide you protection.
You can surrender your policy and can withdraw any accumulated cash value.
Cashing in your policy will 'stop your -insurance protection. If you cash

the polisy in early in its life, you are not likely to get much money because
most of your premium dollar has been paying commissions and other company
costs, and not much of it has gone into accumulating cash value. As the

policy matures, more and more of the premium contributes to the accumulation
of the cash value. o - . -

\—/ ) [
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You ¢can convert your policy ‘to term insurance for the length of time

‘that’ the cash value pays.premiums. This is the option which most .
insurance companies will exercise automatically if you don't instruct
them otherwise. The option is-called "extended term insurance." You
might select this option if you need more protectian for a ligjted
period of time. o o ) . :

‘You can convert to a paid-up policy for a reduced amount of insurance that
covers you for life. This option is called "reduced paid-up whole life
insurance.” If you are satisfied with a smaller amount of protection and
want coverage for life, this option may be best for you.

WHAT SETTLEMENT OPTIONS ARE AVAILABLE TO ME?

Settlement options refer to the method through which the beneficiary will receive
the payments of the proceeds from the policy. These provisions are written into
the insurance contract. They are:

Amount or Installment Option - The beneficiary is paid a specific amount
until the principal and Interest are used up. For example, a spouse may
need a certain amount of money to make ends meet. )

Time Optian - The amount 'is spread over a predetermined period of time.
~For example, a spouse needs the additional money for a number of years
until children are of a certain age, when he/she plans to go back to work
and will not need extra income. '

Interest Option - The proceeds Temain with the insurance company and
earn interest. " This interest will be'paid to the-beneficiary beginning
at a certain time in the future, as planned supplemental income, or

s .

college costs for children.

Annuity or Life Income Options - The proceeds are converted into straight
- life anfuity. Payments can start immediately for as long as. the annuitant
" lives or they can start at a later specified age. If he/she doesn't
_reach that age, no annuity is paid. T

Joint or Survivor Annuify -- An income is paid to the annuitant and spouse
for ‘as long as either one of them is alive. There are several options
available. It is best to discuss them with the béneficiary and your-

inmsurance representative. An annuity can begin immediately, or be deferred
to'a later date. ' . ,

FINAL POINTS YOU SHOULD BE AWARE OF

a Always think of your insurance program as part of your totaiﬁfinancial
glan. There isn't one perfect program which fits everybody. Family and
ndividual needs and differences should be taken into account, and your

financial plan and insurance program should be organized accordingly.’
- o N o ’
oM Coee J
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Fact Sheet #12

Discuss your plans not only with your insurance representative, but with
an attorney or other people who are experienced in financial planning.
Don't forget to make a will and, if you have one, to review it from time
to time. :

Buy insurance when you need it, and keep it for as long as you need it.
As you go through the various stages in your life cycle, adjust your
program accordingly. Compare policies to find the one which offers the
coverage you want at a price you can affoxd. Compare the companies in
terms of reputation and financial soundness, T

Be aware that "putting off insurance isn't a good answer to your
insurance questions, o =

I
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»  GLOSSARY OF LIFB INSURANCB TERMS

- ',.. o~

A
ANNUITY. A noninsurance method of pro-
viding income for retirement. Annuities
protect ‘you and your family if you continue
They can be paid in monthly
installments in addition to Social Security
or pension benefits. If insurance can be -
called protection against dying too soon,
an annuity can be called protection against
living too long.

AUTOMATIC PREMIUM LOAN. This is free of
charge, but the agent has to be informed of
it. ‘It is an optional provision that pays
the premium from your cash value should
you miss a payment. It is recommended

that the loan be paid back so that -the

: face value of the policy will be reduced.

CASH VAL Savings portion of the policy

" which comes from the higher premiums paid

during the policy's.early years.

1! <
CREDIT LIFE INSURANCE is' decreasing term
insurance. In case of th® owner's:" death
a credit life insurance policy wouldﬂdefray
the unpaid balance of the loan.

CHARTERED LI¥E UNDERWRITER (CLU). The
equivalent of an advanced callege degree

for the insurance business. Other insurance
education designations include: ' FLMI
(Fellow L¥fe Management Institute) and LUTC

"~ (Life Underwriters Training Council).

DISABILITY INCOME INSURANCE. Protects the
ing an income at a time -
when he/she is unable to work due tora
disability.” The policies usually supply
50-60% of the insured's monthly income -

(considered part of health insurance)

A 31- day period in which the
insured can pay premiums that are due and
retain the policy without paiying any possible

interest penalty or submitting to a physical
exam.

Coita -

&'GUARANTEED ISSUE RIDER.

“LIFE INSURANCE:

GROUP LIFB INSURANCB. This is basically - -
term insurance and will protect your -
dependents as long as ypu are with your
present employer. It covers employees -
of a company under one master policy.

In most cases, this type of policy

. can'be converted to a whyle life

~

policy within 30 days after termination
of employment. The premiums’ are rela-
tively low and do-not differ for the
various age groups within the same

‘company .

- Pfovides that
the insured can purchase additional y
insurance regardless of any medical
impairment at certain periods during

his or her life.

HEALTH INSURANCE This consists of basic
hospitalization, major medical and
comprehensive insurance. ;

Basic pays the ‘hospital room and
board and surgical fees.

. Major Medical pays- hospital bills
exceeding the basic coverage limits.
Some supplemental or catastrophic
major medical plans provide coverage’
of ‘up to $250,000 or maqre. e ,
Comprehensive jncorporates both basic -
and major medical plans. In addition,

. 1t pays doctor bills, prescript1on
costs, and miscellaneotis fees.

'Medicare provides government health
1nsurance for people aver 65. '

't

INDUSTRIAL LIFE INSURANCE. Sna1l |
insurance policies (under $1, ODO) that
are sold by an agent who. alsp’ collects:

the premiums, usually on a weekly basis,

Protects your family-
rom economic loss in case of your (the
insured's) death

94 N
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-~

INTEREST-ADJUSTED METHOD. A method used to PREMIUM. This is the price you pay

compare policies’' actual
podlicy-owner.

MDRTGAGB INSURANCE can be purchased as

whole life, level term,
- 1f purchased as decreasi
it would pay off the bal
in case of death. :

cost to the » for your insurance. Premiums can be
. e paid annually, semi-annually, quarterly,
or monthly.

or decreasing term.  PROPERTY AND CASUALTY INSURANCE.

ng term insdrancoﬂ Insurance that covers your auto, home,

ance of the mortgage other property. against ' risk of fire or
theft and other perils. Also availabile
.8re comprehensive insurance plans; for

NONPARTICIPATING POLICIES. Dividends are example, homepwnors'insurnnge covering

" not paid to insurance policyholders; the variouys risks in one policy.
company's profits are distributed to ‘

.t

stockholders in the form of dividends. TIME VALUE OF MONEY. This is the value

" PARTICIPATING POLICIES.
the unused portion of the insurance

a certain amount of mofiey would have over

The company riiﬁrns a period of time (or in a given number”
of years) after it has been put to use’

premiums to the policyholder in the form . to earn interest.

of a dividend. (Dividends are never

guaranteed. ) ~

4

"PIGGY-BACKING". "Using

an older policy to purchase a new one. The

"TWISTING". Unjustified cashing in of
- .a policy to buy a new one, upon advice.

the cash value of Think over your reasons for doitig this.

.older policy becomes either worthless or - WAIVBR‘OF‘PREMIUM. This is a disability
will be reduced by the amount deducted. benefit which waives premiums after five

Many times. the consumer

doesn't realize or six months of disability.

this. Also, the new policy is usually

more expensive.

"
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. QUIZ FOR UNIT III -- PLANNING FOR PROTECTION: LIFE_INSURANCE

Dear Friend, - . o
. . N v Y
This quiz covers Fact Sheets 9, 10A, 108, 10¢, 11, and 12 of Unit ITI --

- Life Insurance.

After reading ‘the fact sheets, you are ready<to omplete tke .quiz. Feel free
to refer to your fact sheets whenever necessary./ Please follow.the quiz
- instructions and return the quiz in the feturn nvelope.* ’ . .

*

' | - Name ) ‘ ' !

b

Address .7 I R

Zip

Instructions: *

This quiz containg two types of questions, true-false and multiple choice.
.' ; a l
True-false: oo Circle "T" if the statement is true and "F" if the
statement is false. :

JMultiple choice: Selectthe best possible answer and write the corresponding .
' letter in the-blank provided. '

L

o . \ . ) -
1) T F Most insurance policyholders are either over- or underinsured. .

' 2) T F The proper insurance plan takes into account only the policyholder's
income.

3) T F Your original life, insurance policypshould take care of your family's
needs throughout your entire 1ife. )

.
’

4) 'T F It is a good idea, but notteasy; to comparison shop é:r life insurance.
) T F Term insurance allows for a buildup of cash wvalue and some savin S.

6) T F An endowment policy is also cénsidered a'savings plan with term .
insurance.

7) T F Combination plans are good for meeting the needs of the family.

<" . ) N 3
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8) Nhiéh\type of insurance policy provides maximum amount of protection
for low cost? : o e ) . .

a. eondowment '

b.* whole life

: c. term ‘ ' S
9) A policyholder can borror_ggalnst which type of insurance policy?
AN . !
. 2 : -a. term : s
b. whole life . ‘
c. both <?/
10) I Riders are:

a. new policies

b. . cash build-ups : \\\\% ‘
¢. additions to already existing policies

We would appreciate the foliowifx information to help us improve our service:

3

Have: you used or shared any.of this information from the fact sheets or do
you plan to do so?*

Yes _ No )
1f yeS or no, please explafn. (Please use reverse side for yougacommenté.).

o

. - . W~ R -
! . 5
- l
\‘ . D
[ 4

*Applicable only if this unit has been administered through a County Cooperative
Extension office. - If not, please completp the quiz and retain for your own
benefit and reference. . )

-
-
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Demise M Matejc, Associate Specialist in de’\lyﬁesour(:q ‘Management,
Department of Home Economics, Cooperative Extension Service. Cook College,
Rutgers University, N J ’
. September 1979 })
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Dear- Friend,

. ) ,
Here is‘the fourth unit of our home-study course, ''Your Money Matters."
This unit is on Financial Aspects of Housing.

Included in this packet are:

- nine fact sheets
~~ & new quiz
- a roturn envelope
! - your corrected quiz from Unit III, if you returned it on time. (If
you weren't able to return your quiz on time, please feel free to send
it to us now. We will correct it and return it with the next mailing.)

®
-

Please fill out the quiz and send it to us in the enclosed envelope by
We will correct it and return it with the next

- malling in approximately three weeks. N :

-

*

Sincerely,

v,
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YOUR MONEY MATTERS -~ .
. Financial Aspects of Housing - UNIT [V FACT SHEET #13
IMPORTANT CONSIDERATIONS
Before you make any decisions, know. ALL THE PACTS.,> ' )

Many people let the excitement ‘of buying a house--especially if it is their
first--overrule their common sense. Don't let this happen to you. The
emotional impact of ‘financial problems stemming from house worries cannot‘)e
" overestimated. . , -~ [
i . ,
A main reason behind foreclosures on homes is that peqple buy‘githout realizing .
all the costs involved in owning real ei§g§e. ’ .

SEVERAL IMPORTANT FACTORS ¢
Have you considered that you are not just buying a house? You are becoming
part of an entire community. Several factors influence the current and future

value (appreciation) of your house and they must be considered. ' ‘ . *

Remember, buYing a house may be your most important investment. ‘Take time:to \
consider all these factors: , ’

"¢ . Distance from job. How far is it from where you work? Will you have

¢ ' increased transportation costs--repair, fuel, and insurance--and is your A
present car adequate? R

Growth or decline. The community you choose will have & direct influence )

on the eventual return on your investment. If it is a growing, sought-

after community, chances are that the value of your house will appreciate;

if it is not a growing, sought-after community, the value of your house.

may depreciate.

Schools. The buyeT:can sometimes save on the purchasing price if he/she [

needn't compete with others who want to he close to schools. Those who &

insist on being in a particular school district might have to pay a ?

remium.
p - _ . ¢

Appearance. A well-kept neighBorhoqﬁ, where surroundings are neat
and clean, will enhance values. .

Surroundipgs. Are ra{iroads and/or bus &tops nearby? Aré highways
planned--perhaps right behind your backyard? Is the area commercially
zomed? Are there large vacant lots, and how will they be developed? , '
Is the value of the house consistent with others in the neighborhood?

_ o
/ N
. ‘\
’
1]
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. »
.

Any one of these considerations need not be negative. For example, a commuter
may want to be close to a railroad. The important point is to Know the_

community before you buy, so that you don't get a rudé. awakening, economically
or psychologically.

- 4

OTHER FACTORS -
,‘—. * .

> L / ri
’ . Price bracket. An expensive house might t appreciate ﬂs much as a
" medium- priced house, just because there might not be as big a market ‘for
it when you want to sell. - . -
.y . .
Tax rate. A community with very hxgh or steeply r191ng property taxes.
are often the result of a large influx of population; more tax revenues
are needed’ to build new schools and to offer increased public services.
(onslder the ages of your children and how important the community bchools
will be ftor your family. Decide if the increased se¥vices are an advantage
you want and can-afford. ’ ,
(TONSll)Iik THE PROS AND CONS OF OWNERSHIP ;
t N
. ~. nggp(~&es . o
2
You can deduct property taxes and the interest poﬁtlon of your
mortgage payments from your taxable income- .
\ Do L
' Payingr off your house is a form of "forced savings."  As you pay off
. “your mortgage, you increase your equity. After saving gradually for
15, 20, or 30 years, you will own ?our home. Also, because we live
in inflationary times, it is to your advantage that your payments
remain the same.. You need to realize,.though, that the idea of
variable mortgages is becoming mQre atceptable and that these and other
types of new mortgage options may increase in the future.
’ ~ .
Because of increases in property values, many people have been able
to make a profit when selling their homes. N
The buildup in equity can he a cushion against future financial
difficulties and can figure in your overall retirement plans.
! \
If you borrow, keep in mind that the interest rate on your mOrtgage
loan will be lower than on most consumer- typé loans.
v :
. . If ybu borrow and piy back reguh&rly, you will establish a good

, Qredit rating.

Social aspects of home ownership are ifiportant, i.é&., establlshlng
family roots, caring for a house, using it as it relates to a person' S
value system.

y
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Disadvantages N e .
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-

-

. price and prepayment penalty.

If you take on a lérge mortgage obligation, you will‘host likely
oblige yourself for a number of years. Many buyers overextend
themselves and have no funds for unexpected money needs. If you

default in mortgage payments, foreclosure follows. \

The money. spent for principal,
not be at your disposal. For example, you niay have to forgo other
investment opportunities,.such as savings' certificates or stocks.
because of the purchase of a.housé. ’ \

Your fundf“;ré not liquid. It can take several months before you
May be able to sell yodr house {let alone make a profit),

In qase of an ahruﬁt mqve,ma renteér may lose, one or two month's
security rent, but a homeowner might lose much more on the resale
This immobility, to some degree,
(s a consequence ‘of homeownership and must be considered in major.

decisions, such as whether or no

.

interest, taxes, and insurance will 5

t you should accept a new job that “-.
would require moving. . - . .
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Findricial Aspects of Housing - UNIT IV  FACT SHEET ¥14

' . ¢ -
\- -
. ,

Once you have decided that a house will be a good investmﬁpt"forlyéue stop
‘and consider if you can really afford jt. .

-’

'~ GENERAL GUIDELINES - -
These are guidelines and points to consider: .
\ ‘ , ' §
Purchasing price should not exceed two to three times the amourft of -your
annual salary, depending’on your downpaymept, pérsonal circumstances, net
worth, the type of loan you obtain; etc. N \ .

Monthly payments of princ#pal, ifterest, and taxes should nét exceed more
than one week's. pay--or 25 percent of your monthly- take-home pay if you
. budget ‘monthly._ -

/
. ]

You may be able to'safély adjust amounts upwards to about 35 percent of

monthly take-home pay if: X

¢
- Your spouse will join work force or is already working. v

- The wife is not of childbearing age, the family dbes not plan to have
children or edlpect additional children, or both parents plan to continue

working even if there are childreff. s
ﬁ : .
’ Increased -income is expected.
.. \ ,
- You are young with good professional prospects. 1
- You are willing to subStantialLy alter your style of living and make
- sacrifices. Can you make do without new furniture or Tugs or other
- "essentials'" such as vacations or a new car {or qn extended period of
. time? -

You and your family must be the judge of thif. Make it a family discussion
and decision. ’
. The FHA guidelines suggest that your total monthly housing expenses should
.¥ net exceed 50 percent of your monthly take-home pay. The actual amount
will vary according to such factors as number of dependents, status of
health, personal circumstances, age, etc. -

L3
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(EXAMPLE: o : N )
s “Mr. ‘Jones takes home $12,000 a year. Divided by 12 months, this %s $1,000 per L,
month. His mortghge’ payment at 25 percent of take-home pay would be $250 a
~month; at 35 percent, $350 a month. /
Y
NOTE: His total housing expenses should not exceed 50 percent or .$500 per month. )
. MONTHLY EXPENSES . \ . ‘
How do we determine how.mu&h we can afford to spend on a house each month’
v - Herp s one way to figure it out:
' - Example
1. Monthly takezhome pay . . . . . . . . . .. .. .. .. $1,000. Od‘ _ ;
\ L o . T\.
27 Deduct all monthly expenses, plus the amount p
you will set aside for savings. Don't include
current housing vcosts and,upkeep . . v . . . . . . ... 480.00 1 L
Amount you caﬁ spend . . . . . ... $ 520.00
’ *
This sum must cover the monthly housing needs shown in the following list.
Don't buy any house until you figure out your apprpxlmate monthly housing .
costs and whether you can afford them. “ '
Y
t Don't forget that you w111 have to pay varlous fees and c1051ng costs at the
time of purchase. !
7 «
o Include these charges in your calculations: \ .
\\ Monthly Housing Costs: u ‘ . ' : .
‘l. Mortgage payments
principal portion ] <
interest portion . ' ‘

L 3

' . property taxes--l/12 of annual assessment

N

You can keep your monthly mortgage payments relatively small by:

making the downpayment as large as possible ‘
' [

stretching out the payments over a longer perlod of time.

This will cost more in interest but if your income 1ncreases, you can

pay the loan off sooner by increasing the monthly mortgage payments.




Fact Sheet 0}4 . C, ‘3.
, g:;llng a relatively low interest rate on’your mortgage. Shop
. arofind; you mpight be able to save up to 1 percent on the entire 0

loan. ) .

. .
keeping .,the amount of yopr loan in line with your ovempll income and
spending pattern. ) '

v

2. Homeowners' insurance ,

monthly portion of annual premium (1/12’of‘yearly cost). for:

e

- Packaged insurance, or . ‘ L

* - Separate coverage (hail, wind, accidents on your properﬁy, theft, eté.)

-

insurance costs may be included in monthly mortgage costs and paid
directly by the lender (in some states).
4 -

.
s ' 3

AS. Property taxes ’ , T )
: . \ - -
usually property tax payments are included in mortgage costs and paid

directly 5y‘the lender (e.g., in New Jersey).

You may be.required to give the lender two months' worth of taxes which the lender
holds in escrow\ The lender can work with this money and will pay the taxes as
they are due. .

Watch the local papers for new developments in the property tax structure.

ot -

" You can sometimes foresee increases. _ N

. Ask yourself whether the community you are interested in is a growing one which will

“need more schdols) roads, and recreational facilities. If the answer is 'yes," -
I 7 it's likely that the local government will have to increase taxes accordingly.

4. Utilities - Ask the seller for actual utility bills.

fuel for heat (ask the owner, costs vary —
gas ‘ ; ’
telephone .
. electricity - , \
. . water

5. Regular Maintenance

. garden upkeep ' p . . .

. lawn mower ’

. tools , //
painting Ko : .

. paper - o ' C

. garbage ’ - . Co
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6. Major or minor repairs

-

furnage and air conditioning equipment , ) ‘ ‘ -

. dtorm windoys and doors o . » .o
.. roof leaks . ' ) . . A
. plumbing - . 7 <\
painting (insxde and outside) \

Don't forget that you wlll need. to have money not only for the purcha e of the
house and keeping up with monthly household: expenses, but also for expenses such
as: | . , -
moving &osts
closing costs (loan origination fee, legal /fees, title insurance, etc.)
taxes to be prepaid and put in escrow (d&posit) account with the bank
property insurance paid tn escrow- ¥
essentials such as storm windows, lawn mower, otc. Va
any immediate repairs.

. ' ’
'HOME [MPROVEMENT TIP { . S
One architect gives the foliowing advice: don't plan any major remodeling in
the first year. Large amounts of money may be involved and many times the
results prove to be disappointing. Living in the house may make you appreciate
the existing floor plan or allow you to make the most satlsfactory plans for
changes. . .

i \

t



»

NS U YOUR MONEY MATTERS.

R
A\ .
{
\

-
~ A

Fin;ncial Aspects of Hbusing - UNIT IV
. N

FACT SHEET ¥15
. = —

>
-
N - ae
v - - *
~ - ’

= / THE PURCHASE AGREEMENT AND YOUR LAWYER
~ 1 . o I "

“Once you know how much you can afford, decide-how much‘youhﬁnnp to spend oﬁ\a\ !
house. A couple with grown childreh may be happier in-a4 smaller; less imposing
- house even though they could afford more. You may be better off buying .a small

home if you really prefer to-have mqney for vacations and othér luxuries.

- . -

.

. GETTING A BETTER DEAL’ o ’

Onz: you set your price, do txy to get the most for your money. .If someone is
as®ng $55,900, they may settle' for $53,000. Appliances and furnishings are

’F LN

. sometimes part of the bargaining, too. .

.
E] -

If the owner has to move and must sell the house in the middle of the winter, these
considerations can work to your advantage. Most people house hunt in the spring
and, with fewer people bidding on the house, you are more likely to get it at a
lower price. . : - . . . : :
j When your bid is accepted, you and éhe seller will legalize it with a purchase
agreement jand earnest money. : o
" THE ‘PURCHASE AGREEMENT (The example given is-from New Jersey; other states' ‘real
. estate firms might have different agreements) ' ‘ -

Any contract which involves real property must be in writing according to the
Statutes of Frauds. You will-hage to sign a purchase agreement or ''contract to
buy" with the “seller and make a downpayment.

-y
»— Most likely therealtor will handle affairs at this stage, especially if you are
. buying through him or her. He/she will use a standard purchase agreement form.
Thigs agreement, which you and the seller will sign, is'a conditional sales contract
and should, if passible, be checked by your lawyer. If you do not buy through a

realtor, then definitely have the agreement dr up or checked by your lawyer to ..
ensure that your.intérests are protected. ' ’

-

lThe purchase agreement includes all the terms and conditions of the sale. It does
not give you any title and you don't own anything yet. But the seller promises to
deliver the deed to you, and you promise to pay for the 'real property" (as opposed
to '"personal property'") on a certain #ate if the conditions on the purchase agree-
ment have been met. ' ' : ‘

N A Al N ¢ . )
* .\

., ’ . ’ -
NOTE: There As often a clause‘which‘étaxes the date wﬁen you must have obtainegd

v
- . .
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. EARNEST MONEY

At this time, you will also give the sellor a deposit called earnest money,
_ usually several hundred dollars. Earnest money is money paid in -advance to bind
}“‘ .-a contract. It is. an assurance that you are serious in your intent to buy this
v house. -
This is a serigus legal step. If you change your mind later because you discover
. something about the property you don't like, or because of some other reason, you
might forfelt the entire dep051t A

v CONTENTS OF A PURCHASE AGREEMENT
- © A
v Make sure the purchase agreement contains: 9
. . :

‘ All.items discussed in writing. If the seller told you that storm windows,
e the fireplace equipment, and the washer are included in the purchase price,
it should say so in the purchase ‘agreement, too. .

4

'Final purchase price.

How much earnest money (depos1t) you have to put down.

. L WA . o \

A . How long you have to fulfill your obligations--to secure a mortgage, get papers.
How long the seller is bound. Any condit10ns under which the contract can be
‘voided: (if, for example, you can't get a mortgage)

Any '"'easement or restrictive covenant!' on the property. This refers to anythlng
k thd& will restrict your freedom of action regarding your property.

v Any leftover mortgage, if applicable.  (This is an old mortgage which will be
.rolled over to the new owner, who then makes payments to the previous.owner.)

‘ , .. Confirmation that interest and taxes are to be prorated to the date of closing.

’ L
‘What happens if you fail to complete your part of the agtreement? For instance,
you chahge your mind and refuse to buy thé house even after all the terms of
the agreement have been met by the seller. If noted in the agreement, the earnest
money will be applied as '"'damage' payment to the seller or broker. In some’instances, "
.you may be forced to buy the house.

-

. NEMDING A LAWYER "««“ ‘ )

~ " The Iegal language 1nvolv1ng real estate is about 900 years old. This is a very
v good reason to hire 'a lawyer; he/she can explain the terms tO(Tou «y

Another reason for obtaining a lawyer is that. you p2y him/her\to look out for

“ your interest and to advise you if problems arise,

0 N o Log
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Your lawyer will search the title, make sure that it is ""clear" and that there

are no ''clouds'" on the property. This is finalized by getting a title abstract-- )

Tecorded history of the property--from the county Recorder's Office.

"Clear"—-Property is clear when there are no possible claims which could at at
later date be made agaimst the new awner which, in this case, is you.
’ ©

An example of unclear property:

Fifty years ago someoné.in the family did not s?ﬁn over the deed to a new
purchaser. The heir could show up and claim the property. These things
do happen.

"Clouds'--Recorded or unrecorded restrictions on your property, or a recorded
or unrecorded privilege of a neighbor making use of your property (easYTent).

)

Examples.of possible clouds are: -

E N
No permissions to build on the property or add onto the house, or
restrictions as to the use of the property.

An '"easement' on the property - fg) instance, the next door neighbor'~
used the driveway or passed over tke backyard for many years and thinks
he has the right to do so in the future.

Even when the title appears to be clear, an agency lending you money to buy recal
estate will usually insist on title insurance for the amount of the loan to
protect it against future claims. 1t is to the buyer’'s .benefit to get title
insurance for the total value of the property to protect himself/herself alsa.

The cost is less if both policies are 'paid at the closing or settlement.

L
N

1ng "’ ‘
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THE CLOSING )

L
. .
-
© -

This is the big day, the day of the property transfer. Buyer, selier, lawyer
(in some states), and real estate agent usually meet for the closing.

* . \ ) , " . . )
When you meet with the seller ih your bankér's or lawyer's office, after closing
costs are settled, you are given a deed, or mortgage. Now you have possession and
title to the property. : ' '

A
4,

~The deed must then be recorded in the county clerk's office. In most cases your
lawyer will take care of this. ‘ ' N ax

The seller will pay the‘agreed-upon commission to the real estate broker. . This

is usually 6 to 7 percent. The seller will seceive whatever is his/her share

of ownership in the house: This equity is ‘the purchase price minus what is still

owed on the property and closing costs. ‘

.
CLOSING COSTS AND LEGAL FEES
. . L
Most new home buyers are amazed that closing zosts are so high. Find out from your
lawyer or redl estate agent at the beginning what the approximate costs will be.
According to the Réal Estate Procedures Act, it is the lender's responsibilityqtofﬂ—
indicate the prroximate'closing cost to. the buyer; your attorney can furnish you
- with the remaining cost estimate. ".

As a general rule of thumb, your closing costs and legal fees will amount to
approximately 1 to 3 percent or more of the purchase price. (These are only guide-
lines as the cost varies from location to location, and states differ in closing .
costs that the buyer and seller must bear.) The following fees are likely to be
included:
Title insurance--To protect the lender and buyer against possible losses
'~due to claims by other parties to the property's rights.

. Title search--To search into the property's history where all claims, liens,

' etc., have been recorded. Before it in3ures a client, the title insurance
company will insist on a title %earch to see if the property is free and
clear of.all claims. _ : :

Mortgage insurance--To *protect the lender in case you default in your
mortgage payments. _ ; B

"+ Survey--To check the accuracy of the land description, and possible
illegal encroachments on the property.
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Don't forget that your mortgage lender is likely to require that you mgke a two—

A . .

Recording fee--To record the mortage and the deed.

Y

" Credit-reporting fee--To find out about your credit tatjng and étanding.

. g
Appraisal fee--To evaluate your property. Your lender will imsist on this °
appraisal. § v . :

. »
Buyers' and sellers' lawyers' fees--Ask a mortgage banker, real estate broker,

or call several lawyers in your area to learn current fees.

\’

months' deposit on yopr property taxes in advance as escrow. '

LEGAL PAPERS INVOLVED ‘ . | B

THE MONIES NEEDED FOR hmc A HOUSE

The buyer will pay:

‘of the house price.

jpossibly points charged)on loan. . !

\

-

The JLed--The legal document that transfers the t1t&e (""ownership") from \
the seller to you, the buyer. ‘ ‘ t

The mortgage note or bond--This contains:

- your unconditional promise to repay the loan. o ' -\

- specifications as to the spec1fic sum to bé pa1d per year { '

- interest rate of loan. '

- an agreement on what happens if you should default’ !%he entire amount
may become due and payable at once). .- .

- a promlse that you will have the prenises 1nsured pay ‘taxes, and keep

the premises in reasonably good trepair. .

a statement that" the note is secured by a mortgage.

The title insurance policy : : ) o . NI

The survey _ :

The mortgage--This is your pledge of the property to the lendey and is
his/her security .for granting you the mortgage loan It is your loan
contract with the lender. ‘ :

*

N

3N

closing costs (including lawyer's fees). Amount\varie§ and &epends on
price of house, ‘amount of search done, etc.; approxlmately 1 to 3 percent

-
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b ‘ : ' . -
any possible udlustmont:i to be made; for oxample, you will havc’to ? .
reimburse the seller for tho taxes he may have prepaid or vice versa.

. \
M +»

insurance if payable in advance..
T : \

4

proporty taxes if payable in advance.

purchase price to the seiler. The purchase price will usually consist of:
¥

1. The earnest money paid at the time when you signed the purchase
agreement . : '

2. The mortgage loan (amount*you borrow from the bank or other lender;
this money is paid by the lender to the seller). ‘ '

3. Any additional cash payment (downpayment) ! Usually the earnest money
and mortgage loan do not equal .the purchase price. -\
£ ‘ ' '
Escrow -funds deposited with the lender or with a third party. Thi§ sum
secures the lender against nonpayment by the borrower on items such as
property taxes, hazard }nsurance, and any property assessments.

"A TYPICAL EXAMPLE ‘ ‘ - ' |
. . j

Let us look at the following example. You are buying a house for ;5&,000.

$55,000 total purchase price /
~2,750 carnest money (deposit already paid),
-43,000 mortgage loan secured
12,250 , additional downpayment needed
. +1,375 all closing costs and lawyer's fees !’
+ 380 ‘ extras (adjustment, -escrow, etc.)
$14,005 CASH NEEDED ON CLOSING DAY
- ] l;
~ ;
'
N | u
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A

- *YOU_HAVE_OTHER HQUSING CHOICES '

!

VIf you cannot or\hb not want to invest money Iﬁfa stngle-family house, what other
choices do you have? ) ‘ - ‘

v ’ * v

THE MULTIPLE-FAMILY HOUSE | | : T

A ' . .. ’
Many people buy a two- or four-family house aéé rent out one or more apartments
.to help with monthly mortgage payments. :

\\ . .
the future and reducped

The advantages'include greater financial security for
housing costs for the.owner.  But there are also disadvantages to owning
multiple—?amily-house" Some people feel that they do not have enough priyacy and
that the tenants do not take care of their property. Tenants may call of the
owners frequently for very minor reasons. Sometimes there may be .iIl=feeldngs
because of the tenant-owner relationship.

THE COOPERATIVE . A

 The land and building are owned or leased by a corporation, which in turn leaso;7
space to its shareholders. You, the shareholder, will have ownership rights in
the entire apartment complex as you hold stocks in the corporation that owns the
building. You are also’entitled -to a long-term lease on your unit. Since you °
own a proportionate share of the entire complex, you:will pay your proportionate
share of all costs. The following are figured as costs:

the principal and interest on the mortgage loan (taken out by the corporation)

, taxes , . '
insurdnce ' . . -~
maintenance and repairs .- : :
salary for superintendent and manager . *
landscaping - _ . ‘ ‘ -

The above costs will vary with the vacancy rate. The more units occupied, the less
- you pay proportionately. If units are sold at less than they cost, this loss"

will beshared by all stockholders and vice versa. P
With this .type of ownership, you are often ingolved in policy meetings. Be sute.
you want, this commiiment. Also, majority combent is required before you can sell
your unit, and the Shareholders usually vg

.

THE CONDOMINIUM . *

/’

If you want to combine ownership with convenienée, a condominium mighf be the -
right investment for you. : - :

Ld
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A condominium offers the feeling af ownership but, at the same time, carries’
less responsibility than owning a house. It may also be acquired at less cost.
. You will.be the sole owner of one whole’ condominium unit.

L 4 ~ Al .
[f you cannot afford to. pay cash, upn\u}ll obtain a mortgage and get title to the .
property and a8 deed. You will usuall) pay taxes and insurance either directly
or along with monthly mortgage payments of principal and interest to the lender.. e

[ -

The land on whi¢h the condominium complex is sitﬁated and all facilities used in
common, such as halls, grounds, and laundry, are j01ntly owned by all.

You can usually sell or lease ,your condominium without permission of others. The
property taxes and the interest are tax deductible. ’

- )
As with the coaperative, you will pay a maintenance fee for cleanlng and upkeep-
of the common areas.

A}

) THE MOBILE UNIT

Another increasingly popular choice is the mobile unit. Tt effers ownership and
privacy at a relatixely small expense:. 1t solves the housing problem for many,
especnally those with low budgets and small families.

A mobile home can be purchased at relatively low cost, as the ‘a*d is not included
in the price.

’\ ‘
‘In a mobile-home park, you pay a monthly rent for the use of the property. Lots are

¥ usually small, so rents are relatively inexpensive. .
]

Maintenance costs are alsQ low due to small lots and size‘of mobile homes.

In some states you may be able to purchase a home in a mobile home subdivision,
_ which means that you would own both the home and the land

» Consider the disadvantages of a mobile home, too: ’

Your mobile home usually deprec1ates (loses va}ue) faster than a single—
family home. A mobile home's lifespan is shorter. In inflationary times a
mobile home,” if-located in a prosperous neighborhood and kept up well, can
keep up with inflat1on and depreciate more slowly or even appreciate. '

If the unit is in a mob11e home park (and most are) you do not own the
land : ,.r : i

Mobile home loans ‘are installment loans extended for a shorter time period
~ than mortgages for houses..

The interest on moblle home loans will usually cost more than interest for
mortgages. .

. . - . . ’ . | \
. . cont » . )
Qo L~ ! . L - ’ 114» ‘ .
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*

'Carefully examine the site of the mobile-home park. " £heck for maintenance,
deterioration, safety, otc. . .

’ e
You will hhve a small yard and no basement , although some mobile homes are
put on a foundation or basement.

». Be sure you have a space reserved at a mobLﬂe home park before you
purchase a mobile- home unit. L
/ ' , -
Lodal zoning regulations sometimes forbid mobile homes on any private
property. Inquire before you buy. v

REMEMBER : o
In any form of home ownershlp prices fluctuate with supply and demand You can
sell at a loss or a profit depending on the market. ‘

S

I/‘
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, IN'S § OUT'S OF HOMEOWNERS' INSURANCE .
o . = ” <
A WYAT IS HOMEONNERS ' INSURANCE? ¢ ' ' .
~ ’ S ' )
Various types of insurance-are available to homeowndrs, tenants, mobile home-
owners, condominium owners, and shareholders of cooperative apartments, with ,)~

the type of policy ddapted to the needs of each. L

. v
Homeowners' insurance is'a packaged insurance program. You can choose from
various forms, depending on the number of risks you want to be insured,againstﬁ
and,how much money you are willing to spend. - -

4 -

TYPES OF POLICIES : S ' g

basic Homeowners ' Poliqy (HO-1)

Protects you against damage or loss from fite or lightning; windstorm or
hail; smoke; vehicles; burglary and theft; explosion; aircraft; vandalism
and malicious mischief; breakage of glass consisting as part of house (not
included in HO-2 and HO- 3), riot or civil commotion.

Broad Form QHOVZ)

Will cover you against the basic 11 perils, and 7 add1tiona1 perils, e.g.,
damage from falling objects; ice, snow; collapse of building, or any part
thereof; freezing ‘of plumbing, heating and air copditioning systems, and.
domestic appliances; accidental discharge, leakage or overflow of water or
steam from within a plumbing, heating or air conditioning system or domestic
appliance; tearing, cracking, etc. of hot water heating system or appliances;
injury fron electrical appliances, wiring, etc. (TV and radio tubes not
included) :

¥

Comprehensi¥e Poliey Form (HO-5)

An all-risk policy (also more expensive.than HO-1 or HO-2), which means

that the individual perils don't have to be listed. You 'are covered against
all risks, except those specified in the policy. Bxcluded, for instance, .
are floods, earthquake, backing up of sewers, tidal waves, war, etc. (Do
consider buying flood insurance 4f it is available in -your community and

if your area is flood- -prone. )
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The following liabjlity coverage is also included in eVery homeowner's plan:

\

Person:i LidbilitxﬁProtoction

\ Covers you if someone is injured on your property and you are held responsible
or if the propeyty’gf others is damaged (you happen to break a neighbor's
vase, or your child’throws a ball through a window). The insurante company.
wil] pay the legal costs involved in a court suit and whatever court settle-
o ments are reached up to the limits of the policy.

¢+ Medical Payments Cg!eragg

Designed for smaller injuries occurring on your property or involving you
' and your family in some way even if ogcurrihg elsewhere. Payments are made
" by yoyf insurance company,. regardless of fault, up to the limit of/yOur

poli (usually several hundred dollars although larger amounts can be
purghased). Examples: Your dog bites s neighbor, your child hits and
injires a friend in a fight, etc. .

Ask your Fnsurance agent about separate coverage if you have people working

for you on your property (cutting grass, baby sitting, cleaning your héuse,

etc.). This will protect you in case they are injured on §0u§ property and

you are held liable. . : L

ADDTTIONAL COVERAGE - ‘ e~ ‘

- Floaters ‘

\

' Separate “floatersﬂ can alsohbe~bought to protect personal property of value
greater than what would be included in the homeowners' policy--more than
$1000, usually. Examples: silver, jewels, furs, antiques, art cojllections,
etc. ~ :

-

N . Theft Coverage and Liability Protection \

If you do not want the homeowners' packaged insurance plan or cannot obtain’
it, this type of policy can be purchased separately as an alternative.
However, it must include one of the following: * ®

. : Fire Insutance--cevers. you against fire and'lightniﬂﬁ.
Fire and Extended Coverage--covers against fire and lightning
as well as wind, -hail, smoke, vehicles, explosion, etc.

L 4 -?‘ij

PROPERTIES COVERED IN A POLICY

Your house, garage, and other private structupes (not .for business) on your land
are always covered.” Many, people are underinsured because they base their insurance

LA

.
L
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-~ on market value.‘ Insyrance should be based on replacement cost--what it would cost
to rebutld the same house with today's labor and material costs. Your insurance

agent has the meahs to calgulate replacemerit costs. :
%
It is recommended that you should carry insurance on 80 percent of the replace-
ment value of your property so that the insurance company will reimpurse you in
the entirety for partial losseS. If you do not meet this 80 percent co-insurance
c¢lause, you will only be reimbursed for a proportionate share in case of a partial -
_loss. In case of a total loss, you would be paid up to the }imit of the policy.
‘But ‘be aware that most claims are for partial losses. For example: Your house
- (inclyding land) has a market value of $38,000. Your insurance broker tells you,
4:>after careful calculations, that your particular house, wi{h its special features,
cannot be rebuilt for less than $55,000 in today's market.® You should then carry
insurance for at least 80 percent of $55,000, not just on $38,000. You may want
to carry insurance for as much as 90 percent of replacement costs as an inflation
guard: ) N

- ) .

If your home cannot be occupied because of damage caused by a peril you are insu;éd
against, your homeowners' policy will take care of the additional living expense
of hotels, restaurants, etc., up to the limits stated in the policy.

-The contents of your house are also insured under a -homeowners' policy. Be aware
that your insurance contract will always have a depreciation clause for furniture,
household goods, etc. If you own expensive silverware, jewelry, antiques, art, .
ask your insurance  agent aboyt a 'personal property floater" in addition to your
general policy. Make sure that you have an itemized list of al{béfur belongings

in a safe place. In case of theft-or fire, this list will be yobx proof of what '
has been lost. You may wish to take pictures of furniture, silver) etc. Pictures
and copies of household inventories need to be kept 'in a safety deposit box.

¢

A POLICY FOR THOSE -WHO RENT (HO-4) ' ’

\

-

If you live in an apartment or rent the holisé-'you occupy, you can insure your
household contents and personal belongings under the Contents Broad Form, or

Tenants Form (HO-4). This policy includes the same IS perils covered jpeHO-2.
Since you do not own the dwelling or private structures, they are not Inmsured

under HO-4; however, your policy does provide coverage for additional living ¢xpense.

A SPECIAL FORM (HO-3) . : -
S If you want the greatest possible protection for your dwelling, but do not want

to pay for this same extensive coverage on personal property, consider purchasing
a Special Form (HO-3). This provides the same coverage for the dwelling and
private structures as does Comprehensive Form (HO-5), while covering property

for the same perils as in the Contents Broad Form (HO-4).

L

s
L] -
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x o T
ADVANTAGES OF HOMEOWNERS ' INSURANCE ) N «

The advantages of a packaged homeowners', tenants' or shareholders' policy
are that: 4 L

it is less expensive.
it is easier to schedule (budget) one payment
it is less confusing--one.pplicy covers everything.

Know the perils you are insured against, and don't be underinsured!

. A

For comprehensive information about property insurance in general, send for .
a tree copy of A FAMILY GUIDE TO PROPERTY AND LIABILITY INSURANCE from
Insurance Information Institute, 110 William Street, Ncw York, N.Y. 10038,

v

or ask your real estate agent. -
- ]
e’ ,
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WHAT'S IN A MORTGAGE? GET TO KNON THE TERMS

~

You are ready to buy a house. ,You will probably need to apply for a mortgage.
Most people can afford only a cash downpayment when they buy. a house, and have to
’ finance the rest of the purchase price through a home mortgage loan.
\ .

Some people let the excitement of buying a house--especially if it is their first--
overrule their feelings of caution. Yet the emotional impact of financial problems
stemming from house worries cannot be overestimated. A main reason behind fore-
closures on homes is that ‘people buy without realizing the total cost of ownership.

Have you figured how much you can really afford? Your monthly expenses will
include: : .

- mortgage payments '
taxes
insurance
utilities
house maintenance and repairs

VARYING INTEREST RATES

It pays to shob\ntound for the most advantageous interest rate 4nd contract terms.
Interest. rates wil} vary: ' ) “

with different lenders.

S0
with the size of the mortgage and the amount of downpajment/. (The
larger your downpayment, the smaller the net exposure of the lender
will be. Thus, the interest rate will be lower.)

with general cdnditions in the money rket., (if the demand for money '
is stronger than the supply, intorestf;ates will go higher, and vice versa.)

with the type of mortgage--VA, FHA, cdnventional, etc.

In the past, the practice has been to have interest rates remain the same T the .) v
length of the mortgage contract. Some mortgage loah contracts now contain/a

variable interest rate clause which allows interest to be raised or lowered

according to the general interest rates in the money market. Other, types of

mortgages are being tested and may become available in the future. It will pay to

. ask about types andguosts of mortgages available and to determine the advantages °
and disadvantages Yor your situation. ¢ ’ ‘

. : : i : .
2 . \ . . . LI . N
3
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—— | [
IDEAL FINANCIAL TERMS

There are many terms and ftacts that you should be aware of when shopping for a*

4

The most favorable financial terms, rogurdISSS“of where you get the mortgage,
usually include: . . :
‘Q . o, R

a large downpayment . from you (except in times of prolonged inflation).
the lowest interest rate avalilable. . -

as short a mortgage period ag you can comfortub1y~fit into your
spending and savings plan; the shorter thq‘period;;the more you «
save on interest charges, which can amount to thousands of dollars. (,\_ '

. Lo - ‘\. -
no prcpayment penalty clause. )

no escrow requirements by bank chowever, esCTOW can be a form of
"foreed savings').
© "t
Remember, you are offering the property as collateral for the mortgage loan. If
you default on payments, the lendlng agency will foreclose.

v

WHEN SMALLER PAYMENTS ARE RIGHT

You-may need to consider a loan which can be repaid with smaller monthly payments
over a lqggfequrlod of time (although you will pay a higher interest rate and ‘
more mohey interest). If income increases over time, you may be able to make
additional payments to reduce the principal. In times of prolonged inflation

you will be paying off your loan with cheaper dollars. This might influence
against paying off your loan early. v )

REFINANCING A MORTGAGE o , - o

BT

This is changing or renegotiating a lodn with different terms. Usually this is
done to decrease the amount of monthly payments, over a longer period of time.
Another purpose might be to use the equity for somefother purpoqe The interest
rate at the time of ref1nanc1ng is usually changed.

PAYMENT BREAK FOR YOUNG AND OLD FAMILIES | ) -

A relatively new optlon offered by some banking institutions and savings and loan
associations allowf the buyer to pay interest only "afid no principal during the

first five years of the loan. This option is intended to make it possible for

people with a limited current income but potential for greater "future income

to purchase a house. L AN il : . N
Graduated payment mortgages (GPM) where the buyer makes smaller payments earlier

and larger paymefits later, are another option &vailable from Savings and Loan ‘

« Associations and banks whick are authorized to offer th However, not all

-: Savings and Loan A&aociat1ons and banks offer them yet. '

bR
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-

Another new tfpe of mortgage is the reverse annuity mortgages which, if available,
allows older homeowners to use their equity in their homes to pay for their
mortage. . . . ‘ :

Variable rate mortgages, where the mortgage rate fluctudtes with the interest rate
in the money market, is another option that some financial institutions in
California (where it can be offered) are experimenting with. : .

The decigion to extend such terms will be made by the lender on the merits of
each application. ‘

Consumers need to understand that with this type of mortgage, they will make
payments for five years, and at the end of that time, they will still owe the same .
amount ‘of principal.

PREPAYMENT PﬁgALTY CLAUSE

-

Sometimeé people want to pay off the mortgage at a faster rate than stated in the
contract’ in order to save on interest payments. This clause tells you how much of

‘the loah you can prepay each year without a penalty, and if you pay a penalty,

how mugh it will be. A penalty is charged by the lender to cover his or her expenses
when you change the original terms of the loan within a specified time. Be
expecially aware of this if you are likely to move frequently. For example, in

New Jersey there may be a "3-2-1 Clause" included in the contract, allowing you to

 prepay a certain amount per year (approximately 20 percent). If you prepay over

and above this sum, you would pay the following maximum penalty according to New
Jersey law:

3 percent of the face amount of the mortgage in the first year,

2 pertent in the second year,

>

1 pepggnt in the third year, and nothing thereafter,

A conventional loan may or may not have a prepayment clause. When seeking a loan,
it is to yaur advantage to ask for a prepayment clause allowing repayment ahead
of schedule without a penalty or fee.

If you obtain an FHA mortgage, there is no prepayment penalty up to 15 percent of
the original loan in each year. With a VA loan, there is no penalty whatsoever.

AMORTIZING A LOAN - ' : S

This means .that you make periodic payments (usually monthly) of interest and
partial repayment of principal during the entire loan period. These payments
remain the same over the life of the loan, and so will your total monthly payments

unless taxes ahd insurance costs increase and they are included in your monthly

payment to the bank. Since you pay interest only on what you owe, the interest

gortibn of your mortgage is largest at the beginning when your outstanding debt
s greatest. o c o
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&
In the middle and towards the later years of the loan period you owe less,
therefore \the interest portion is less and the principal portion is largest

i .

ASSUMING A MORTGAGE v .
Somet imes you can assume or take over an existing mortgage If the seller has
owned his or her house for several years, it is likely thdt the existing mortgage
has a lower interest rate. However, you will need a ‘larger amount of cash for
the downpayment--the difference between the purchase price and the balance due
on the portgage. If a large amount of the existing mortgage has beey paid by the
‘owner, #nd the property has apprec1ated the drfference may amount to a large sum:
of money. .

BORROWING CASH FOR THE DOWQ\AYMENT
It is considered r1sky to obtain a loan and use’the.cash as your downpayment

. when buying a house. You need to ask yourself, "If I do not have the money now,
will T have it when payments come due?"

* * - -

LATE CHARGES

Read and understand the penalty for late mortgage paymenxs Unless a grace period
is granted, 'the entire unpaid balance on the loan is 1ﬁmedaately due in most
instances. .

'

MORTGAGRE HELP FOR WOMEN , ' ISR

~

“

Women or married couples who have had dlfficulty obtaining mort e money may be
helped by new legislation. The new Fedeyral Community and Develg ment Act, Title 8,
Public Law 93-383, as amended, forbids discrimination on the basis of sex in the
area of mortgage loans or in selling or renting a house or apartment. ‘This is
also the case under the Equal Credit Opportunxty Act.

Married couples should take note because the income of both husband .and wife must
be considered in applications for federal mortgages

For more jnformation, contact any office of the U S. Department of Housing and
Urban Development.

d
e
{
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" TYPES OF MORTGAGES

= You've found the house you think }ou'd like to buy. Now you are concerned about
haw to finance it and what type of mortgage to get. Which is best? What are the
differences between the various types? e )

e -
( 14

4

CONVENTIONAL MQRTGAGE

Savings and loan\associations, savings banks,‘commercigl Banks, life insurance
companies, and other private: lenders offer long-term mortgage loans. The real
estate you are buying is used as security for the lender. .

A few points to remember about conventional mortgages are:

3

About 3/4 of all mortgages are financed the conventional way.

i
¢

You are eligible if you have a good credit ating, the required downpaxmént, »,
and enough income to handle the monthly payments. : ¢

The average loan is approximately 75 percent of the purchase price. This
means you have to pay the balance--1/4 to 1/3 of the price--in the down-

t. . /

paynfn , : )' |

) . Savings and loan associations and banks often hold to a general rule: not

e more than 35 percent of the buyer's monthly net income should be used for
the mortgage payments (including principal, in;erest; taxes:)

Usually mortgages allow 25- to 30-year periods for repayment. You can arrange

for a lbnger‘period.‘ Although your payments will be slightly smalleér, ) PN
interest costs will be greater. , . '

Mortgage rates change periodically. They are generally influenced by the
state of the economy, and the interest rateés in the money market. In .
partigular they depend on the size of the loan and the amount of the down- ™
payment. It should be noted that within the mortgage market, there is a
range of flexibility from one lender to another. Consumers need to shop, -
around and compare mortgage interest rates, amount -of downpayment required,
repayment terms, etc. For example, in 1979, a bank ‘in New Jersey determined
the interest as follows: ‘ ,

| - - ’
7 ' . .
' AMOUNT OF DOWNPAYMENT K\\ ' MORTGAGE INTEREST RATE . ‘ \\
" 25 - 39% Down _ .10 1/2% . .
40 - 49% Down 10 1/4% =
508 +  Down 10
. _ . ,
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" Several points to keep in mind about VA mortgages include:

S - - ' ‘ ' ‘
Fact Sheet #20 _ . -/ ‘ L2

You will have a short waiting time to find out if’ your loan application

has been approved (approx. 2-3 weeks). ‘o

. . Be"aware that the costs of proc‘;:;;;/:;:\hortgnge loan will differ .
somewhat from lender to lender. ‘ .

Most likely yoh will ha‘g)a'prepayment penalty clause in youp contract
(depending on the state). ' ‘

. ( ; y . ,
For more specific information as it pertains to you and.your family, contact an

officer in the mortgage loan department of a local 'bank or savings and loan asso-
ciation. ‘ '

If you find that you are not eligible for a convontio’nal,mortdage, you ﬁigﬁt want
to apply for a VA or FHA insured loan. Your local banker will tell you which
financial institution handles‘these loans.

VA MORTGAGE

The Veterans Administration is a government agency which guarantees mortgage loans.
%ﬁ,ptbmises the lending bank or agency that, in case df foreclosure, it will pay

e lender 60 percent, up to a maximum of $25000. v '
Eligible veterans should inquire about this type of financing. A veteran can request
and obtain a certificate of eligibility from the Veterans Administration, then find
a house and go to the lending agency to apply for a loan. The bank then inquires

about the veteran's wages and sees if he, as a prospective buyer, can "carry" the
house. |

-

Usually nb.downpaymentxis required. L
There are usually lower interest rates, but the buyerlmay have to pay a
+ loan origination charge. ‘ . S

The seller may also be charged. For'this reason, the seller may increase i
the price of the house for VA mortgage consumers.

. Repayment time is up to 30 years. I
’ v ' [
There is no prepayment penalty. ‘ f
There is no cost for mortgage lnSuranpe promium.5

For further information, write to the Veterans Administrdtion's regional office
nearest you. o | ‘ '

~
&
o
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- FHA INSURED LOAN

The Federal Housing Administrat4gon is a government agency whichﬂinsures~iqpns
and guarantees the lender that it will pay certain losses in the event of fore-
closure. ;

THq{éHA helps people who might not otherwise gualf?y for a conventional mortgage
_ loan because they do not. have enough income or money for a sizeable downpayment.

The FHA appraises the value of the house and giveg this information to the bank

from which you are seeking a mortgage. (It does not "approve'" them as is sometimes

misrepresented.) Ask the lender what the appraised value is. Then you will know

if the price which is being asked for the house is in<line with the market value.

(Example: Appraised value is $49,000. Seller asks $55,000. Are you still willing

to buy? Maybe you can bring the price down.) '
B

b d

Your bank or savings and loan association may ﬁandle FHA insured mo:ﬁ;ﬂ&e loans.

¢« Characteristics of FHA insured loans (subject to change) are:
; Ddwnpayments are smaller, as low as 5 to 10 percent. ° * k\\\
. . The repayment time period is as long as 30 to 35 years.

The buyer can repay up to 15 percent per year without incurring a penalty.
The buyer is sometimes charged a lower inter®est rate because of the lowér
risk to the lender.

A mortgagé insurance premium of 1/2 of 1 peréent on the decliningbﬁzance
of the loan will be charged. ‘ ‘

' ’ ’
The buyer can also be charged the maximuwn of "ong point." One point is
considered to be one percent of the mortgage. (Example: Mortgage is
$35,000, 1%= $350=1 point«s§ You also Pay an application fee.

The seller will oftensincrease the price of the house, and indirectly pass
the extra charge onto ‘the buyer. This is because the lender may charge the
seller additional points when FHA loans are secured.

]
There is often a longer waiting time for mortgage approval. It can extend
to & month or more. -- . ‘ .
For further information and literature on federally inSu}ednmrtgazeloans. write
to the Department of Housing and Urban Development, Federal Housing Administration,
in your area. :

»

)
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PRIVATE MORTGAGE INSURANCE * | . ,

!
{

are able to obtain with.a conventional mortgage. Private mortgage insurance (PMI)
companies will insure the mortgage loans of qualified applicants. Although you
will pay extra for this insurance, the availability of private mortgage insurance
reduces risks to the lender, who will then be able to extend higher percentage

; foans to you than their typical lending policy would ngrmally permit.

lfAyou can‘only afford a small downpaymeht, you migﬁs need a larger loan than you

\

"EXAMPLE: The bank requjires a minimum downpayment of 20 pércent A qualified
applicant who does not have this downpayment, but could put down 10 percent, could
thus apply for a conventional mortgage loan with private mortgage ‘insurance.

Since houses are increasingly‘expensive, many families find themselves pr1ced out
of the housing makket. Young families frequently cannot afford. the required
downpayment. Private mortgage insurance enables those families, where the breadwinner
has a "promising'" future but nottﬁu:present income or downpayment to go along with
it, to obtaln a mortgage.
Points to keep in mind about this type of mortgagekinsurance (5ubject to change)

w are: ’

Qualified applicants may be able to get loans of up to 95 percent of

P purchasing price with private mortgage insurance in tlmes of "easy credit."

Loans will .be insured up to $36,000 on a 95 percent loan, and up to $45,000

on a 90 percent. loan. “
N »

[}

You will pay a premiuﬁ‘to ‘obtain this insurance on a conventional loan.
This will either be a flat fee (approximately 2 percent) or about 1/2
percent of thé mortgage in the first year and 1/4 ‘percent thereafter.

AN

Ask'your lender if he/she handles privately insured mortgages; not all lenders do.

~ FARMERS HOME ADMINISTRATION MORTGAGE

Characteristics of this loan (subject to change) include:

h (]

The interest rate is as low as 6 percent d

. The maximum payment period.is 40 years, while the minimum repayment period"
\ is 33 years. ]

2 . There is no downpayﬁtnt required. :
a ' '
\\\\“\; /) - The amount of the loan is based on the applicant's eligibility
V% T N 2

The mortgage is insured. . C§}> )

. ¢

Loy
v f
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Note: Please be aware that mortgage terms and interest rates can change from

b

time to time according to economic conditibns.

For more detailed information, contact the regional office of the Farmers Home
Administration in your area. L B

t
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&

FINAL THOUGHTS ON MORTGAGES

L[]
B Y

. .
RISKS OF "ADDITIONAL FINAMCING -
_ K | \ '
There are certain facts you should keep in mind when considering the possibility
of additional loans on your home. . .

HOME IMPROVEMENT LOANS . .
Banks and savings and loan associations and sometimes credit unions can make FHA
Title I and similar loans if you.need to finance large repairs or want to build
an addition to your house. You will need some form of documentation as to the
nature of the improvements you are planning--an estimate from a .roofer, for instance.

The risk to tfle lender is greater with this type of loan than with a regular first
mortgage and you will most likely be charged 3 to 4% more than the going rate for
a first mortgage (for example, a 10%% interest rate on the first mortgage and a
12% ‘rate--even 14% or more--on the home improvement loan).’ . , c
You pledge any equity you have built:up in the house as security for the loan. You
will have a second lien on your property in addition to your first mortgage. You
still hold the title to the property, but if you should default on the loan (fail to
pay when required), the.lender can and will foreclose, even if you are still meeting
your regular mortgage payments.: Consider this type of loan only for projects with
Jdong-term bénefits. . '

) : . {
Check with your local bank or savings and loan association to learn the latest
.ceiling on home improvement loans and the timq\limit set for repayment.

<

SECOND MORTGAGES
As the name implies, second mortgages are taken out by homeowners on top of their »
existing mortgage. Second mortgages can be extended for many reasons, such as o
consolidation of debts, home improvements, vacations, or luxuries. States vary
widely/ in the regulation of these second mortgages and the companies who can offer
them. The following example illustrates how second mortgages are regulated in the
State of New Jersey (as per January 1979). Under the New Jersey Secondary Mortgage
Loan Act, finance companies and other &stitutions licensed under the act are
presently permitted to extend second mortgage loans at. 15% annual interest,
although the commissioner does have the power to raise this to 18%. There are no

legal limits on the size of the loan or the length of time for which it may be made.

‘ The lender sets the terms of each loan on the basis of your financial situation and
the equity you have in your house. S .
¢ .
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Again, }5u will have a second lien on your house and -you wigL be making a long- '
“term commitment at relatively high interest rates. Your daily needs will still
be the same. . ¢ ¢

~Second mortgages do serve a valid purpose and fill, needs, but conbider the, purpose
and length of time before taking on such-an obligation

FORECLOSURE
This means that your home is sold t:’pay delinquent mortgage debts. You will also .
be liable for legal fees, court costs, and all other debts not covwred by the pro-
ceeds of the sale. - | ‘. a4

‘ ~
The following are some of the reasons for foreclosures as shown in an nnalysxs done
by the Loungll ‘of Better Business Bureau

\

Insufficient funds at time of purchase S . ’

A

Home  too expensive in relation te income

.;;Poorly built house which required unexpected maintenance and repair

<

. . Decrease in income
Marital discord

LIFE INSURANCE AS MORTGAGE PROTECTION . ) * ‘
- It is advisable that you protect your depengbnts by buying life insurance of rsome
kind before you take out a mortgage. Many times lenders will insist on-it. On
wthe other hand you may already have enough insurance protection prior to the
purchase of a house and may not need addi;ignal coverage.

Term Insurance--provides life insurance for a given period of time (usually
for a specific number of years) up. to age 65. Some term p011c1es are {renewable

at the end of each term, but the premxum is higher each time it is renewed. \
) Term insurance provides the largest amount of protectidq\fgz/;he lowest
immediate cost. :

Decreasing Term Insurance--is sometimes called monigage protection insurance.
It may be issued for the same length of time as a mortgage. The face value of
the policy decreases as the principal is reduced through mortgage payments.

Whole or Stra&gbt Llfe Insurance-—ls for a 11fetime with premiums payable
until death. The premium payment remains constant and builds a cash value.

When buying property, review your current insurance policies and determine how to
best cover additional risks, and also whether yoy need additional coverage in view®
of your new debt. Contact several insurance companies to learn the types and
combinations of insurance they would recommend and their cosi . '

ro - “ 4




QUIZ FOR UNIT IV -- FINANCIAL ASPECTS OF HOUSING

/

o
¢

‘ Dear Friend, L

~

' This quiz covers Fact Sheets lstthrough 18 of Unit IV -- PFinancial Aspects of
Housing. ‘ : o .

to refer to your fact sheets whenever necessary. Please follow the quiz

{/After'reading the fact sheets, you are:.ready to complete the qﬁiz.‘.Feel ffée ‘
instructions and return the Quiz in the return envelope.*

n
jk Name

. | o | Address -

v “ ¢ : ' Zip

[§

Jlnstructions:

This quiz contains three types of questions, true-false,.multiple choice, and.
gatching. . ‘

True-false: Circle ™T' if the statement is true and "F" if the statement
is false. , )

‘\g -

Multiple choice: Select the best possible answer épd write the corresponding
letter in the blank provided. . ,

Matching: Match the categories on the right with the correct character-
istics on the left. .

1) T F Property taxes and the interest portion of mortgage payments car’ be
deducted from taxable income.‘> ‘ .

2) Generally, monthly payments of pringipal; interest, and taxes should

p———

not exceed more than:

a. Jone week's pay .
b. / two weeks' pay : =
c.\ three weeks' pay '

3) You may get a lower price if you house hunt in the:
a. summer : o ,
b. fall ' . o
¢. winter
d. *spring,




. : : 22

?
4) T F A purchuse agreement includes all tgrq; and conditions of the sale.

' but does not give the buyer the title to the property.

. '
-

_S) T F Bnrnest monay is always roturnod if you chaqlp your mind about buying ‘ T
) ’ the house. t ‘ ‘ !
- 6) ’ “Clobds" on property are: - R o
a.: disputes over propemty boundarjes e -
’ b. restrictions on property, either recorded or unrecorde -
" ¢. defects in the house itself -
d. closing costs , ' .
7) Match the following: ] ‘ . : ' >
a. Depreciates faster than : 1. Cooperative Apartment
single-family home : ! N -
b. Shareholders share ownership 2. Mobile Home *
. of entire complex |
c. Sectddns of house are rented 3. Multiple-Family House
‘ out help with mortgage o
payments 4. Condominjum
// d. Share ownership of ‘land, - 5. Single-Family House
but each unit is owned : ’
separately
» 3

¢

We would appreciate the following information to help us'improve our service‘

Have you used or shared any of this informati&n from the.fact sheets or
do you plan to do so?*

Yes No ; AR

[——— [ @

»
If yes, in what way? -/

‘
-~ - . - ‘
. B . .
-

- 'Applicable ‘only if this unit has been administered through a County Cooperative

Extension office. If not, please complete the quiz and retain for your own
~ benefit and reference. .

L 4

=~
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Denise M. Matejic, AséBciafe 'Spocialist in Family Resource Management,
Depatment of Home Economics, Cooperative Extension Service, Cook College,
Rutgers University, N.J. o : N

September 1979 : Xy «

*
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Dear Priend, ‘ "
Nelcome to our final unit of our hone-study course, "Your Nonoy -

Matters.'' This unit.is o:;!gktgl_Your Monoy Grow. .
Included in this packet are:  »

- eight fact sheets _ ”
- & new quiz . , ( .
- a retuim emvelope
- your corrected quiz from Unit IV, 1f you returned it on tlno.
(If you weren't able to return your quiz on tige, please feel
free to send it to us now. We will correct it and return i

to you.)

-

Please fi1l out the quiz and send it to us in the encloséd envelope
by . We willccorrect it and ratufh\
it to you in approxilntoly three weeks. ﬁ “\1

A certificate of achievemont will be sent to those, course
participants who qualify. To qualify, one must couploto and rcgpxn
the quizzes from all five units ~

Ne are looking fbrward to receiving your quizies and ‘also unlco-a
_any comments ‘you would like to make regarding the course. Did ¥
the course benefit you! Are you contemplating any persoral Tinancial
action because of the courso? Have you sharnd the, information with
others? ,

Plesse let us know your roaciions and opinions. - A1l thiy/ information
will be very valuable to us as we evaluate the course and its benefits,
tO CONsumers. | o

We appreciate your interest in our course. It was 8 ploasuro to work
with you. : )

’ ’ \
: : // Sincerely,

.
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_ 'Making Your Money Grow - UNIT V FACT SHERT #22
"

WHAT SAVING CAN DO FOR YOU

Saving means putting money aside from present earnings in order to provide for a
known or unexpected need in the future. :

. It is an integral part of family and personal financial planning.. The decision
" to save or not will influence your futurq, your standard of living at retirement,
ard your present level of living as well?‘\ ‘
, ! g}
The more you are able to save, the more security you may have in your future
years; at present, however, it may mean that you need to lower your -standard of
living or adjust your lifestyle accordingly.

Individuals or families need to set goals for themselves and to think in terms of
their reasons for saving. They should then calculate how much money they can put
aside, and determine where to put their hard-earned savings. To do this, they will
need to set up guidelines for themselves as to how much they can save gnd how
closely they should stick to the guidelines. These guidelines will help steer them
toward a prosperous and independent future. : '

WHY SAVE?

The reasons#for saving are manifold, depending on such factors as age, education, :
job, stage in life. tycle, and number of children. The following are some exafples N
of why people feel savings are important to them:. ' :

coping with emergency problems--short-term needs which might arise,
unexpected occurrences, unemployment, switch of job or career.
buying a car (downpayment or cash). ' o
educating your children or yourself. )
purchasing a major appliance, furniture, boat, household goods,fhome,
condominium, mobile home, cooperative apartment, second or vacgftion home.
financing your child's wedding. . ¢
supplementing retirement income. ‘

. saving for a vacation or leisure activity. ‘

- ‘building financial independenceé for yourself or your family through
investments in stocks, bonds, or real estate. N :
providing for religious and cultural ceremonies (confirmation, bar mitzvah,
sweet sixteen party). :

. purchasing gifts (holidays, birthdays).
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HOW MUCH MONEY SHOULD YOU PUT ASIDE? : "

A genergl rule of thumb is to have at least three months' worth of savings in your
savings account. Some financial experts say this figure should provide income for )
six months or even a year. )
The average savings for American families. is approximately 5 to 7% of their income
per year.

How much money you put aside will have to be determined by you after analyzing your
- personal circumstances such as: age, present and future earning power, and number
_of dependents. For example, ask yourself the follgming questions: What will I
need? How will I provide for my children's educat¥&n? How will I provide for any
major. unexpected expenses, such #s medical costs.or the necessa purchase of a car?
You will need to take a short-term as well as a long-term look %at your aspirations
and goals. ' '

STAGES IN THE LIFE CYCLE .

 1§ every person's life there are stages when the need arises to reflect on where
olg’ is, where one has been, and the direction in which one is going.

s"\ «* * Financially speéking,_somq.of ‘the most &mportant cornerstones are:
. : Y ] B
getting a job and becoming '"independent" e S ‘ \
: . getting married . . o ‘ -
~ . starting a family ~ - i &
sending youngsters off to college; planning their weddings = o
+ preparing for petirement. . . T e .
Y 4 :

~ Savings should enter the picture (at the latest) before marriage, as there shoéuld :,

v //bq discussions- on jointly held values regarding money, future job aspirations, / ;

-~ .size of expected family, etc. Attitudes about financial matters need-to be discusséd - .°

‘ and some tentative savings plans should be made at that time. Also, if both spouses - . -

are g@ing to work, there should'be an understanding as to what their cumulative funds

- *  should accomplish. If this is no® done, -monies may just pay for an increase in the .
,standard of living (new car, clothes, vacation, etc.) and will not cover unforéseen .

expenditures or future savings.- '\ h ' ‘

S ' : Axwofd needs to be added regarding blans to start a family. College losts afe -
soaying and parents would be wise to start g college education fund for their -
. children at a young ‘age. )

-

~ . e

~ When youngsters leave for college, parents will find themselves either tremendously
" - burdened financially or relieved--depending.upoh how provisions have been made for
. the schooling. - If youngsters start to work after high school or are able to receive -
-~ - a scholarship, the parents will have funds available to start a strong savings
v . program. This is often\the time when individual earning i5 very high. Efforts
" should be made by the pdrents to aécumulate savings:for future retirement needs.

Y
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HON TO SAVE o N

s

The following are some tips on the mechanics of saving:

Saving regularly and in relatively small amounts is generally more
effective than putting aside larger sums but at more sporadic intervals.

. Savings is a habit therefore, "paying yourself first" is a proven method
- of successful accumulation of money. It means that you include some '
saving (e.g., $15.00 per paycheck) as a fixed expense in your budget. T
Fixed expensés are obligatory payments such as mortgage, rent, or payments.
on an installment contract. You can save either by depositing the agreed-
upon sum in an account yourself, or through payroll deductions, thus
accumulating U.S5. Savings Bonds or funds in your credit union account.

It is a good idea to utilize different types of savings accounts and
''stagger' them, then label them according to your objectives. The
following are some examples: . ' y

Short-term savings account, such as a regular savings account, to meet
short-term needs (paying of irregular future fixed expenses-- e.g.,
insurance payments due in June). 'Monies would be saved at regular
intervals towards that goal." ) .

»

Short- or intermedﬁate-term'§aviqgs account for a specific goal (e.g.,
the purchase of a new car or major appliance).

Intermediate-term account for specific purposes (e.g., house); either
in savings accounts or four-year certificfdtes of deposit.

Long-térm'hccount for long-terin savings such as a seven-year certificate
of deposit (no specific reason; may be used to plan for future, estat?
building, etc.). . ] .
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’

) | _
GUIDELINES FOR BSTABLISHING Yoﬁ)PaRsow. OR PAMILY SAVINGS PLAN
. ' !

-

A good savings plan is like .a fine cuspom-made suit. Both are designo£~with d
specific person in mind. If individual detaily are taken into capsideratyon,
the finished product will fit.adequately “where needed but will still gllow room
for expansion. , . . \\

The following are steps you can take towards developing a personal savings plan:
ANALYZE YOUR PERSONAL SITUATION AND ATTITUDES

Your personal circumstances--income, marita] status,’ number of dependents, and
whether you have an adequate emergency cushijon--play an important part in determining

your objectives. Temperament, age, style living, personal values, professional
goals, and future expectations are also imgorpant factors. '
;\" 7

Age, for example, and the security a person feels on the job will -determine whether
monies should be put aside primarily in savings accounts, or invested in stocks.

If a person needs steady income but is at the retirement state, he/she might choose
certificates of deposit which offer steady income instead of stocks, because

stocks fluctuate in price while certificates do not. Temperament and emotional
make-up will determine whgther you are willing to take chances with your ‘money.

Many married women have gone back to work, and are bringing home an extra income.

The salary need not be used entirely to increase the standard of living or to make
ends meet. It tan be saved and spent prudently with greatdr emphasis placed on a

long-term savings and investment program with potential advantageous results.

IDENTIFY YOUR FINANCIAL GOALS AND OBJECTIVES

What are you really looking for? What are your objectives for your family? As you
develop your own financial plan, consider the following:

One person may have a g:pat need for security and find it necessary to
have his or. her savings in the safest possible place. He/she would not
consider taking any risk in order to get a possible higher return.

Another person, however, might feel the opposite way, taﬁing chances and
aiming for a maximum investment growth, or opting for the greatest possible
income. I .

Then there is the individual or family to whom a guaranteed steady income
is of great importance. -

Another may be looking for the greatest possible return and not mind

_sacrificing financial safety.
. » ¢ ’ “~
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What ;ro your objectivos? Do §ou want ready access to your funds at all times?
Or .aré you looking for a hedge against inflation, or tax savings? Needless to
say, one cannon\have all of the above goals at the same time. . ‘

Examine your major savings and investment goals. Which ones most readily
describe your situation? ‘ .
Principal is safe (you need a feeling of financial security)
Return is guaranteed ' .

Income is steady - : .

Funds cagbbc withdrawn without penalty or loss of interest (for

emergency reasons) N
Greatest possible income is derived :
Investment growth is the goal (with available funds to protect against
inflation) ‘ . K

. Tax advantage is featured

Purchasing power is protected (hedge against inflation) |

You need to keep in mind that no single jnvestment will serve all of the above
purposes. In general, the safer your principal, the lower your rate of return.
The hjgher the potential or promised appreciation or return on your money, the
lkighér your risk.

{, |
CONSIDER YOUR PRESENT FINANCIAL SITUATION .
The day you begin thinking about money is actually the first stage of ‘your ‘financial

planning program. Examine your personal situation, values, and family attitudes A

about money. Write down some specific short- and long-term goals. 7

Examine these goals again. Do they still apply, or has your readihd and‘thihking
about money caused you to change some of your ideas? If this has happened, take .
some_time to update your list. , v

- You also need td‘prepdrb a'fdmily budget by calculating net income, examining daily

expenditures, and anticipating all of the fixed and flexible expenses your family

- will face during the coming year. List your net income, subtract total expenditures,

and determine the remainder which is yours to do with as you please. This remaindeY
is_our majoT interest because a certain portion of it can be set aside for savings.

How is- your family doing financially?' Are you improvin} yearly or just barely
holding your positdon? T ' .

A

With proper Plgnning over a specified period of time, you can actually restructure

" your financial picture. L

» B .

PSS . TP O S SR



Fact Shfrt #23 : | o - 5.
/ R )

BECOME AWARE OF YOUR OPTIONS

Before putting money aside for long-term savings or investments, a family should
establish a checking or savings account. .

A poll was taken not long ago in which adults were asked the question: Where do

you put your money once you have saved it regularly? Séventy-four percent of the
people surveyed said they had savings accounts and 61% of the group had money in - J
life insurance, meaning money in the cash surronder value of their life insurance
policy. Another 32% said they had U.S. Savings Bonds, 31% had money in real estate,
and 20% had money in stocks and bonds. Although many of these investments carry
different risks and produce varying returns, the survey demonstrates that Americans

are concerned about their savings and want to invest them wisely.

A family interested in saving or investing has many options in fixed dollar and
flexible dollar investments to consider. These include:

checking accounts

. savings accounts _ : AN
*. U.S. Savings Bonds E and H ‘ g
. tertificates of osit ‘
stocks H -

bonds , “~
mutual funds '
purchase of a home

income-producing real estate

antiques _
coins and stamps ’ N
works of art ‘ ,
annuities A .

None of these choices are necessarily the best br inadvisable for a givén family.
However, they do need to be considered carefully in terms of risk, flexibility,
and the family's present and future financial needs’.

&
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INCREASING YOUR SAVINGS

Saving regularly, even in small anodnts, can significantly improve your financial
sifuation in the near and distant future. . Y

Once, you have mgde the’decision to put money aside, you have a number of options
available to help you carry out your goals. .

$
SAVINGS INSTITUTIONS AND THEIR CHARACTBRISTICS
s

Financlal institutions offer a variety of banking services.+ N
. Savings and Loan Associations and Savings Banks often offer somewhat S
higher interest rates than commercial banks do. They also may require
-a lower downpayment and slightly lower interest rates on home mortgages.
On the other hand, if you need credit for a car loan or credit cards, for
example, this type of institution cannot accommodate you. (Home improvement
loans are nvailab}e, however.) ’

. - . " Commercial Banks, which are also called department stores of finance,
offer a great variety of services to their customers. These include
checking accounts, savings accoungys, overdraft checking accounts, safety
deposit boxes, traveler's checks, long-term and short-term personal credit,
and mortgages. ~ '

Credit Unions are owned by their depositors. The members are all employees
. of one company, or members of an individual church or community organization'
‘v' Credit unions enjpurage thrift and regular savings through the automatic
~r Payroll deducti lan. They offer credit to their memberS, e.g., home
improvement, collbge loans, car loans, or personal loans. In recent years,
credit unions have undergone great expansion and growth. Some even offer
home mortgages to their clients. Intersst rates on deposits, or dividends I
n shares, are usually slightly higher than those offered by other 1ns:}/’ /g‘

tutions. Frequent withdrawa®s are not,ﬁﬁqouraged.

Insurance Companies offer another savings option for families. For example,
when you buy a permanent type of life insurance, e.g., whole life insurance,
you build up cash value over the years. fonsumers can borrow-against their

Y |
* S the chart included with this fact sheet,'ﬁbifferences in Savinhgs Charactér:
istics" for a comparison of services, safety of funds, etc. .
T
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" DIFFERENCBES IN SAVINGS CHARACTBRISTICS .
. ‘ ) {
§ \\ “‘\ Checking Regular Certificate U.S. Savings
' : — Account Sayiggg;Account of Deposit Bond E § H \*\
. . \ - . .
Principal is safe (your
‘original savings) Yes . Yes Yes Yos .
- ! / .
Return is guaranteed No Yes Yes Yes
Income is stahdy No Yes Yes ? Yes
Greatest possible ' '
income is derived No No No No
“ Funds can be ‘withdrawn 4\/;> ' ,
without penalty or loss _ »
of interest Yes Yes . No No ¢ .
i ‘ I |
/ T
Investment growth ‘. ~ ’
is the goal N/A N/A N/A -~ N/A
| AN
Tax advamftage is featured No No \ 'Qp‘ ( ~ possible
_Purchasing power is protected No d possible but possible possible but ' )

edge against inflation)

not likely

. not likely

142
A

.
-

N/A A not applicable .

1435
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cash value at relatively low cost while the policy remains in force. -

Once retired, and not in need of 1ife insurance, some consumers choose

to let their policies lapse. They can then take the cash value and deposit
it into a savings certificate or other savings option which will earn
interest. ‘

THE POWER OF COMPOUND INTEREST o N

In the "old days," people who wished to save their money put it under a mattress

or in some other "safe" spot’. Unfortunately, these home savings were not always

as safe as people assumed, and the money ‘dig not increase. in value. Fortunately

. for all of us, money that is put aside in savings institutions is safe and grows
for us because of compound interest. ‘

The power of compound interest means that you earn interest on your deposit. This

is then added on to your original deposit and becomes a larger deposit which earns

interest. Thus a regular savings plan, involving even relatively small monthly

deposits, can add greatly to the growth of your savings over the long run.

The following two examples will illustrate the above points vividly: Chart 1
illustrates how various amounts build up starting from when a child is 1 to when
he/she is 17, if parents put aside certain sums of money on a regular basis. The
chart can also be used for calculating how various amounts (e.g., $5, $10, $20, $25,
. $50, $100) build up to a sizeable amount after 1, 2, . . . or 17 years, regardless/
of the purpose. For example, if you put aside $20 a month regularly, beginning with
the time a child is 1 year old; you will have $6,604.31 available for him/her at age °
17 (a total of 16 years of regular saving of a relatively small amount). Saving
rogylarly and the power of compounding of interest mgke the above growth of capital
possible. ..

Use Chart I to plan a savings fund for the child. This chart is based on a & 1/4%
rate per year, compounded daily. : ’
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-

Chart 1

-

MONTHLY GROW POWER

: <
Starting at Here's how various amounts build up
1 Child's by the time your child is 18
Present Age )
§5 $10 $20 | $25 $50 $100
W 1 monthly ?onthly nonthly monthly nonth}y : 3mnthlx
0 o 1801.75 3603.50 JFE%207.29 9009, 04 18018.07 | 36036.15
1 | l651.0i 3302.02 6604.3f 8255.32 . 16510.63 | 33021.26
2 1507.98 3015.96 6032.16 7540.14 15080.28 | 30160.57
3 1372.26 2744.53 5489.28 6861.54 13723.09 | 27446.18
4 - 1243.49 2486.98 4974.16 6217.65 12435.31 24870.61
5 1121.30 | 2242.60 | 4485.39 15606.69 11213:g9/' 22426.77
6 1005. 36 2010.73 4021.62 5026.98 10053{96'_ 20107.91
7 895. 35 1790.71 3581.56 4476.91 8953.83 | 17907.65
8 790.97 1581.94 3164:01 3954.98 7909.96 | 15819.92
9 691.93 1353.85 2767.81 3459.74 6919.48 | 13838.96
10 597. 95 1195.89 2391.88 2989.83 5979.66 | 11959.31
11 ‘4" 508.77 1017.55 2035.18 2543;95 5087,90 | 10175.80
12 424.16 8;8.32 4}?96.71 2120.87 4241.75 8483.49
/ 13 _343.88 687.75 137Sf56 1719.44 3438.87 6877.74
14 267.70 535.39 1070.83 | 1338.53 2677.06 5354.12
15 195.41 390.83 781.69 - 977.10 1954.21 | 3908.41
16 126.83 253.66 507.33 634.16 1268.32 2536.65
17 61.75 123.50 247.01 308.76 617.52 | 1235.04
45
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Chart IT illustrates how given amounts grow at a rate of 5 1/4% a year, compounded
daily, when left in your savings account for various periods of time. (Charts I
and#1 - courtesy of Federal Savings and Lgan Association, Westfield, N.J.).

> : _
s

Chart II

HOW FIXED AMOUNTS GROW

1

How

Savingg

Grow $50 $100 $500 $1,000 _ | $5,000 $10,000

6 mos. gl.34 102.69 513.47 , 1026.95 5134.75 10269.50

1 year 52.70 | 105.39 526.95 1053.90 5269.50 10539.00

2 years 55.54 111.07 555.35 1110.71 5553.53 11107.05

3Axe;rs 58.34 116.67 583.36 1166.72 5833.61 11667.22

4 years 61.48 122.96 614.80 1229.61 6148.04 12296.09

, 5 xghrs 64.79 129.59 647.94 1295.85 6479.42 .12958.84

“10 years 84:24 168.49 842.43 1684.86 8424.29 ' | 16848.58
20Ayears 142.41 284.81 1424.06 2848.11 14240.57 28481.14
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TYPES OF ACCOUNTS (Where to Put Your Fixed Dollar Savings)

When you deposit money into a savings instltutioh. it will increase its value
in varying amounts, depending upon the type of account you choose.

Regular savings accounts are completely flexible. You can open an account
by depositing any amount (except accounts with credit unions which require
a $5 deposit). Earnings are added at regular intervals and compog?ded.

Certificates of deposit are accounts which offer a higher rate of return
than the "regular'" sawyings account. But the depositor agroes to deposit-a.
minimum amount (e.g., $500, $1000) for a longer specified period of time
(e.g., 1 year, 2 years, 4 years, ‘7 years). Your money earns interest from
the day you open. an account to ;pe date of maturity. Funds can usually

be withdrawn at any time, but if you do so before maturity, a lbwer earning
rate is paid and you forfeit some interest. Your certificates may auto-
matically be renewed by the institution at the prevailing'interest rate if
you-fail to cash 'in the certificates on the maturity date.

More recent certificates issued by institutions include 6-month‘certificates,
yielding around 9%, requiring an investment of $10,000. Interest is for-
feited if the certificates are cashed in before maturity. Interest rate
fluctuates with changes in the money market.

—~

For an example of types of accounts /offered by savings institutions and interest

rates, see the attached chart, '"Types of Savings Accounts That May Be issued by

Savings and Loan Associations in New Jersey." .

\ / ’
Other choices

|
In addition to the savings approaches listed above, there are other ways
families can save on a regular basis. These include: Christmas Clubs,
vacation clubs, school savings accounts, organization accounts, and payroll
deduction accounts.

Christmas and vacation club accounts serve the primary goal of providing
for the fulfillment of specific and foreseen events; saving occurs

. in small amounts and almost painlessly. Money deposited in accounts
such as these does not usually earn-a high gmount of interest, sometimes
none at all.

Organization accounts “include accounts opened by nonprofit community
~ clubs (such as garden clubs) and also investment club accounts, where
members deposit monies in between purchases of stocks to earn interest.

\\Plyroll deduction accounts i clude share accounts held with a credit
union, and automatic deductions~by the employer. An amount specified
by the employee is automatically deposited into the employee's savings
account with.a credit union. Some employees choose to purchase a U.S.

: Savinas Bond and havk it transferred to their checking accounts. If,

L1y




Fact Sheet #24 : S ‘ _ 7.
. e )
L .
for any reason, a payroll deduction account is not available,, you may
' make arrangements with your bank for a specified amount to be withdrawn
automatically from your checking accourt each month and transferred to
your savings account. -

-

OTHER FIXED DOLLAR SAVINGS (Savings Bonds and Annuities)

In addition to establishing regular savings accounts, many families supplement atheir
'savings by purchasing U.S. Government Series E and H Bonds. 1_.A

/
Savings Bonds*

U.S. Go;;:;nent Bonds S;ries E (new BE Series scheduled for 1980)

These are discount bonds sold in small or large denominations (e.g., face
value $50), up to a maximum of $10,000. When you purchase bonds, you pay
$37.50 or $7,500 respectively, and receive the face value of $50 or $10,000
' - at maturity date (5 years after issued). The difference is the interest
you earned (at present 64%). Savings bonds offer the highest degree of
safety. They are liquid, which means they can be converted easily into cash
(after an initial period of a few months). However, some interest is for-
feited if monies are withdrawn'earlier than at the maturity date.

U.Ss. Govornnant'nbnds Series H (new HH Series scheduled for 1980)

N These are called income bonds and are bought by consumers who need current
income. They are bought at face value, the minimum denomination being $500.
Interest is paid by the government on a semi-annual basis. Your principal
is returned to you on the date of maturity, which is 10 years after they are
issued. Denominations range from $500 - $1000.

One advantage to choosing E-bonds as a savings option is the fact that
income tax can be deferred until the bonds are cashed in.’ ‘A consumer can
even defer income until retirement (and convert into H bonds, whereupon
he/she only pays taxes onthose bonds which are being cashed in' at that _
particular time). | Y :

Interest rate for both series E and H bonds is 6k'$.v Interest rates
change from time to time. It should be noted that old savings bonds (E)
which have passed their maturity date still pay the current interest rate.

. . How to register

Savings ﬁonds Series E and H may be registered in the names of individuals.
whether adults or minors, in single ownership, co-ownership, or beneficiary _
forms; pnly in single ownership form if in the names of fiduciaries and

rivate and gublic'organization;. They are not available to commercial
s in their own right, ' :

*Infb:-ation partly taken and/or adapted from "Series E Snviﬂzs Bonds" -
and "Series H Savings Bonds", Department of the Treasury, United States
- Savings Bonds Division. . ~ | |

. :?; : 15',;fl;1é3‘:M - - ' ,“ §_
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Bonds cannot be treneferred. sold, or used as collateral

NOTS: lf bonds are registered in co- owner‘kip form. during the co-owners'
lifetime, either may cash the bonds. For reissue, both must join in the
request. If registered in beneficiary form, during the owner's lifetime,

only he or she may cash the bond. For reissue, both the owner and beneficiary
must join in the request. -

Exchange for Series H Bonds

1 If you own series E bonds, you may exchange these at current redemption
valups for current-income H bonds. If you have deferred reporting for

’ federal income tax purposes, the interes¥ as it has accrued on the securitie

: exchanged, you may continue tp defer such reporting to the taxable year in-

'l which the H bonds received in exchange are redeemed, disposed of, or reach

J - final maturity, whichever happens first. See Treasury Circular No. 1036 for
rules governing this exchange offering.

Safety

If your bonds are lost, stolen, damaged, or destroyed, notify the Bureau of
the Public Debt, 200 Third St., Parkersburg, West Virginia 26101. Where
possible, include serial numbers (with prefix and suffix letters), issue
dates (month and year), names and addresses on bonds, and Social Security or
employer identification numbers. You should keep records of these details
separately from the bonds.

Extended Maturity

E and H bonds now on sale may be retained at interest after original
" maturity for a 10-year extended maturity period. No special actian is
required to take advantage of this extension privilege--just: hold the bonds.
Older E bonds have .been granted one or more 10-year oktensioriy ‘This means
that all E bonds now outstanding--regardless of age--are’ still earning
interest. Changes\in this regard are planned for 1980, with extended
. maturities “being sharply reduced.

Where to Buy Series E and H Savings Bonds
here uy‘ e an ai gs Bond |
B bonds may be bought over the counter 6r by mail at banks; savings and

loan associations; other local sales agencies; Federal Reserve Banks and
branches; and the Bureau of the Public Debt, Securities Transactions Branch,

Washington, D.C. 20226.

, .
y

Regular bond purchases may be arranged through the payroll’/ savings plin
where you work or the bond-a-month plan where you bank.
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~

H bonds @re issued only by Federal Reserve Banks and branches and they

Bureau of the Public Debt, Securities Transactions Branch, Washington, , .
D.C. 20226. Banks and other financial institutions will accept and for«» -
ward applications to the nearest Federal Reserve Bank or branch; delivery - .-
of bonds will be made by mail in accordance with purchaser’s instructions,.

Additional Information on Savings Bonds Series E and H

For full detgils, see Treasury Circulars 653 (Series E) and 530 (governing

" regulations), available at Federal Reserve Banks; and Treasuyry Circulars

905 (Series H) and 530 (governing regulations), available at Federal
Reserve Banks. : '

Annuities

These can be called a personal savings plan with an insurance feature.
Annuities are sold by insurance companies and are an additional source of
funds for many people at retirement. They can be purchased long before
retirement and paid for either in installments (deferred annuity) or in a
Tump sum at retirement (instant or cash annuity).

The annuity guarantees the annuitant (consumer who purchases an annuity) a
fixed sum of money or regular payments at retirement for as long as he/she
lives. The amount receivéd is dependent upon the plan that is chosen.

There are two types of annuities which can be purchased:

FIXED ANNUITIES are fixed dollar savings, whereby the individual is
guaranteed either a lump-sum payment at a certain time in the future
(e.g., $5000 in the year 1990) or fixed monthly payments starting at
a certain time (e.g., $50 per month beginning at age 62) for. the life
of the annuitant, :

FLEXIBLE ANNUITIES are partly tied to securities. Therefore, the $ize
of the future return can only be partly fixed, the rest depending on
the gain or loss of the investments. : . ‘

Before deciding to purchase an annuity, 'you should understand the interest
earned is relatively low, as“compared with other savings plans. In addition,
the money does not become availdble until you retire, or until a specified date.
Should you die prior to this date, the funds are, in most cases, not retrievable.
by your heirs. - . )

There are various types of survivorship options available for purchase as' .
well as combination insurance/annuity plans. It would be wise to discuss
these with your insurance or other financial advisor. '

»

)y'
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mnual
“Thterest
Ratei
Annual Yield '

1 Term

Minimum
_Balance

Additions
Accepted

) Withdrawal
r Prior to
- Matyrity

w
'Compounding.

Interest
: Credited
S ] \_.

Coartesy‘of;New.Jarsey Savings League, Newark, N.J.

_ ISSUED. BY SAVINGS AND LOAN ASSOCIATIONS IN NEW JERSEY

+ REGYLAR

PASSBOOK
ACCOUNT

5.25%
Y

Unlimited

None

‘ 'Uhrestrictéh

Inthést
paid day
of deposit,

. day of. -

withdrawal
Daily

Monthly/
Quarterly

-

TYPES OF SAVINGS ACCOUNTS GENERALLY °

90-DAY
NOTICE
ACCOUNT

5.75%

\
6.00%

Unlimited

\ Q‘.

None

S~

Unrestricted:

“*

No penalties
sfter funds
on deposit
90 days

Daily

Quarterly

w

6.50%
6.81%
1 yr.

$1,008v/

Not applicable additional deposits would be

<
. A
CERTIFICATES
6.75% 7.50%
" 7.08% 7.90%
2 % Yr. . 4 Yr.
$1,000

$1,000

the issuance of another certificate

‘Penalty of 90

days interest
reverting to
5.25%

" Daily

Quarterly
!

Penalty
90 days
‘reveérting

to 5.25% .

Daily
" Quarterly

+

Penalty
90 days
revert

to 5.25%

Daily

Quarterly

10.

&

7.75%

8.17%

6 Yrs.

$5,000

L 4

8.00%

- 8.45% .

. 8 Yrs.

‘$1,000

made through

~ Penalty

90 days
rever
to 5.25%

-»

Daily

Quarterly

- Penalty

90 days
revert

to 5.25%.

[3
Daily
Quarterly e

i "
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©__~FlON_SAVINGS ACCOUNTS VARY \ :
A * '
If you are thinking about beginning a new savings account, how do you determine
—~—~which institution to usd? This checklist will provide you with some basic questions
to consider. Don't feel embarrassed about obtaining answers from an official at the
bank or savings and loan gssocin;ion with which you gvb dealing. You are the con-

\iumer and it's your money that i's }n@olved. C
.- YA
How is the interest compounded? _
o .7t . X
- - Is there a minimum balance required? : —~

. Are minimum deposits necessary?

' . When is the interest credited to your savings account?
- N .
~

Are there any penalties involved when you withdraw funds without notile or

earlier than ptiphlated? -

What are the requirements, conditions, etc., regarding a withdrawal from an

account? )
ves” P ®
Does interest begin to accrue from the day you deposit mo ¥? PN
\f» : ; ; : ‘
ﬁoes your money earn interest for the entire time it is deposi d (e.g., "from
time of deposit to time of withdr96;1")? gé ) (
< b}

. Does your money earn full intetest only under special conditidns, e.g., if you
lpave it to the end of‘thé’Auarter ("Interest credited quarterly")?
What is the:interest paid? (
Does it offer any bonus days? 4){//‘, ‘ .

— :
What types, of accounts -does the institution offer?
,(~ ’
i ‘ M < ‘ f - -
. * - ’ /"\ )
.  Other ' ) ‘ . - P /
Comments: N N - (
N A
. ) 3 - ) . /\\\ . -
’ . . , Name of Institutjon

~ L N - 1 53 4Date: \.

Y . . . o B PO SR bt amre s e
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Pact Sheet #24 L :
: SELF ANALYSIS SHEET POR DETERMINING
/ PERSONAL AND FANILY SAVINGS GQALS |

(Pile with your igfortant documents and update yearly)

Dite: Your~age: Spduse's Age:

Approximate net income per year /

Projected income per year

Present savings per year

| Keep a budiet?

DO YOU (AND YOUR FAMILY):'
Save steadily? .

. BN
Save the same amount each period?
Feel your savings program .to be adequate?
Save more than 6% net income? ' ')(
Save less than 9} of net income?
Havg'emergenc} savings of f.moﬁths'-net income?
Save for a specific purpdse? (i.e., education, car)
Own more than one savings account?

Often withdraw from your savings accounts? -

Have a savings plan and set goals, which include
all members of the family?

Save for “'fun" things YsuchJas leisure activities),
or reward yourselves (e.g., by buying a luxury item)
with your savings?

Find it difficult to save regularly?

)

Divide large expenses into small monthly installments?

.

15y

Dehondents

Yours

Yes

No

g e B

S ane Shmes dR
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Page 2 of Self Analysis Sheet ‘

-

Yes * No
Know about trust And'cuaiodian accounts? w
/ | Have any investneﬁts? (real estate, stocks, bonds)
Have surplus a;vings 26 invest? M

Know about investment options?
' Have a stock broker, insurance agent, accbuntant
or financial advisor?

. c | \// j

Y
]

After analyzing your responses, #sk yourself if you are satisfied with them. If
net, ask ‘yourself why not and think of possible ways in which you can improve your
chances of reaching your personal and family savings goals.

'\'
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3

SAVING VERSUS INVESTING ra
) . L]

-

Money can be saved and invested through many different media. W look at these
ways as fixed dollar investments versus flexible dollar 1nWﬂment‘ In popular
terms, these are usually identified as "saving'" versus "investing.'™v .

In fixed dollar investments, the initial amount of capital remhins constant and
earns interest or dividends, as with a savings account, certificate of deposit or
U.S. Govermment Savings Bond. ' v .
With flexible dollar investments, the initial amount of ‘capital can .increase or
decline in vélue, and it may or may not pay interest or dividends. Typical
examples are ownership of common stock, antiques, corpor‘te r ®her bonds, mutual
funds, real estate, art work, coins and stamps. ese are all. flexible dollar
investment’s, the prices of which can g0 up or down. Money manageihent experts
advise that some funds (3- to 6;months' salary or moxe) always Me held in fixed
dollar investments, regardless of the fapdly's economds_circwfsgtances. This gives
the family greatest safety and access to funds when nee ‘

CRITERIA FOR SAVING AND INVESTING

A s
Saving or investing makes'good financial sense. Sog’fg;es, however, it is difficult
to decide where to put your money because of the vafious choices available, risks
involved, and other circumstances. How can risk vs, incyease of capital be balanced?
The following are criterija to keep in mind as you evaluate which options are best

for you: ‘

CONCEPT OF RISK - TYPES OF RISKS

Risk of Loss of Capita | | 5

Risk of loss of capita§.is the possibility that the consumer may lose some or all
of the investment that was made. Savings accounts, Series E and H Bonds, and
certificates of deposit are all free from the risk of loss of capital (especially
if savings accounts are secured by F.D.I.C. or F.S.L.I1.C.).

Becpuse fixed dollar investments generally offer safety of capital and guaranteed
return, the rate of return may be lower than many flexible dollar investments.
exible dollar investments are usually made in anticipation of a higher return.
But a higher return generally means a greater risk of loss of capital. The
actual degree of risk can vary, as will be detalied later on.

RE ~
\_/1561\.,.. I

L]

.



Pact Sheet #25 o 2.

Risk of Loss of Purchasing Power ' .

In addition to the risk of loss of capital, there is also the risk of loss of
purchasing power. For example, $100 in a savings- account earning 5% per year
will be worth $105 a year later (np compounding assumed for this example). But
if inflation exceeds 5% in the same year, the saver has actually suffered a loss.
The risk of loss of purchasing power due to inflation has been significant in-
N the past few years, and probably will continue to be significant into the
forseeable future. -
L4
Risk of "Excessive Emotional Stress' is another important factor to keep in mind.
¢ Many people worry excessively about their savinﬁs‘hnd investments. Declines in
value may be depressing, while increases in value may set off a spending spree.
Some people probably should never make flexible dollar investments because of
the risks of emotional stress. Emotional reasons may cause them to buy or sell
at the wrong time, resulting in a loss of their capital. Other people cannot
bear the risk of .1oss of their purchasing power in fixed dollar investments, and
so they reduce these investment<SGmsw minimum.

ADDITIQNAL CRITERIA

Risk Versus Return

As we have seen so far, every type of saving or investment plan carries with it

a risk factor. Choosing the riﬁgi approach for one's situation will make the

difference between financial success and financial failure.

For most families & prudent financial plan calls for establishing security in

) fixed dollar savings plans before assuming the risks of flexible investments.

v The risks that any individual or family can afford to assume will depend on age,
income bracket, goals in life, and temperament.

4
For example, the young person who has many years in which to accumulate & retire-
ment fund may choose a flexible inveStment, with growth potential in the form of
common stocks or mutual fund shares. Although safety of capital and retu
cannot be gdaranteed, these factors are less important because of the lonsntime
period before retirement and the possibility of future gain. -

r The person who is just a few years away from retirement, however, may want to be \
very certajm that the entire capital will be-therd when it is needed. Someone
who is just retiring or has already retired may want to maximize investments in
types that\will produce current income and carry no risk of loss of capital.

7

The Rate of R

and How Stable At Is _
This means the percentage rate of earnings on savings, e.g., a 10% reg'n on $200

means that you earn $20 during a specified period, most likely one yea®. The
stability of earnings (whether they are guaranteed) is also an important factor.

»
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Convenience

-

liow close are the financial institutions you have selected to your home or place
of business? How accessible-are they in terms of times of day or week in which
they are open to customers? What type of services do they offer? These are
factors to be considered by the prudent consumer.

Liquidity : .
This*means the ease with which savings can be withdrawn and/or converted to cash.
For examplé; ds in a regular type of savings accounts are more liquid than those

deposited in a 90-day “account of a two-year certificate of deposit. Funds in
stocks or mutual funds are more liquid than those invested in real estate or
jewelry.

Consumers who a}e willing to take time to investigate the many savings and invest-
ing options available in the .vast financial market will find that they have the
power and control to make their money grow for them. This will happen whether their

needs are immediate or long-term, whether they are rich or in modest financial
circumstances,

Improving your financial situation is not a matter of luck; rather it reflects
planning, defined goals, knowledge about options, _and a desire for personal success.

*
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AN

INVESTING - BONDS

Consumers are often bewildered by technical financial terminology and the complex
stock market. They believe that average consumers cannot make good judgements

it.

regarding where or how to invest, and that usually they lose money when attempting

It is true that investing involves risk. However, consumers who take the time to
understand what is involved and then realistically examine their own financial
situation, need not despair. With proper education and judgment, investing can be
a successful way to help develop financial security.* \p ‘ /;

Fixed dollar savings, which hayg been discussed in other fact sheets,. enable

consumers to save on a regular

asis. Small or large amounts of money can be put

aside via various savings accounts, certificates of deposit, and U.S. Government
Savings Bonds. There are also other ways in which consumers can diversify. These
are called flexible dollar investments. These methods make it possible for many

people to stay ahead of inflation, to build a nest egg over the years, and to
establish financial security. - ‘

"

There are many investment opportunities available to consumers, such as stocks,
bonds, mutual funds, or real estate. When using these approaches, the invested
principal is subject to fluctuations in price. Depending upon the situation, these
fluctuations can result in possible gains or losses. :

o )

// It is recommended that consumers make sure.they have funds hvailablo, which are
not part of the daily budget or emergency finance cushion, before they invest in
flexible dollar securities. The next step is to consult with a reputable broker.

In thelfollowing section, we shall examine one investment option--bonds?-and
evaluate its potential advantages and disadvantages for consumers. R

e

CHARACTERISTICS OF BONDS '

Bonds are fixed income securities which offer a great degree o

L)

afgty, especially

when they have a high rating. Bonds are .considered a ver re.method of invest-

ing, as far

as safety of principal (the money invested) and interejt is concerned.

. W B ‘ :
* The following fact sheets on investmeits  -have been rouped together An one
package for your convenience. This was done to present an overall view of the
— — concept of flexible dollar investing. If your interest is in one particular
ares, o.g., stocks, bonds, or mutual funds, select the fact sheet featuring
your topic of interest,” and then continue with "What the Small Investor Needs

to Know."

e
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The issuer of bonds (borrower) promises to the bond holder that the Abney borrowed
will be repaid to the holder in full at maturity. In addition, the bond holder
also receives a fixed amount of income, called interest. This interest is pre-
determined and remains fixed. This is the reason why bonds are called fixed
income securities. They are also called debt certificates because they represent
an obli*:tion which has to be repaid.

Public or private entities borrow money from consumers who are ipterested in
investing their funds for a possible profit. These borrowing entities are the
federal or state government, munYcipalities, or corporations. They issue bonds to °
meet certain financial needs. In return, bonds are issued which promise to pay a
specific amount of interest. :

-

The interest rate of bonds is predetermined and set at a fixed rate on the date of .
issuance. This means that when you buy bonds, you know what the interest is going
to be. The interest rate never fluctuates. Another term used in connection with
interest is coupon or coupon rate. Coupon refers to thg interest (for a 6-month
period of time). The coupon rate is another way of saying yearly interest rate.

The yield to maturity expresses the true value of the average yearly return to the
buyer. This is another way of defining the true return on investment.

\N) Bonds also promise to pay back the par value on a specified date. This date is
called the maturity date. Par value is the value at which the bond is ‘bssued. It
is also called the face value and is the value stated on the bond certifitate. The
par value is usually $1,000 (in some cases, $5,000, $10,000 or more.) Owners of
bonds are called creditors. . ) N\

Once they are issued, prices of bonds fluctuate, depending upon the price other
investors are willing to pay in the market place gt that time. This again depends
upon the general money market situation, and intérest rates offered by savings and
lending insititutions. Bonds can be purchased or sold at:
»
par value

. at a discount (an amount below par level)
- 4
at a premium (an amount higher than the par level)

' /Boﬁﬂé sell’ at a discount when the current price (cost to you today) is lower than
the par value (when issued). For example, the bond may sell for $750 while it .
par value~is $1,000. A I

<

Bonds sell at a premium, if the current price is higher than the pér value of
the bond when issued.  For example, you have to pay $1,150 for a bond with a par
value of $1,000. ' l

Only at maturity date are you sure to get the total face value of the bond _.paid out
to you. Therefore, it is generally recommended that consumers buy bonds for income
and safety, and only invest in them if they feel quite sure that they will not need
to sell the bonds before maturity.

: QMJ,K"/
Q ' - 160 ‘

N
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The fact that bonds are fixed income securities means that the steady income
which you are being promised is guaranteed for a certain number of years at the
same interest rate. For instance, in the case of a 6% bond, whoever issues the
bonds will pay you 6% on the par value of that bond until it matures. To cite an
oxample, this would amount to $60 per year for every $1,000 bond you own. You
may purchase bonds individually or in larger numbers, depending upon choice and
money available.

In addition to offering steady income, bonds offer a written pLQmise that the

» company will repay the principal at maturity. If you are a bond holder, you will
be paid back the face value of tde bond ($1,000 or multiples) at maturity (in 5,
10, 15 years, or more). Meanwhile, you are earning interest.

TYPES OF BONDS “

' Several types of bonds can be identified, dépending upon who issues the bonds.
The four basic types we shall examine are U.S. government securities, municipal
bonds, corporate bonds, andgutility bonds. o \

U.5. Government Securities
- >

Bonds are considered*a relatively safe way to invest. In the cdse of govern-
ment bills, notes, and bonds, the safety is almest "absolute." U.S. Govern-
ment obligations are fully guaranteed by the~ﬂ2§§)nment. They are of the
highest quality available. They are issued wit varying maturity periods
ranging from several months to many years. They offer the greatest safety
possible, as far as safety of your principal is concerned. U.S. Government
Securities (also called government obligations) may be classified in several
ways. These are: U.S. Treasury Bonds--medium-term bonds which mature between
5 and 10 years or more from date of issuance; U.S. Treasury Notes--which mature
between one and seven years; and U.S. Treasury Bills--which mature within 3, 6,
9, or 12 months. :
Several federal agencies also issue bonds to meet their needs for money.
Although these agency securitids are considered very secure, they do not

carry the same degree of safety as U.S. Government Bonds, Notes, and Bills.

Municipal Bonds

Municipal bonds are debt obligations of state and local governments such as
counties, school districts, and highway authorities. The local governments
borrow money to finance construction or repair of highways, hospitals, or
schools or to improve important public facilities, etc.

Municipal bonds are ideal investments for people in higher income tax brackets.
The income derived from them is exempt from federal as well as state and

local income taxes in the, state in which they were issued. The higher your
tax bracket, the more appealing this type of investment. But investigate the
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quality of these bonds and buy well-known issues of larger entities. Also,
your broker or other financial isor has special tables. (charts) which will
help to evaluate your needs and determine if this kind of investment is good
for your circumstances. _ . :

Corporgézlonds

Corporate Bonds are bonds issued by corporations. They usually ca\Q a ~
higher interest rate than other bonds, and their rating is particularly .
important. '

Utility Bonds

Utility Bonds are offered by such utilities as gas, electric, and telephone .
companies. They are generally considered safe regarding principal and
consistent regarding interest payment records. However, this higher degree
of safety usually results in lower interest rates to the investor.

RATING

Consumers looking for security and safe investments should buy bonds with a high
rating. In general, the higher the rating of the bond, the greater the guarantee

of uninterrupted payments. and proper repayment of principal at maturity. A

The following rating systems aré‘used‘ the two largest ratihg companies--Moody's
and Standard and Poor's investment adyAisory services.

' | Ratifng Systems

Standard and Poor's Moody's Rating means
‘ AAA Aaa ‘Bond of highest quaiity
‘ and lowest risk to investor
AA Aa - - High-grade bonds
A . A Medium-quality bonds,
' relatively little risk
BBB | Baa '~ The quality deteriorates,
¢ the risk increases .
BB ‘ Ba
B | B
cce Can o | S
cc (o .
) - < o

C ' C Speculative bonds which .

carry great risks fo
investors - '
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Note: In the case of municipal, corporate, and utility bonds, investors
need to determine the safety by examining the rating of that municipality

“or organization.
L4

For additional information about rating of bonds, consult a financial expert,
or check Moody's Bond Survey or other sources of information in your library.

ADVANTAGES 'OF BONDS
Great safety of principal when held to mafuri}y
Fixed income (interest rate never fluctuates)
Steady income
Interest is predetermined
In case Jf company liquidation (bankruptcy), bond holders have ﬁ}io? claim

to assets (that which is owned by the company), ahead of preferred and
common stock holders

Al

DISADVANTAGES OF BONDS
Not considered a good hedge against inflation
Prices fluctuate

Some contracts have a call feature. This means that the company can recall

bonds before they mature. They may tﬁﬁ° this action if current interest rates
drop and they do not wish to pay the higher rate. In such a case, the consumer
receives the par value but may find it difficult to invest the money at the
previous higher interest rate

4
In case of company bankruptcy with few ‘or no funds remaining, bond holders
will lose much or all of the investment ;

Usually require larger investments than stocks or mutual funds
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INVESTING - STOCKS- Y

It is commdn-for families to worry.about keeping up with inflatiofr. - They feel
they should save for their retirement or for other purposes, but there never
seems to be enough money. accumulated throughout the years. -"Many consumers have
successfully increaséd their financial worth by investing wisely in stocks.
Stocks represent ownership. *Buyers of stocks receive stoék”qg}tifiéates as
evidence of their ownersEip. Buying stocks means more thart-just an investment.
It means becoming a part of a corporation in which you have faith. You hope that

" the company will grow and expand, and you will get -a fair returh on your invest-

ment. Stocks can appreciate in value and yield a highey, -price at some time, in the
" future.  They can also pay dividends to shareholders.i” .~ -, . '

CHARACTERISTICS OF STOCKS ' AR e T
Stocks have no maturity. This means that thereaigfno expiratidn ddté.w.Théjcompény
does not guarantee repayment of your investment at any time or the payment. of divi-
dends. However, you become a part owner. If the company thrives and makes a profit,
'so do you because other investors will want to buy stocks and you will be. able to
Sell yours at a profit. ' T R

¢ 2 v . : ‘“
Your earnings are called dividends: Many of the c¢ompanies whigch are traded on the
New York Stock Exchange do indeed pay dividends regularly and,have done so uninter-
ruptedly for many years.

~ If you are considering g specific stock and are ipteres%ed in income, look into

the company's record of dividend payments over the last few years before, you buy.

See if this company provides staRility of earnings and regularity in the payments
o . . b . o

If youiarp,intqreSted in g;owth of capital‘only,fthen‘EbnSiderypurchasing‘ e

which are primarily growth-oriented. Growth stocks do not necessarily pay high-

or regular dividends. ' The company reinvests some or ail of 'thé earnings for research =
" - and" further development to bring ahout more growth. This in turn can make .your

investment more valuable. Growth stocks also help you to participate in the growth

~ of the economy or ‘a particular industry. 'However, you have no guarantee as to income

and profits. ~You need also to be aware of fluctuations of stocks resulting from

expectations in future earnings.  You are your own money manager. You have to do

the research and you have to know.when to buy or sell. Lists of stocKs which are
“either 1nco$e~ or growth-oriented can be obtained from a reputable brokerage . house.

‘Stocks can offer knowledgeable investors great oppoffﬁhiffes for financial gain.

3

. The opposite is also triie. Some people are temperamentally unsuited tb'own stocks
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because they are upset by fluctuation. Others, however, love .the excitement and
possibility of gain. If the consumer cannot recoup any possible losses through

other income sources, different safer types of investment such as fixed income savings
bonds, certificates of deposit, and savings accounts should be chosen instead.

Stocks can be purchased on the New York Stock Exchange (NYSE), the American Stock
Exchange (AMEX), and over the counter (OTC). They are bought and sold in a
continuous market (where a large number of buyers and sellers continually buy and
sell). This happens despite the fact that buyers and sellers are often thousands /g
of miles apart. The Stock Exchange serves as the central market place. Stocks

are bought through a broker who, upon receiving an order, places it on the exchange
floor. At the same time, another order comes in from a seller and this order is
exchanged and negotiated on the exchange floor. If an agrebment can-be reached
between buyer and seller, the orders will be executed. Buyer and seller are then
notified that the purchase of sale has taken place. Prices of stocks. fluctuate
continually, based upon supply and demand. ' ]

-

TYPES OF STOCKS ‘ ' e '

The two major types of stocks are common stocks and preferred stocks. In general,
it can be said that preferred stocks carry more income than common stocks, and

that the income is more regular. Preferred stocks usually are considered more
steady in price than common stocks, yet they can also be subject to the same degree
of fluctuation as common stocks. Many investors buy preferred stocks because they
feel that the income carries greater stability and is more steady. Preferred stocks
‘pay a somewhat higher return than bonds. In general, both common and preferred
'stacks aré considered a more risky investment than bonds. IR :

u‘ The following chart cghpares the two basic categories of stocks, and explafns,theiq
advantages and disadvantages. LT bl

A

A QUICK REVIEW OF STOCKS

—

Commoh Stocks Preferred Stocks y
S i ! A
MquaturiEy T . No maturity .
. 'qugrship" . Ownership
. . Growth potential ", -~ . . Growth potential, somewhat o )
: ‘ o . ’ less than common stocks ., ®
- e . . --‘ ] Iy \’ - Vl LS
v Income:- Dividénds as earmed; ° ’ . <Incomé: Dividends will be paid .
.« no guarantee regqgﬂingidjvidends . before holders of common stoc ‘receive
.« _ e any payment. Dividends are generally
7 . : Coee promised and usually paid. A specific = -
. . - SR A "“rate must first be approved by t : .
- . ‘ - | eéomg:ny's‘thrd of directors for:h
' ) e T . K v giv year e e .
» 18 ) - ». . \ ‘“ R ) .
. . -
. ; ” - ‘ . el - N
¢ " : R ¥ e &y ’ AL -
- ~ - Y a LN
. L [‘;— - 4
o . . '1 I4) o _ N . .
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Prices fluctuate P R " . Prices fluctuate (in general
' - somewhat less than common stocks)
In case of liquidation, holders . . In case of liquidation, holders have
of common stock must wait until prior claim to assets up to par value,
bond and preferred stockholders .before common stock'holdgzg receive
are paid . ' anything :
. ) v
Voting rights ' . No vbting'rights
Can be good hedge against ". Can be a good hpﬁge:ijkinst inflation,
inflation but somewhat less than commpq stock

Holders of specific types of preferred stocks may benefit from ownership by holding:
cumulative preferred stocks or participating preferred stocks. On occasion, companies

are unable to pay dividends on the preferred stocks. They promis& to compensate -
the investor in future years if monies are available. (These types of investments

are called cumulative preferred stocks.)
* [ Y

Preferred stockholders may also receive special treatment fegarding"dividends.v'

*

(These types of stocks are called participating preferred stocks.)

’

STOCK PLANS FOR SMALL INVESTORS =« o
It is possible for small investors to invest modest dmounts of nmoney on . a regulaf
basis ggr the purchase of stocks. This is done by purchasing fxactions of shares
of a particular stock. Some brokerage houses offer plans which let you invest

'small amounts of your choice at periodic intérvals ranging from one ‘to approximately

three months. ) RN o ~ : u

4 ~

ADDITIONAL INFORMATION S .

.

For more information on investing,cdhtact ybqr broker or write to the New York'
Stock Exchange, 11 Wall Street, New York, 'New York 10003 and requeést publicatijons:-~

"Ten Questions to Ask Before You Buy Stocks" and 'How to Gét Help ‘When You Invest."

»
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- INVESTING - MUTUAL FUNDS S 3
Mutusl funds are investment companies which offer professional managgment,

Jdiversification, apd research capabilities to consumers--services which the |
small iavestor ordinarily cannot aefford, - - _ _ ]
. o o

When a consumer buys mutual fund shares, monies are pooled from a large number of
investors to form a mutual fund. ‘Managers of the funds use these monies to invest

in many different securities. .Each individual investor receives a certificate

which declares all the terms of: ownership, (e.g., 100 shares of XYZ fund). But, in
reality, the investor has part ownership in a number of different types of securities.

v

CHARACTER]STICS OF MUTUAL FUNDS

Mutual funds offer diversification, which means that they invest kn a large number
of different stocks, bonds, and government securities. This spreads the risk of

loss because a Jarger number of securities are involved. Many times consumers

cagnot have such diversification when investing by themselves, as this #ould require .
too much capital. - Mutual fund companiés"have a professional staff which analyzes
reports and makes recommendations to managément regarding what types of investments "
to buy.

Different mutual ‘funds have different objectives. Depending upon their stated goals,
they can be imtome-oriented, which means their goal is to produce a relatively high
return for investors; growth-oriented, which means appreciation of capital is their
goal; or‘sgecylﬂtive. which means they intend to take large risks for a possibly
large profit. ere are further graduations and specializations within these group-
ings. T : <.

-

Speculative type inveétmént companies, such as venture.capital mutual funds, invest
in risky situations--speculative real estate and other ventures. :

The oﬁjectives of the mutual fund are spelled out in a repfrt which is called a

{ rospectus. B an!Jyzing,n,ﬂ§ospectus, a consumer can determine whether: the
%und neyﬁ:;his her specific needs.,Some funds may operat® under one family. -

S or .fund e’ and be managed by different people. - Egch of these varidus funds
thas ;a different obj'eéti_ve. It is up to the prospeptive investorﬁo be knowledg;e-‘ / K
able before investing. . o | .
. : - ..’/ ) - - 3
= .The followin "list illd&irages'varfous types of funds {p grealer detail., "They
Tsange from consexVaEive to growth-oriemted to speculative. ~ _ .
e . " ‘X o R .‘ s ’ , -
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. MUTUAL FUND TYPES | ) .
. / . - . HEY
N o !
Money market funds - Invest in U.S. Treasury Bills and other
types of money markef instruments .
Bond funds - -Invest in bonds and trade these securities
+  to take advantage of market changes
Unit investment trusts - Fixed portfolio consisting of debt obliga-
tions (short, intermediate or long-term)
Income.funds - Primary invesz’ent objectiye is income,'not
growth; they ¥nvest primari preferred
' stocks and bonds for high interest and yield
. ! . v
Balanced funds - Bonds, pr&ferred and common stocks, included
in portfolio 7 - y ,

////~ Income and growth funds ¢ _ Diversification in common‘stocks' e
Growth funds - _ Stpcks with growth potential \_V-
Aggressive funds - Ag{ressivdly growth-oriented; more risky tHan'

’ . ‘ ‘ than growth funds .
Speculative funds/;//( A Specialized funds such as oil, real estate,
, cattle, special situations, undervalued stocks,

venture capital situations

\ -
In general, mutual_funds should be bought for the longer term only; they are nft
meant for trading. If used properly, mutual funds can be considered. a good
financial option for the smaller investor. - ///’ :

ADVANTAGES " (\m THE SMALL INVESTOR.

v . No techni al knowledge or experierke is necessary The problems of "which "
- stock to bUy," and "when to buy or sell" are solved for you by a professional
$ |

" research’ staff. ®

S (;odest sums of money will buy a: diversif{gd/pqrtfolio‘\thus spreading rras

L 4

DISADVANTAGES FOR THB SMALL INVESTOQT’*~ . ¢

There is a management fee wnd/or a sales comMission involved.

.,'Somebody else makes investment decisions for you.

. - Mutual funds can be just as risky as stocks, .!"
i - v - o,
.+ Large funds can lose flexibility, .

| 3

3
-
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If you are considering investing in mutual funds, first determine if this kind ‘)
of investment is consistent with your financial goals and objectives. Remember:
Mutual funds and stocks are investments which always involve at least some risk of
loss of principal for investors.

’PURCHASING MUTUAL FUND SHARES
Mutual funds can be purchased directly at a fixed amount, or on the basis of a

long-term sales plad. There are voluntary accumulation plans and contractual plans.
In a voluntary accumulation pliyou may buy as often as you wish and In amoqg)ts

of your choice. In contractualillans you sign a contract that you will invest a
specific amount of money over a period of years. Contractual plans are not neces-
sarily considered a wise choice because the investor is.locked into a plan for many
years. In the event that the‘plan must be discontinued, chances of profit can be
slim. A substantial portion of the investment pays for the commission during the
early months or years of the plan.

4
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.find him/her sympathetic to your goals:

J

/ ” YOUR MONBEY MATTERS ( o
4

o ~ Making Your Mipey Grow - INITV « ~  FACT SHEET¥29

un

’/,,,——~r WHAT THE SMALL INVESTOR NEBQé TO KNpW

THE INVESTMENT CLUB WAY OF INVESTING o

-

An investment -club is a nonprofit organization forfled voluntarily by a group of

pbople, usually up to 15 in number. The club members .put aside a small amount

of money every month, $15 or ;;0 per person. purchase stocks which are
selected at monthly meetings.  Many times one hember of *the club is selected to
serve as the reporter on general economic situations; another is chosen to report
on special groups of stocks. - -
Investing money through an investmentetlub is primarily an educational experjence.
There is very little risk involved to the members. There is little profit to bq-“
gained as well. Many investors consider investment clubs an excellent and enjoy-
able way of learning to jnvest money. !

For further information, write to the National Asgociation for Investment Clubs,
NAIC, P.0. Box 220, Royal Oak, Michigan 48068. '

“

DOLLAR COST AVERAGING AN HER ACCUMULATION PLANS

A system of buyiﬁ?‘!ﬁfﬁrities~whe by a given amount is inve3ted in a given
security periodically. The investor invests a given unt each month With a
brokerage house (ordinarily a single stock is purcha ed). When the price of the
security is high, fewer shares are purchgsediywhen the®price of the security is
low, more shares. are purchased with a given ngmber ¢f dollars. For instance, .
if one were to put $60 per month in.a particular stbck, he or she can buy six
share3 if the price is $10 per share, but only five shares if the price goes up
to $12 per share. : ‘

Some brokerage houses offer such plans to investors. Write also to the National
Association for Investment Clubs (NAIC) regarding stock purchase plans for small
investors. . . .

HON TO CHOOSE A BROKER

Brokers and ©ther financial advisors must be chosen with great.care. It is
important to ‘select a reputable brokerage house--a large or established insti-
tution, preferably with its own research department. The broker you choose. should
be experienced in investing. You should feel comfortable talking to him/her and

I

‘If you start an account with a brokerage house, do not accépt the U'broker of the

day." Instead, request a meeting with the manager, and explain your objectives,

- personal make-up, and financial situation. A broker should be assigned to you

who will suit jour personality and financial needs.
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Fact Sheet #29 2.

You need to know that brokers are under specific and detailed obligations pres
scribed by law, such as the rulés of the Securities and Exchange Commission (SEC),
state securities regulations and securities industry self-regulatory requirements,
governing their dealings with clients at all times. ‘ '
Do NOT choose a broker who: :
' offers hot tips :

promises to double your money in one or two years

comes from a small or unknown investment house, if you.did not

research the company. ‘ . ” ~
The wise investor selects a broker who relics upon careful research, provided

either by the brokerage firm or a reputable research institution. The broker should
offer understanding, professionalism, and proper knowledge.

It is often helpful {p(ggkufor a referral from someone you know very well, who
has been served satisfactorily.
s

? g &
Pk()'TECTION AND INFORMATION FOR INVESTORS 4

An Office of Conmsumer Affairs has been established, under the Securities
Exchange Commission, to deal hith problems of small investors. If you e
complaints about matters pertaining to securities, contact the Office
Consumer Affairs, Securities Exchange Commigsion, g00 North Capital Strept,
Washington, D.C. 20549.

which insures investment accounts held with brokers for up to $100,000 in value
and uﬁ‘to $20,000,6n any cash balance. Some brokerage houses have purchased
additional priva(e insurgnce beyond this coverage. Check with your brokerage
house if this matter is of interest to you.

.. The Shareholders Inv;;}orsuprotection Corporation (SIPC) is a government agency

National Association of Securities Dealers, Inc. (NASD), 1735 K. Street N.W.,
Washington, D.C., is a self-regulatory organization for broker-dealers throughout the
country (13 field offices). It handles customer complaints on an ongoing basis

and is empowered to take disciplinary action against its members.

Securities Industry Association, located at 20 Broad Street, New York, New York
10005, is the trade association for the securities industry. This corporation
also answers questions or helps mediate problems.

Investment Company Institute, located at 1775 K Street, N.W., Washington,D.C.
20006, is a trade association for the mutual funds industry. It acts as a
clearing house for information regarding mutual funds, ‘and also answers questions
and mediates problems.



Fact Sheet #29 . 3.

WHERE TO GET ADVICE )

The search for reliable advice and information is a problem which confronts most

investors. The following are sourcas of information for you to consider:
A reputable brokerage house, bank, or othed financial institution, insurance
company or agent. The professional (broker? banker, insurance agent) will provide
you with information, It is your job to take that information, examine it, and
make a decision base’.lpon your personal circumstances and goals. A financial
specialist may be reCommended to you by someone you trust. It'is important that
you establish a good working relationship with this advisor.. Once trust has
been cstablished, do not switch constantly from one advisor to another in the
hope of highed profits,

The library is a source of much good information. You should research the
company which interqsps you. Examine its financial standing and future prospects
and read books on the subject. Newsletters, periodicals, and magazines are

also available at libraries for ybur use y
Refer to the attached list, "Sourcés of Lnuai{;ent Information,". for further

reading.

CONCLUSION

Fact sheets”26-29 have provided an overview of the various investment options
available to’consumers. As a potential investor, you can conjinue your financial
education through research and by interviewing your broker, countant, financial
advisor, and other knowledgeable people. Putting monies into stocks, bonds,
mutual funds, and real estate offers potential financial gain to those who invest

prudently. .

Good luck! ' . /

- 3
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Fact Sheet #29 o . : 4.

. S SOURCES OF INVESTMENT INFORMATION*

~- \

1. Nswsp{ ERS AND PERIODICALS

Barron's National Business and Financial Weekly, Dow Jones and Cd., Inc.,
22 Corflandt Street, New York, N.Y. 10007. Published weekly.

Commercial and Financial Chronicle William D. Dava, 25 Park Place, New York,
N.Y. 10007. Published twice weekly/

Forbes . Forbes, ‘Tnc.,, 60 Fifth Ave., New York, N.Y. 10001
- Published twice monthly.

The New York Times - Financial Section, The New York Times Cbmpany, 229 West
43rd Street, New York, N.Y. 16036. Published daily.

The Wall Street Journal . Dow, Jones and Co. » Inc., 22 Cortlandt St.’, New
' York, N.Y. 10007. Published Monday through Friday
except holidays. .

The Wall Street Transcript Wall Street Transcript Cdrporation, 54 Wall
i . Street, New York, N.Y. 10005. Published weekly.

2. SERVICES

. Investment Company, 1978, Mutual Funds and Other Types

Weisenberger Servicés, 1 New York Plaza, New York, N.Y.:10004.
Published annually.

Moody's Investors Service, Inc., 99 Church Street, New York N.Y. 10007.
Publications of particular interest to the individual investor include:

Moody's Handbook of Common Stocks
Moody's Stock Survey
Moody's Bond Survey ' /,

\

. Standard and Poor's Corporation, 345 Hudson Street, New York, N.Y. 10014.
* Publications of particular interest to the’ ihdividual investor include
The Outlook published weekly
. - Stock Guidé, published monthly T ‘ '
* "~ Standard N.Y.S.B. Stock Reports :
Over the Counter and Regional Excha ports

‘The Value Line Investment Survey, Arnold Bernhard and Co., Inc., The Value
Line Building, 5 East 44th Street, New York, N.Y. 10017. Published weekly.

-~

L

* Mnnikof these can be found in a Local library or brokerage office.

~ w~
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' QUIZ FOR UNIT V -- MAKING YOUR MONEY GROW

*

-

Dear Friend,

H

This quiz covers Fact Sheets 22 through 25 of Unit V - Making Your Money
Grow. .

/
After reading the fact sheets, you are ready to complete the quiz. Feel free
to refer to your fact sheets whenever necessary. Please follow the quiz
instructions and return the quiz in tke return er.velope.*

14
Name

Address

Zip

Instructions: : ‘ ’

AJ
L

This quiz contains twq, ypeé-of questions, true-false and multiple choice.

True-false: Circle "T'" if the statement is true and "F" if the statement
is false. )

Multiple choice: Select the best possible answer and write the corresponding
letter in the blank provided. .

J

‘1) T F A moderate savings plan geared towards planning for finéncial security
in retirement years may require a“ﬁ%rsonal and family adjustment in
\present spending and life-style. ‘

2) Reasons whff people save include: ZV

emergency (medical, loss of job, etc.)
vacation, leisure

downpayment for a home
a and b : ' : .
all of the ‘above . Y

o Q6O o

- 3) T F In general, the safer the principal the higher t# rate ot: return.

4)' T F Credit unions are owned by their depositors and‘regular saving is W
~ encouraged through the automatic payroll deduction plan. ‘

J

"

P
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S) T F Once you buy a Certificate of Depglit you can usually withdraw money
& at anytime, but doing so before maturity will result in a lower
earnings rate and the loss of some interest.

6) This question is in reference to the Monthly Grow Power, Chart I, on
fact sheet #24, page 4. If one saves $20 per month for the college
education of a childwho is presently 4 years of age, how much savings
could one expect to accumulate (not including taxes) -when’ the child is
17 years old? - -

!

a0 o

7) T F Both Series E and Series H bonds are bought at a discount and pax '
higher face value at maturity than at time of purchase.

.8) Which of the following is not an example of a fixed dollar investment?
a. government savings bond
b. mutual funds
c. certificate of deposit
d. savings account

9) T F Risk of loss of capital refers to the possibility thst the consumer
might lose any of the investment he/she made. . :

10) T F Liquidity refers to the ease with which savings can be withdrawn and/or
converted to cash. ‘W/

\

We would appreciate the following information to help us improve our service'

©

Have you used or shared any of this information from the fact sheets or
do you plan to do so?*

' Yos “No

Sttt ——— S ——
'

If yes, in what way? D

»

‘*Applicable only i§:’;is unit has been administered through a County Cooperative

Extension office. If not, please complete the quiz and retain for your own:
benefit and reference.

~
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Using the Home-Study Coyrse Meshod of Reaching Consumers

The home-study course, '"'Your Money Mattd4rs' was [developed and administered under the
federally funded project, "Helping Famillies Adjdat to Economic Change." (It was later
adapted to its current, broader use as a self-study program for consumers and as a
self-study program guide for educators.) .

DESIGN

Five topic areas included in the course are:

Unit 1 - Financial Planning

Unit Il - Coping With Credit

Unit II1 - Planning for Protection: Life Insurance
Unit IV - Financial Aspects of Housing

Unit V

+

Making Your Money Grow

PURPOSE

»
The project proposal was based on an assessment of the family financial management
needs of the populations of New Brunswick, Perth Amboy, and Sayreville, New Jersey.
The pyrpose of the project was to develop a program which would help families adjust
to dconomic change. An objective of the project was that individuals and families
in the three communities would gain competencies for use in everyday living in the
areps of budgeting, credit, life insurance, housing, and saving/investing.

Pou& major outreach strategies were used to provide information, materials, and

programs:
1. Individual programs or a series of sessions held in the community
2. Mobile van '
3. Mass media (TV)
4. Home-study course (self-study program)

The home-study course method proved to bhe a very successful technique for reaching
consumers. As an information delivery system of community outreach, it provides:*

a method for reaching people for whom attending learning sessions is
not feasible;

- a method of‘inparting more comprehensive information than is generally
_possible in the time restraints of learning sessions;

- a method of continuous monitoring of participant ;eaction and interest
to the course administrator,;

- a method by which participants can gain knowledge and skills in a desired
subject area in the privacy of their own home, on their own time, and at a
modest expense;

- written information on subject areas which gives participants permanent
access to the information; ) -

L3
~

*Planning and Managing Cémmunity Programs - A process approach. Matejic, Huang,
Gaston. -(pp. 39 and 40). .
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- a method by which participants can share the informatton and/or materials o
with other family members and friends or to use in their work, if applicahlf;‘x

and

- a catalyst for family tommunication and decision making. : - ’
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_’ Instructions for Adminletratton,p€/mee—Study Course \\\‘_ 4 r
Each of the units\is to he mailed in a titled ﬁolaer and should contain

-

TN

“1. Aacover letter . . .f‘{ o | , \{' ! -
;‘ ot ‘ T . : \)
’ 2. Fact sheets L Lo ; -
: C | ) A '
a. Each fact sheet discusses 8 speci fic aspect of the unit topi¢.~ ot s A
. b. Fact sheets are divided into sub-topics wit? short paragiaph - )
C discussions under each heading: « ‘ L
ii' c. Fact sheets are consecutively numbered. Co . -t
W d. Fact sheets are printed on different colored paper. ) LY P o
3. ‘A quiz - ' : T
) 4. Participant ,feedback mechanism through estion at the end of each quiz - Y
- "Have you used or shared any of this informafion from the fact sheets, or do
_f_\\_you plan to dé so? If yes, in what way?" - '
5.\ An envelope addressed to the course administrator in which the participant
‘ nny return the quiz. : Yo
The' process for administering. the .course is as follows: R |
1.2 A cut-off date for'regigfering' for the course¢ is announced. ) - s
° . < 4 ' N . . < )
. 2. The first unit is-sent to-registrants.. In dddétion “ghe aforemgntioned
\' ) mterial -this ‘unit-=contain5' ‘ %‘& * o )
- v
. a.. a brief description of the topics in each of the'units ‘and '
O b. procedural directions for taking the course, including the ,
schedule for reéhrning the quiz and receiving successive units. ,
i (1' : " -4
< 3. A three week intenval is allowed for study. Tﬁe quiz is. T ed to the
course administrator within this interval.. . ,
. ” B
/ C o4 The returned quiz is corrected and photocopi ed by the aduinistrltor. L.
(No actual grade is placed on the quiz, but incorigct answers are nerked
and explained) ‘ , S
- IS, On the scheduled day the second unit is sent to all registrants, ;/This -
< . +packet also-contains tge corrected qulz from the previous unit, if returned.* -
© 4 » i *

-

6. This process is répeated for each\unlg.

B congratulatory 1 ter and certificate of completion is sent t ~pert1tip3nfs
‘who Complete the five-unit course. Completion is established | artieci-
pant larks and returns all umit quizzes S ‘

" r; ' . . . * .o - ' / . .
| . ' ' >
. *The attached chart is helpful for record keeping purposes and the administration
o  and evaluation of the course. , s

- - .

Az



LI L. N
A1l

N i\
) - N A
.:" 4 , T '

SParticrpant
Regord

N L)
. .
‘_Ndll\l‘ .

Address

L
' e . - ' ) Lo '
/ ) ) ' ; J
¥ o | ' I * (
. ' ’ )

- : 3 . { ; &

° 4 3 i '

: Qe 8 ~ - ’
+ - ’
. ;
, v
| .
* - - N v -
- X ~ Y v a e
L‘f n
'y i
) L
- I 7 - ' ‘
%
f t ! | 1 -
E 3 : & % . -
‘b i ‘. .
4 i { i a ’
- :
L .
, o 4
« » ’
, X ' P
- " * - “ ‘
d . ' k “ - }
. L N h '
) .
» . )
- ¢ )
¢
. * X
» N ' )

o . 1. ) ¥ - .
——e SN S S . .
) - ' e | ~ -

¢ e - ~- \ . .
»
™ :
) , A€ |,
< &£ i
_ : ,, _ A B '
e A L i L~ !
\ * ¢ '
- : ’ i b
N Al
‘k \ R - , *
] * !
- ' ‘
; &
_ - o b
N / '
Y . &
4 u| - . .
N . L] . Y
. 4 . # .

*
d \)“ i » .

EMC - ' ) “‘\ Y - E -" -
| -l T lbO ) > o !



o * N ' ‘ --~ . ~ ‘ . ) .
e e oy Suggestions for Uslng\tho Charts .

- Alphlbotizo tho names of registrnnts (At also helps ﬁg nlphaboti;o :the

photocopy of tho quiz:ca if unit foldors‘
v

" L
N .
date sent - if the.date is the same for nll registrants, it need only be
"written once, then check this cqlumn for each participant as.
his/her unltvpacket is ma;lod :

: Fpr qnch unit, note the fbllowing

"quiz received - {3 e~ch quiz is receivod by tho adlinistrator, the date is
recorded in this colunn ‘

Quiz grldo - although no gradeés appear on quizies returned to/’;rtlcipnnts, o

the number of correct answers is placod in this column,. e
S, . \. v
, & ‘used L;‘ shared - if the participant mdlca.ted that the information or . ‘ ;o
9& . Raterial was used o wasgsharod~with oth rs, this coluln I
- ' is checked. ;&r— )
H'.\ AA\% « " ;‘ “
Y "& .
, 9 '
s .
- . - £
- 3 S L ! A
N vl 4 & .
. re '\$ ) ‘ } €
L . \
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Simple Mailing Schedule™*

In this sample. uilin. schedule, the hone study units are sent out at three-week
intervals. Co-pleted quizzes are due hack two days before the next unit is sent

~out.
. | | |
Feb. 24 - Home-Study Unit I is sent out. . o S -
Mar. 15 - Completed quiz should be received «at our offite no {ater than this ’ ‘
. date.* ° )

Mar. 177 - Ho-e-Stud1 Unit 11 is eent out (corrected quiz fron UaLt I is enclmed)
N . Fnct sheets are studied and quiz is taken. — T Ny o,

Apr. 5 -

Conpleted quiz should be received at our pffice no - later than this
. " date. . :

\\ ‘,‘\ - “ .-

Apr.»7 - Home-Study Unit ILis sent out (corrected quiz frpm Unit I1 is
) enclosedf Eact sheets are studied and quiz 1is taken
- Apr.. 26 - Completed quiz should be received at our office no later than this
LR SIS \ i‘. d‘to L. ( .o . .. . - .
¥ ~ '

A)\]Sr. 28 - llo-e-StudI Unit IV“ sqnt Out (correcte quiz from Unit III is a3
T enclosed) Fact sheets are stydied and quiz 13 Raken. '

‘.J

o, , »
May 17 - Coﬁpleted quiz should 7e cheived at -our offiYZe (no later thnn tﬁis
g\ : d.te * » N
L Y / o~ ‘ h 4
i May 19 - Ho-e-vStudl Unit V is sent, out (corrected quiz from Unit IVjseﬂ‘iosed)c
% June 7 - Completed quiz should be received at our,?ffice no later ‘than this
: . date. : "
June 9 - ..Corrected quiz from Unig V is mailed ba‘ék to'y(‘u\ ‘.
. 1 N

3 ‘\ oL ‘ . : ! s . ’
) ]

*
‘ b=~ K ‘ v - ) r
—t—— v . . - » ) $
. . M . ’ ’ . . 'e — ." .
o r - .
/7

*1f we do pot receive your quiz, Mhe deadline, your . corrected quiz will be
- sent :to yT with the following unit mailing. ' ¢

L 4 ﬁ
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R R Appendix
- QUIZ KEY FOR UNIT I - . FINANCIAL PLANNING
1) _t  Which of the following may inflyence your financial decisions?
. N a. parents' attitudes d. your children's needs
- - . b, your mood- e. your decision to change jobs
¢. your spouse's goals’ = f.. all of the above

IR o (tact shbct ¥l, pages 1, 2)-

‘ 2)(~T)*F B fdtre sottlng up a budget, you should unJ%rstand family values, think
. ¢ ~about Yaur goals, examine your personal situation, and communicate with
q&her 1dmxly mcmbcrs, af appll«uhlc - ‘

.

.(tatt shcct,*l pug¢s 1, 2) -

A e T N
e 3)(::3 F 7 One purpose of setting up a budgot plan is to meet individyal and/or
’ > ~tamxly godl\ and noods

\

: o . o A S o S
. - -,”' (fact Sheet #2, pugc 6) 1 _ , ' (\ '
R 8 (:) Net income is all the money that’ you earn before taxes and other deductions
o T are subtracted. ‘
[ ’ i ’ * ‘
N ( F‘u t sheet #4&,.page 1)

5) (:) F Pavnn& blll\ by khO(k Ldn be a helpful “tool tor regord kvcpnng purpoaes

N

' FURN (faat s?ect #2, page 2} ‘ ( °

- &6) (:) L One way tQ meet large irregular payments, such asscar 1nsuranuc, s to
break dowd the large sums 1nbo small sums Whth can be ‘set aside until

tnt_ddymcnt is due. \\;bf - \ .
: A
(fact\shevt ¥2, pagg 1) N

o
L}

7y T (:) Rent or ﬁortgagc payment is considered a flexilrle expens%ﬂ’
. ;;‘ 3\»*. ~ '
(fact- sheet #2 page 1) : -

8) (:) F lxquxdadssotb are. easnly convertcd into cash within a short period

of time. ~ .
.( 2
: . (fact sheet #3, page 1) .
e‘%‘% -
* ‘ ~ N r e,
. ‘ . » *
]
J . N > h
. : R Y : ‘
“~ - N \ , A X1
[ ] . ) : -
1 . ' ro
- ) ) R : 'I
\5 l}
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Quiz Key for Unit I - Financial Planning Page 2
,:V‘
A .
R ) : .

) A Financial net worth 18 \\\ .
4. total assets minus total liabilities
b. liquid assets minus other assets

N c.ooooriginal price minus market value ‘
\ d. liabilities minus liquid assets '
(fact sheet #3, page )
10) d It 15 possible to control your money rather than having your moncy

control you by:

A, taking tinancial inventory
b, understanding individual and/or tamily values, goals, nceds, and
priorities

¢. developing  a workable budget ’
d. all of the above : .
(tact sheet #2, page 6) '
l L]
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QR KEY FOR UNLT 11 -- COPING WITH (@{y;

1)y v (:) Fhe amount of credit you can safely take on depends only on the size
ot vour income. ‘

(fact sheet K4, page 1)
2) @ Foolt s casy to over -buy when using credit cards.

Q}( (tact sheet ¥4, page ) .

3) (:) oo Families who habitually buy om credit anay add as much as 18% to the
cost ot goods and services.

(tact sheet #4, page 3)

4y T (F) When using installlment credit, the customer owns the gouods as soon
as they are in his or her possession,

(tact sheet #d, page 3)

5) d The main reason for establishing a good credit rating is:
&
a. all vour triends have one
b.  to be able to open a checking account “
¢. cemployers like to see it before hiring you
d. 1t will be easier to get a loan when you need it most

(fact sheet #5, page 1)
pag

‘©) T (:) A credit burecau is the same thing' as a credit grantor.

(fact sheet #5, page 4)

7y b A consolidation loan is:
a. many small debts which you have to pay
b. one large loan to pay off many small debts
2 low-interest lodn _ ) . -
2 d. <a loan with a few large payments ‘

7,
.

(fact sheet #6, page 1)

B) 1 (:) When you use a credit counselling service, you ¢an continue to use

. any of your credit cards. )
(fact "sheet #6, 7 page 2) T .
) ‘ : .
' X . . -
L . N
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Quiz Key tor Unit 11

-

() ) @ l Mht‘" VYOuUu Jdre

red

using

- Coping With Credit

o

ﬂuge 2

credit counseling service, many

rs will make adjustments. if spoken to and convinced of your

sincerity and willingness to pay.

(fact sheet #o, pages 1, 2)

10) r(::) Fhe cheapest way to pay for a car is to finance it through the car

éydlvr.
: (fue{\iniii\#7, pages 1, 3)

1) (:) FooAn acceleration ¢lause in a

may

1) l‘(:> ALL car loan contracts are the same,

come due at

once.

loan contract means that the entire balance

(tact sheet #7, page 2)

anderstand what

(fact sh&e

all the

theretfore you don't have to
terms mean.

H7, page 2)

LY e
. -, »';‘a/" ey
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QUIZ KEY FOR UNIT 111 -- PLANNING FOR PROTECTION: LIFE INSURANCE

. 1 4

1) (:) F- Most ansurance policyholders are either over- or underinsured.
(fact sheet ¥#9, page 1)

! AR (:) The proper insurance plan takes into account only the policyholder's
tncome.
(tact sheet ¥9, page 1)

3) A1'<j> Your original life insurance policy should take care of your family's
’ needs throughout your entire life.

(tact sheet #9, page é)
1) (j) FooIt is a good idea, but not easy, to comparison shop for [ife insurance.
/ .
. ' (tact sheet #9, page 3)
o) 'Y(ii)'fvrm insurance allows for a buildup ot cash value and some savings.

(fact sheet #L1OA, page 1) ,

«2) A 0)(::) F An endowment policy is also gonsidered a savings plan with term

tnsurance.
(tact sheet #10B, page 3{

7) K “Upmhjny}jpp[\hnyé;ln'good for meeting the needs of thé family.
(fact sheet #10¢, page 1)

8) ¢ Which type of insurance policy provides maximunt amount of protection
for low cost? '

a.  endowment
A b. whole life
c. term

(fact sheet #10A, page 1)

\.'

9) _;_EA A policyholder can borrow against which type of insurance policy?
a. term

: b. whole life
¢. both.
. . . .

(fact shcet K10B, page 1)
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Aruitoxt provided by Eic:

Quiz Key for Umit 111 -- Planning tor Protection: Lifte Insurance Page 2
w .
10) o Riders are: »
. ti
' . . 4
4. new policies ’
b. cash build-ups
C. udditim@to already existing policies
(fact sheet #12, page 1)
¢
4
‘
\ .
o~
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QUIZ KEY FOR UNIT_1V - FINANCIAL ASPECTS OF HOUS ING

1) d b Property taxes and the interest portion of mortgage p.nymont\ can be
deducted trom taxable income.

(tact sheet #13, page 2)

J) a4 Generally, monthly payments of plln\lpll imterest, and taxes should
not exceed more th in: , . ~
a.  ong/ week's pay o ' .
b.  tyh weeks!' pay . ~
¢. three weeks' pay
(tact sheet #13, page 1)
3) ¢ You may get oa lower price if you house hunt in the:
~
d. o summer
b, ftall
#
(G winter ! f
d. spring "

)

(tact sheet #15, page 1)

‘1)<:i) F A purchase agreement includes all terms and conditions of the \llO
but does not give the buyer the title to the property.

(fact sheet #1565, page 1)

5) \1'<i:>lhlrnvst money is alwayg returned i{/you ghango your mind about buying
the house, .

(fact sheet #15, page 2)
0) b "Clouds" on property are:
T . "
a. disputes over property boundaries
b.  restrictions on property, either recorded or unrecorded -

~ defects in the house itself
d.  closing costs

9

(fact sheet #15, page 3)

. . L T4




Quiz Key tor Unit IV -- Financial Aspects of Unusiné . Page 2

7) Match the following: )
' 2 a. . Depreciates ¥aster than 1. Cooperative Apartment
. ' | single-family- home
, .7 - . Mobile Home
(tact sheet 17, page 2)
, ' ' 3. Multiple-Family Housec
1 b. Shareholders share ownership
of entire complex 4. Condominium

tv

(fact sheet #17, page 1) S. Single-Family House
: o 3
3 ¢ Sections oY house are rented )
out to help with mortgage
payments L
r

(tact sheet #17, page 1)
N b d. Share ownership of land,

but each unit is owned
separately PR . ) v

“~’

(fact sheet #17, pugt"' 2) .

N ¢
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QUIS KEY FOR UNIT V- MAKING YOUR MONEY GROW

“

~. .

1) (:) F A moderate savings plan geared towards planning tor financial security
in retirement years may require a pervsonal and tamily adjustment in
present spending and lite-style.

(tact sheet #)2, page 1)

<)t Reasons why people save include:
4. emergency (medical, loss of job, cte.) .
b. wvacation, leisure
¢. wedding of g child L
d.  downpayment for a home
e.a and b

t. all of the above
(tact sheet #2220 page l)& . .
3) l'(::) In general, the sater the principal, the higher the rate of return,

. (fact <heet #3, page 2) .
4
- 1) (::) o Credit Untons are owned by their depositors and regular saving
: 1s encouraged through the automatic payroll” deduction plan,

(fact sheet #24, page 1)
S)(::) FooOnce you buy a Certificate of Deposit you can usually withdraw moncy
. at anytime, but doing so before maturity will result in a lower

carmngs rate and the loss of some interest.,

(tact sheet #24, page 6)

o) ,_fl,"yhis question is in reference to the Mo thly Grow Jfower, Chart 1, on
tact sheet #24, page 4. It one saves $20 per month for the college
) education of a child who is presently 4 ycars of age, how much savings
N . . § .
V) ‘ could one:expect to accumilate (not including taxes) whendthe child is
e ‘ " 17 years old? ‘
a. § 247.01 .
N b $4974 106 . ‘
T c. $7207.29 ; ' )
d. $1375.56 | '
‘ (fact sheet #24, page 4) - Y o - ’
? N » PRE. V{\-'L #h ¢
. ) )_ -
-) o - ‘
Loy
\ ‘ .
[\ ‘ .
IS .’ » ’ — *
‘ : ‘\ e




| )3 . ' o :

Quiz Key for Unit V -- Making Your Money Grow . Page 2

7). T (:) Both Series E and Series H bonds are bought ut a discount .and pay a
higher face value at maturity than at time of purchase. x

) (fact sheet #24, pugc'7)' : : .

8) b 'Which of the following is not an example of a fixed dollar investmiiht ?

4. government savings hond

' b. mutual fungs - ' .
¢. vcertificate of deposit 1 y
d.  savings account

(fact sheet #24, page 7) ' /’ ///\d[‘

9) (:)'F R of 10\5 of capital refers to the possibility that the Lﬁnsumer
might -lose any of the investment he/she mdde "

(fact sheet h2S, page 1) ‘/ 1
lO)(::> F Liquidity refers to the ease with whngh savings can be wflhdruwn and/or
.converted to cash. : . .
) (fact sheet #25, page 3) ‘ .
1 . ' B N
L \
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‘ . ) . . Nameo -
» " - . Ty
: ‘ " Date - -
‘ ! ‘
-Dear Friend, .
t > -
Recontly you pn?ticiputcd in a Home-Study Course, “"Your Money Matters.'
s B N , . P .
To help wathsthe evaluation of this course, please complete this questionnaire
and return \t in the envelope provided. Your cooperation in returning the
complotod{qucstionnuire immediately will be appreciated. ,
. N " Sincerely,
EVALUATION QUESTIONNATRE ‘ S '
1. Check the units yow studied: \ o
( R L]
. l. __ Financial Planning 4.  Finaneial Aspects of
. ‘ Buying a Hoyse
" - Zo 1 Coping With Credit . N ‘
; ) . 5. Making Your Money Grow
3. ____ Planning for Protection: . i
: Life Insurance ] &
- ‘ ' & ~\" . s
2. What did you learn? (Use back of sheet if you need more room.)
v . " . | R . "
3. Has the course led you to take any action regarding your °. YES NO
financial planning or money management? (Circle one)
) 4. If yes, what action did yoeu take?
! - - . - d
4 *
- ]
- L]
AN
\ ‘ - .
5. Do you plan to -take any action ‘in the “’uture as a rosult YES .NO
of this course? (Cirﬁfe one) ) .
‘ . N
) 6. If yes, what action do you plan to tw in the future?
. . ' . ¢
Y 1




~d

Have you shared or used any 8fthe information gained from . YES NO
*this course with others? (Cirgle one)

8. It yes, indicate in what way you have shared or usaed the - -
intormation.

1. with tamily 3. used. in work

-

_'with friends 1. other (please explain)

)

_ 9. State what was most useful to you in the courde.
» “ 14

. 4 -
-

. F. '
10, State what: was lecast useful .to you in the course.

hd )

l1. Were the materials easy to understand? |, (Check one)
a. Very easy C. _Just right e. Difficult

h. _ Easy d. Slightly difficult

12. Other comments:




. .
’
/ Y
- . «

; 3\
To help us interpret your feedback in a mcdningful way,.please provide us with
the: following information: ¢ o
AGE GROUP " EMPLOYMENT
a.  under 24 ' a.  full-time
b 25-44 ) b. part-time (under 20 hours per week)
SR LR c. _retired
\ + * /
1. over 65 1. -~ unemplayed - [
¢ o t ) ¢ o (IC] G%' ( '
\ ¢. other

“ Total number of tamily members in your houschold

v/ -

: INCOME L0 EDUCATION . \
}' N PR ' /, ‘H ‘
a. undg)'$3,999 a. nonhigh school graduate
- ; . ‘
b. 4,000 - 9,999 b. Hm__»&igh school graduate
o 10,000 - 14,999 c. igh school and training
v or some college
d. 15,000 - 19,999
: . h #. __ college graduate
° ¢ over $20,000 -
' ¢.  other ’
SEX RESTDENCE
a. male City,*(own, ctc.
" b. 'A ___‘__\-fomalo c C@ﬂt)’ N «
' 2 / \ : Ur}fan Rural y

All mformation is confidential and will not be released except in some
tabulatﬁd torm for educational evaluationy purposecs.

() ‘ - + " Thank you! * . ‘
-

]

o

4 v o L 4
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Evalu;tidn Indicato;*

The evaluation indicators “ro indices of learning or of action taken by

‘participants as a result of yod¥ teac 58 and might help you in specifying your

objectives to a greater detail.' Thes® 'detailed objectives,'" as cited on the

- -followirg pages, are examples from the project, "HELPING MMILIES ADJUST TO

ECONOMIC CHANGE." It shculd not be implied that they are the only type of topic
indicators possible. They need to be adjusted by the oducutor to the individual
audience; their ethnic, social, and.educational‘background; and age; to make them
work. The educator's knowledgoe of subject matter will also influence the choice
and range of topic inditators he/she chooses. So it can be said that indicators
will most always vary with different presenters of programs or sessions.

They will force you to think through the process of setting objectives and then
evaluating if the ovbjectives have been reached with your audience.

It is in this spirit that the evaluation indicators are being shared w{th you.
Ne hope you will find them useful in your own projects. ‘



H

INDICATORS POR THE TOPIC: BUDGETING .

The following six indicators have been identified for the topic on budgeting.
At the end of a session on budgoting; the’;)rtic{pant will be able tO'

1. define a budget plan as a workable guideline' for spending, which\vuries from
person to person }

2. explain that the Eugggse of setting up a budget plan is to meet individual
and/or family goals and needs. .

3. 1identify the important factors in setting up and in modifying a budget plan:
- income - family size and composition

- debt - value system (goals, objectives, priorities)

4. identify the key elements of a budget plan:

L) 3 &

- income(s)
- expenditures (fixed and flexible)
- saving and investment

5. name th§ steps of setting up a budéat.plan:

(1) identifying take-home incomes, ,

(2) identifying obligations, — - - .

(3) computing expendable income, '

(4) budgeting expenditures in each area of needs, . -
(5) keeping recerd of spending, -
(6) comparing actual expenses with allotted amount,

(7) adjusting budget plan based on changing §1tuations in the family
, and the result of step (6), and =

6. applying knowledge in setting up a budget plan by using a case situstion
- .provided by the presenter.

P




INDICATORS FOR THE TOPIC: UNDERSTANDING CONSUMER CREDIT £

Based on our deliberation on the topical outlines in the content area of credits,
five key indicators have been delineated as a basis for evaluation. We have

agreed that at the end of a session on credits, workshop participants will be
able .to: : \

1. Dosgribe two to three advahtages and disadv:ZZ;ges of using credit cards.

2. Tell the difference ;noﬁg four lending institutions in terms of the
interest rates versus risks and the availability of funds.

" NOTE: The four major sources of cr&ﬁ?t#a;sz

" 1) Credit Unions
2) Banks - Savings and Loans
3) Consumer Finance Companies -
4) Retail Stores and Dealers:

»

. a

3. Be aware of the importance of one's credit rating and ways of establishing
a good onme. A

\
4. Read and understand a lending contract in terms of the annual percentage
rate (APR), finance charge, payment schedule. Be able to question unclear
clauses. b

| éi\ Describe the following four actions one can take when having payment
difficulty: . .

1), Contact the lending institution
41 Tak¢ out a consolidatefl loan

3) Consult financial counselor

4) Declare bankruptcy




/ \ -
INDICATORS FOR THB TOPIC: LIFE INSURANCE

1. Bxplain that the puiposo of life insurance is protection, saving, and/or
investment. \ “

2. Compare the following four basic types of 1ife in\‘ ance policies in terms
of cost, cash value, face value, and protection for various individuals.

Term life insurﬁnce

Straight life

‘Limited payment

Endowment ' | \

3. Select the most appropriate type of life insurance policy for at least
three given situations with a consideration of the changing needs of
protection, face value, cash value, dividend, and convertibility.
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. ¥ INDICATORS FOR THE TOPIC: HOUSING ° -

"" ‘ ‘ .. . . )
% R . . ‘
At tHe-enqgof a so&gion.rit is expected that the participnnts.uifl be able to:

AR o ~¢

1 LT . , T e ’ K
) .
{l. List thrpe ‘advantages and»di;advantagos of buying and/or ronting a home, <
4 apartpont and/on.condominiun Vv '

e
A -
] .
an

"r
~

2. “Name fbur factors whitb,§hould'be.cohhidered wﬁéh selecting a home, such as

AN

1. distance from job . 4. suyrroundings )
' 2. schools - proximity, fkting - 5. tax rate .
-3. appearance of neighborhood- ' '
\ ~J

3. Name three guidelines tzﬂgonsider qh9n~deiermining how much one can afford.
"rule of thumb'" -- Zk-tiueg ope's annual salary

one week's income for payments

4, List three additional expehses involved when buying a home and/or changing
other types of residence (e.g., apartment, condominium). :

1. closing costs ' | 4. prepaid taxﬁs,
2. lawyer's fee © ' 5.. immediate improvements
3. moving/storage costs ! '

5. Name and compare the three major tyPes ‘of mortgages (FHA, VA, Conventional)
in terms of:
1. eligibility ‘
2. size of downpayment necessary
3. interest rate




INDICQRS FORQTHE TOPIC: SAVING AND INVESTING .

1. List three reasons (goals) for saving/investing.
\ .
Emergency . ,
Consumer goods, vacation, etc. .
Downipayment for home
Children's education
Future income and supplement to retirement

N e
L] s & o .

Bxpllin what is meant by interest compounded dailr and interest co.pounded
quartorly \ . ;

I'4

-

- . A
3. Be aware of the earning growth potential of a regular savings prégram over .
a period of time.

4. Describe at }east'three to four types’of savings/investments nvaiiable and
their relationship in terms of safety-wisk, earnings, and liquidity.

¥ 4
1. Checking account
2. Savings account
3. Credit Union
- _ 4. Certificate of Doposit
‘ S. Government E or H Bonds ‘
6. icipal bonds ' ' ’ . .
7. rporate bonds o .
8. Stocks
) v 9. -Mutual funds
10, Home .
11. Real Estate
13. Other

5. Describe what to look for wheniselecting a broker and financial institution.
: \ ‘
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educational programs in family inancial management and consumer economits.
She has wntten extensively for the Cooperative Extension Service, Cook College,
Rutgers University, and co-authored Personal Money Management, Guidefines for
Teaching used nationally and other publications used regionally. . - 0

She has been a guest lecturer at Rutgers University's Douglass and University
Colleges. Fameigh Dickinson University, and many New Jersey community col-
leges She has also hosgted two television senes”in consumer education Mrs.
Matepc has been a trequent speaker at seminars and workshops for protessional
and community groups on a county, state, and nafional level .Sha has also pro-
vided trairing for employees of several industnal corporations.

Mrs Mateypc 1s a member of the New Jersey Bell Consumer Advisory Panel, the
New Jersey Ford Consumer Appeals Board. and a director of the New Jersey
Consumers League She serves as a member of the American Council of tite
Insurance Adwvisory committee, and has been consultant for the New York Stock
Exchange. Household Finance Corporation, Gulf Qil Consumer Affairs office, and
New Jersey Department of Education - Center for Consumer Education Services.
She 1s a member of the Northeast Extension Publication Committee on
Management/Consumer Education She is a membaer of the Amencan and New
Jersey Home Economics Association, New York Regional Council for Industry-
Education Corporation, Amercan Council of Consumer Interests, and Women's
Studies Institute of Rutgers University. She has been listed in the 1979 edition of
Who's Who in Finance and Industry
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For intormation regarding the ordering of educational materials develop\ed under
. this project. as listed below. write to the Publications Distribution Center, Rutgers

Univarsity. Cook College, P.O. Box 231, New Brunswick, New Jersey.08903.

Copies can be obtained at cost. Write to the above address for quotation of prices.

@ Planning and Managing Community Programs A process approach
@ Hsiping Families Adjust to Economic Change A project report
@ Your Money Matters A self-study program guide for educators

[ “-

® Personal and Family Finances A resource guide for teaching
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