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Another year is winding down. We
anticipate the cooler weather and
holiday treats. It is a great time of
year to evaluate goals. It’s not too
late to meet some of your New
Year’s resolutions! To help, here are
some financial tips to help you make
the most of this year’s end.
As always, please contact me
with any questions at
aupchurch@smithconway.com.
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Financially speaking, the
terms "saving" and "investing"
are often used
interchangeably. But the
concepts behind these terms
actually have some important
differences. Understanding
these differences and taking advantage of them
may help you in working toward financial goals
for you and your family.

including the loss of principal, and there is no
assurance that any investing strategy will be
successful.

Investing

retirement. Generally, saving and investing
work hand in hand. For instance, you may save
for retirement by investing within an employer
retirement account.

What's the difference?

Whether you prefer to use the word "saving" or
"investing" isn't as important as understanding
how the underlying concepts fit into your
financial strategy. When it comes to targeting
short-term financial goals (e.g., making a major
purchase in the next three years), you may opt
Saving
to save. For example, you might set money
You may want to set aside money for a specific, aside (i.e., save) to create and maintain an
identifiable expense. You park this money
emergency fund to pay regular monthly
someplace relatively safe and liquid so you can expenses in the event that you lose your job or
get the amount you want when you need it.
become disabled, or for short-term objectives
According to the Securities and Exchange
like buying a car or paying for a family vacation.
Commission brochure Saving and Investing,
You might consider putting this money in a
"savings are usually put into the safest places, vehicle that's stable and liquid. Think of what
or products, that allow you access to your
would happen if you were to rely on
money at any time. Savings products include
investments that suddenly lost value shortly
savings accounts, checking accounts, and
before you needed the funds for your purchase
certificates of deposit." Some deposits may be or expense.
insured (up to $250,000 per depositor, per
Saving generally may not be the answer for
insured institution) by the Federal Deposit
longer-term goals. One of the primary reasons
Insurance Corporation or the National Credit
is inflation--while your principal may be stable, it
Union Administration. Savings instruments
might be losing purchasing power. Instead, you
generally earn interest. However, the likely
may opt to purchase investments to try to
tradeoff for liquidity and security is typically
accumulate enough to pay for large future
lower returns.
expenses such as your child's college or your
While a return of your money may be an
important objective, your goal might be to
realize a return on your money. Using your
money to buy assets with the hope of receiving
a profit or gain is generally referred to as
investing. Think of investing as putting your
money to work for you--in return for a
potentially higher return, you accept a greater
degree of risk. With investing, you don't know
whether or when you'll realize a gain. The
money you invest usually is not federally
insured. You could lose the amount you've
invested (e.g., your principal), but you also
have the opportunity to earn more money,
especially compared to typical savings vehicles.
The investment is often held for a longer period
of time to allow for growth. It is important to
note, though, that all investing involves risk,

Why is it important?
Both saving and investing have a role in your
overall financial strategy. The key is to balance
your saving and investing with your short- and
long-term goals and objectives. Overemphasize
saving and you might not achieve the return
you need to pursue your long-term goals.
Ignore saving and you increase the risk of not
being able to meet your short-term objectives
and expenses. Get it right and you increase
your chances of staying on plan.
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Top Financial Concerns of Baby Boomers, Generation Xers, and
Millennials
Many differences exist among baby boomers,
Generation Xers, and millennials. But one thing
that brings all three generations together is a
concern about their financial situations.

In its survey,
PricewaterhouseCoopers
defined the generations as
having these birth years:
baby boomers: 1943-1960;
Generation X: 1961-1981;
millennials: 1982-1997. The
U.S. Census Bureau and
other groups often define
these generational ranges
differently.
Source:
"Employee Financial
Wellness Survey,"
PricewaterhouseCoopers
LLP, April 2016

According to an April 2016 employee financial
wellness survey, 38% of boomers, 46% of Gen
Xers, and 51% of millennials said that financial
matters are the top cause of stress in their
lives. In fact, baby boomers (50%), Gen Xers
(56%), and millennials (60%) share the same
top financial concern about not having enough
emergency savings for unexpected expenses.
Following are additional financial concerns for
each group and some tips on how to address
them.

Baby boomers
Baby boomers cite retirement as a top concern,
with 45% of the group saying they worry about
not being able to retire when they want to.
Although 79% of the baby boomers said they
are currently saving for retirement, 52% of the
same group believe they will have to delay
retirement. Health issues (30%) and
health-care costs (38%) are some of the
biggest retirement concerns cited by baby
boomers. As a result, many baby boomers
(23%) are delaying retirement in order to retain
their current health-care benefits.
Other reasons reported by baby boomers for
delaying retirement include not having enough
money saved to retire (48%), not wanting to
retire (27%), and having too much debt (23%).

Generation X

Gen Xers (26%) report that better job security
would help them achieve future financial goals,
which may help explain their worry about both
future (retirement) and current (living)
expenses.

Millennials
Unlike baby boomers and Gen Xers who worry
about future financial needs, millennials seem
to be more concerned about meeting current
expenses. This concern has grown
substantially for millennials, from 23% in the
same survey conducted in 2015 to 35% in
2016. Millennials are also finding it increasingly
difficult to pay their household expenses on
time each month, with the number jumping from
35% in 2015 to 46% in 2016.
Considering the amount of debt that millennials
owe, it's probably not surprising that they worry
about making ends meet. Specifically, 42% of
the millennials surveyed have a student loan(s),
with 79% saying their student loans have a
moderate or significant impact on their ability to
meet other financial goals.
In an attempt to make ends meet, 30% of
millennials say they use credit cards to pay for
monthly necessities because they can't afford
them otherwise. But 40% of those who
consistently carry balances find it difficult to
make their minimum credit-card payments on
time each month.

How each generation can address their
concerns

While baby boomers are concerned about
retiring when they want to, Gen Xers are more
specifically worried about running out of money
in retirement, with 50% of the surveyed group
citing this as a top concern. More Gen Xers
(26%) than baby boomers (25%) or millennials
(21%) have already withdrawn money held in
their retirement plans to pay for expenses other
than retirement.

Focusing on some basics may help baby
boomers, Gen Xers, and millennials address
their financial concerns. Creating and sticking
to a budget can make it easier to understand
exactly how much money is needed for
fixed/discretionary expenses as well as help
keep track of debt. A budget may also be a
useful tool for learning how to prioritize and
save for financial goals, including adding to an
emergency savings account and retirement.

Besides worrying about retirement, 25% of Gen
Xers are concerned about meeting monthly
expenses. Forty-four percent find it difficult to
meet household expenses on time each month,
and 53% consistently carry balances on their
credit cards.

At any age, trying to meet the competing
demands of both short- and long-term financial
goals can be frustrating. Fortunately, there is
still time for all three generations to develop
healthy money management habits and
improve their finances.

Being laid off from work is another financial
worry among Gen Xers, cited by 22% of those
surveyed--more than cited by baby boomers or
millennials.

Page 2 of 4, see disclaimer on final page

Common Financial Wisdom: Theory vs. Practice
In the financial world, there are a lot of rules
about what you should be doing. In theory, they
sound reasonable. But in practice, it may not be
easy, or even possible, to follow them. Let's
look at some common financial maxims and
why it can be hard to implement them.

It might not always be
possible to follow some
common financial wisdom.
Note: All investing involves
risk, including the possible
loss of principal, and there
can be no assurance that
any investment strategy will
be successful.

live within your means, or better yet below your
means. Then focus on putting money aside in
your workplace retirement plan. Start by
contributing a small percentage of your pay,
say 3%, to get into the retirement savings habit.
Once you've adjusted to a lower take-home
Build an emergency fund worth three to amount in your paycheck (you may not even
notice the difference!), consider upping your
six months of living expenses
contribution little by little, such as once a year
Wisdom: Set aside at least three to six months or whenever you get a raise.
worth of living expenses in an emergency
Start saving for college as soon as your
savings account so your overall financial health
child is born
doesn't take a hit when an unexpected need
arises.
Wisdom: Benjamin Franklin famously said
there is nothing certain in life except death and
Problem: While you're trying to save, other
taxes. To this, parents might add college costs
needs--both emergencies and
that increase every year without fail, no matter
non-emergencies--come up that may prevent
what the overall economy is doing. As a result,
you from adding to your emergency fund and
new parents are often advised to start saving
even cause you to dip into it, resulting in an
for college right away.
even greater shortfall. Getting back on track
might require many months or years of
dedicated contributions, leading you to
decrease or possibly stop your contributions to
other important goals such as college,
retirement, or a down payment on a house.
One solution: Don't put your overall financial
life completely on hold trying to hit the high end
of the three to six months target. By all means
create an emergency fund, but if after a year or
two of diligent saving you've amassed only two
or three months of reserves, consider that a
good base and contribute to your long-term
financial health instead, adding small amounts
to your emergency fund when possible. Of
course, it depends on your own situation. For
example, if you're a business owner in a volatile
industry, you may need as much as a year's
worth of savings to carry you through uncertain
times.

Start saving for retirement in your 20s
Wisdom: Start saving for retirement when
you're young because time is one of the best
advantages when it comes to amassing a nest
egg. This is the result of compounding, which is
when your retirement contributions earn
investment returns, and then those returns
produce earnings themselves. Over time, the
process can snowball.
Problem: How many 20-somethings have the
financial wherewithal to save earnestly for
retirement? Student debt is at record levels,
and young adults typically need to budget for
rent, food, transportation, monthly utilities, and
cell phone bills, all while trying to contribute to
an emergency fund and a down payment fund.
One solution: Track your monthly income and
expenses on a regular basis to see where your
money is going. Establish a budget and try to

Problem: New parents often face many other
financial burdens that come with having a baby;
for example, increased medical expenses,
baby-related costs, day-care costs, and a
reduction in household income as a result of
one parent possibly cutting back on work or
leaving the workforce altogether.
One solution: Open a savings account and set
up automatic monthly contributions in a small,
manageable amount--for example, $25 or $50
per month--and add to it when you can. When
grandparents and extended family ask what
they can give your child for birthdays and
holidays, you'll have a suggestion.

Subtract your age from 100 to
determine your stock percentage
Wisdom: Subtract your age from 100 to
determine the percentage of your portfolio that
should be in stocks. For example, a 45-year-old
would have 55% of his or her portfolio in stocks,
with the remainder in bonds and cash.
Problem: A one-size-fits-all rule may not be
appropriate for everyone. On the one hand,
today's longer life expectancies make a case
for holding even more stocks in your portfolio
for their growth potential, and subtracting your
age from, say, 120. On the other hand,
considering the risks associated with stocks,
some investors may not feel comfortable
subtracting their age even from 80 to determine
the percentage of stocks.
One solution: Focus on your own tolerance for
risk while also being mindful of inflation.
Consider looking at the historical performance
of different asset classes. Can you sleep at
night with the investments you've chosen? Your
own peace of mind trumps any financial rule.
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What are some tips for organizing financial records?
Organizing your financial
records is a cyclical process
rather than a one-time event.
You'll need to set up a system
that helps you organize
incoming documents and maintain existing files
so that you can easily find what you need. Here
are a few tips.

find that keeping your records organized takes
only a few minutes each week.

File away: If you receive financial statements
through the mail, set up a collection point such
as a folder or a basket. Open and read what
you receive, and decide whether you can file it
or discard it. If you receive statements
electronically, pay attention to any notifications
you receive. Once you get in a routine, you may

you're storing your records online, make sure
your data is encrypted. Use strong passwords,
and back up any records that you store on your
computer.

Purge routinely: Keeping your financial
records in order can be even more challenging
than organizing them in the first place. Let the
phrase "out with the old, in with the new" be
your guide. For example, when you get this
year's auto policy, discard last year's. When
Create your system: Where you should keep you receive an annual investment statement,
your records and documents depends on how
discard the monthly or quarterly statements
quickly you want to be able to access them,
you've been keeping. It's a good idea to do a
how long you plan to keep them, and the
sweep of your files at least once a year to keep
number and type of records you have. A simple your filing system on track (doing this at the
set of labeled folders in a file cabinet may be
same time each year may be helpful).
fine, but electronic storage is another option for Think safety: Don't just throw hard copies of
certain records if space is tight or if you
financial paperwork in the trash. To protect
generally choose to receive and view records
sensitive information, invest in a good quality
online. No matter which storage option(s) you
shredder and destroy any document that
choose, try to keep your records in a central
contains account numbers, Social Security
location.
numbers, or other personal information. If

How long should I keep financial records?
There's a fine line between keeping financial records for a reasonable period of
time and becoming a pack rat. A general rule of thumb is to keep financial
records only as long as necessary. For example, you may want to keep ATM
receipts only temporarily, until you've reconciled them with your bank statement.
But if a document provides legal support and/or is hard to replace, you'll want to
keep it for a longer period or even indefinitely. It's ultimately up to you to determine which records
you should keep on hand and for how long, but here's a suggested timetable for some common
documents.
One year or less

More than one year

Indefinitely

Bank or credit union
statements

Tax returns and
documentation*

Birth, death, and marriage
certificates

Credit card statements

Mortgage contracts and
documentation

Adoption papers

Utility bills

Property appraisals

Citizenship papers

Annual insurance policies

Annual retirement and
investment statements

Military discharge papers

Paycheck stubs

Receipts for major purchases
and home improvements

Social Security card

*The IRS requires taxpayers to keep records that support income, deductions, and credits shown
on their income tax returns until the period of limitations for that return runs out--generally three to
seven years, depending on the circumstances. Visit irs.gov or consult your tax professional for
information related to your specific situation.
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