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Money is power. A
fool and his money
are soon parted. A
penny saved is a
penny earned.
Money is the root of
all evil.

Do any of these
expressions ring
true for you?

As it turns out, the money beliefs our families
espoused while we were growing up may have
a profound effect on how we behave financially
today — and may even influence our financial
success.

Beliefs drive behaviors
In 2011, The Journal of Financial Therapy
published a study by financial psychologist
Brad Klontz et al., that gauged the reactions of
422 individuals to 72 money-related
statements.1 Examples of such statements
include:

• There is virtue in living with less money
• Things will get better if I have more money
• Poor people are lazy
• It is not polite to talk about money

Based on the findings, Klontz was able to
identify four "money belief patterns," also
known as "money scripts," that influence how
people view money. Klontz has described these
scripts as "typically unconscious,
trans-generational beliefs about money" that
are "developed in childhood and drive adult
financial behaviors."2 The four categories are:

1. Money avoidance: People who fall into this
category believe that money is bad and is often
a source of anxiety or disgust. This may result
in a hostile attitude toward the wealthy.
Paradoxically, these people might also feel that
all their problems would be solved if they only
had more money. For this reason, they may
unconsciously sabotage their own financial
efforts while working extra hours just to make
ends meet.

2. Money worship: Money worshippers believe
that money is the route to true happiness, and
one can never have enough. They feel that they
will never be able to afford everything they
want. These people may shop compulsively,
hoard their belongings, and put work ahead of
relationships in the ongoing quest for wealth.

3. Money status: Similar to money
worshippers, these people equate net worth
with self-worth, believing that money is the key
to both happiness and power. They may live
lavishly in an attempt to keep up with or even
beat the Joneses, incurring heavy debt in the
process. They are also more likely than those in
other categories to be compulsive gamblers or
to lie to their spouses about money.

4. Money vigilance: Money vigilants are
cautious and sometimes overly anxious about
money, but they also live within their means,
pay off their credit cards every month, and save
for the future. However, they risk carrying a
level of anxiety so high that they cannot enjoy
the fruits of their labor or ever feel a sense of
financial security.

Awareness is the first step
According to Klontz's research, the first three
money scripts typically lead to destructive
financial behaviors, while the fourth is the one
to which most people would want to aspire. If
you believe you may fit in one of the
self-limiting money script categories, consider
how experiences in your childhood or the
beliefs of your parents or grandparents may
have influenced this thinking. Then do some
reality-checking about the positive ways to build
and manage wealth. As in other areas of
behavioral finance and psychology in general,
awareness is often the first step toward
addressing the problem.
1 "Money Beliefs and Financial Behaviors," The
Journal of Financial Therapy, Volume 2, Issue 1

2 Financial Planning Association, accessed October
24, 2017
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Weathering the Storm: Are You Prepared?
Severe weather can test even the most
seasoned homeowners. And while storm
hazards such as power outages, downed trees,
and flooding can result in costly damage to your
home, they can also put your family's safety at
risk. The key to making it through a storm
safely is to be prepared.

Protect your home
Before a storm arrives, you'll want to take
proactive steps to prevent damage to your
home, such as:

• Cleaning your gutters and downspouts so
that water can flow freely away from your
home

• Inspecting and repairing roof shingles and
flashing to prevent water damage

• Trimming overhanging tree limbs
• Securing loose objects (e.g., grills and patio

furniture)
• Parking your car and storing any heavy

equipment (e.g., lawnmower) inside a garage
• Investing in storm windows, doors, and

shutters

Have an emergency plan/stock up on
supplies
A severe storm can cause power outages that
last for days. It can also result in downed power
lines, fallen trees, and flooding that make roads
impassable. You'll want to have an emergency
plan that identifies a place nearby where you
can safely stay if you lose power for an
extended period of time.

In addition, you should gather the necessary
supplies you'll need to stay safe both during
and after a storm. The following are some items
to put together in an emergency supply kit.

Food/supplies. Stock up on enough
nonperishable food to sustain you and your
family for several days. You'll also want to store
other items that are specific to your family's
needs, such as infant formula, diapers, pet
food, clothing, and blankets.

First aid/medicine. Be prepared for any
possible medical needs by having a first aid kit.
Also talk to your doctor about obtaining an extra
prescription for important medications you take
such as heart and blood pressure medications,
insulin, and asthma inhalers.

Communication/safety items. Make sure your
cell phones and other methods of electronic
communication are fully charged before the
storm arrives. Also gather additional safety
items, such as matches, flashlights, batteries,
and an AM/FM radio.

Important documents/valuables. Place
important documents, such as personal records
(e.g., birth and marriage certificates), property
records (e.g., insurance policies), medical
records, financial information (e.g., bank or
credit card information), and any valuables in a
secure location that is easily accessible in case
of an emergency.

Review your insurance coverage
Review all of your insurance policies (e.g.,
homeowners, renters, and auto) to make sure
that you have appropriate coverage for your
property and belongings. Your home and its
contents should be insured to their full
replacement cost, including any new additions,
remodels, and furniture. To assist with
post-storm insurance claims, be sure to take
pictures/videos and make an inventory of your
home and valuables in case they are damaged
or destroyed.

Keep in mind that certain types of storm
damage (e.g., flood and hurricane) may not be
covered by a standard policy or may require
you to pay a separate deductible. If you live in a
high-risk storm area, you may need to purchase
insurance specifically designed for floods and
hurricanes. Contact your insurance agent to
determine if you need to purchase additional
insurance above and beyond traditional
coverage.

After the storm
If your home suffers severe storm damage from
a natural disaster, you may be eligible for
immediate disaster relief funds and special
programs through the Federal Emergency
Management Agency (FEMA) and various
state/local government agencies.

You'll also need to file a claim for storm
damage with your insurance company. To
make the claims process easier, take pictures
to document the damage — both inside and
outside of your home — as soon as possible.
While your claim is being processed, take steps
to prevent further damage (e.g., putting a tarp
on a damaged roof), since the insurance
company may not cover any additional damage
that occurs after the storm passes.

Keep in mind that the process for filing an
insurance claim can take time, especially if your
home is in an area that has been impacted by a
large-scale storm. As a result, you should
contact your insurer with any questions you
may have regarding the claims process.

Page 2 of 4, see disclaimer on final page



Four Tips for Downsizing in Retirement
Going through years of accumulated
possessions and memories is probably not how
you envisioned spending part of your
retirement. It may sound like a daunting and
emotionally draining task, but downsizing could
be a savvy financial move, especially if you
haven't reached your retirement savings goals.

1. Set goals for downsizing
Before you make any decisions, think about
why you might want to downsize in the first
place. Is it because you want to save on
mortgage payments or other monthly
expenses? Or are you looking to free up some
cash to help pursue your lifestyle goals in
retirement?

No matter what your specific goals may be,
understanding the connection between them
and downsizing can help motivate you to follow
through with it.

2. Determine the best time to downsize
It's said that timing is everything, so choosing
when to downsize will be an important decision
to make. One benefit of downsizing early in
retirement is that mortgage payments and other
related expenses (such as utilities and real
estate taxes) could decrease, presuming that
you are downsizing to a less expensive
residence. This could mean you have extra
funds to pursue new hobbies and activities right
away in retirement. You might even be
fortunate enough to have sufficient funds from
the sale of a larger home to pay for a smaller
home with cash, thus eliminating or decreasing
your mortgage payment, or significantly
increasing cash flow.

But there may be advantages to delaying
downsizing. If you wait to do it later in
retirement, you might have a better sense of
just how much you need to downsize to support
your current lifestyle. Plus, timing your
downsizing plans with a stronger real estate
market could mean that you sell and/or
purchase a new home at a more opportune
time.

3. Be realistic about costs
There are several costs to think about if you are
downsizing your home: the worth of your
current home, the cost of a new home, and the
fees and expenses associated with relocating.
Before you start boxing up your belongings, run
the numbers. Start by contacting local real
estate agents to receive estimates of your
home's value. Compare the estimates so you
can develop an idea of how much you might be
able to get for your home. Research online to
see what homes in your neighborhood have

sold for recently — this can also help you
determine your home's potential selling price.

Take similar steps when you look for your new
home. One option that might be available is to
rent a new house or apartment for a length of
time before buying it. That way, you'll learn
whether the home and the location suit you,
helping you avoid buyer's remorse.

If you're buying a new home, don't forget to
account for the down payment, home
inspection, closing costs, and other associated
charges. Factoring all of the numbers into the
equation may reveal whether downsizing
makes the most sense for you and your
financial situation.

4. Consider downsizing your
belongings, not just your home
For some people, downsizing might simply
mean cutting down on clutter rather than
relocating. It's easier said than done,
particularly if you've amassed many belongings
over time. When purging your home, consider
the following:

• Take your time. Don't feel pressured to clear
out your entire home in one fell swoop.
Instead, make a plan to do one room or
section of your home at a time.

• Involve your children. If you have kids,
consider asking them for their help. Many
hands make light work, and your children
may end up expressing interest in items they
would like to have.

• Sell valuables. Maybe you can't find a new
home for that antique necklace you never
wear or the rare baseball cards collecting
dust in your attic. Consider having those
items appraised and selling them to an
auction house or online. Depending on how
many items you're selling and their worth, you
could wind up with quite a bit of money that
you can use to help cushion your retirement
fund.

• Donate gently used items. Find out if there
are any local organizations in your community
that could benefit from furniture, clothing, or
any other possessions in good condition that
you want to get rid of. Some donation outlets
may even offer free pickup of certain items,
saving you time and hassle.

• Clear out junk. Chances are you've
accumulated items that you simply won't be
able to give away or sell. Discard belongings
that serve no purpose other than taking up
space in your home. You might be surprised
by how much room you could free up.

Have you considered
downsizing in retirement?
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How does working affect Social Security retirement
benefits?
If you're thinking about
working as long as possible to
increase your retirement
savings, you may be

wondering whether you can receive Social
Security retirement benefits while you're still
employed. The answer is yes. But depending
on your age, earnings from work may affect the
amount of your Social Security benefit.

If you're younger than full retirement age and
make more than the annual earnings limit
($17,040 in 2018), part of your benefits will be
withheld, reducing the amount you receive from
Social Security. If you're under full retirement
age for the entire year, $1 is deducted from
your benefit for every $2 you earn above the
annual limit.

In the year you reach full retirement age, $1 is
deducted from your benefit for every $3 you
earn above a different limit ($45,360 in 2018).

Starting with the month you reach full
retirement age, your benefit won't be reduced,
no matter how much you earn.

Earnings that count toward these limits are
wages from a job or net earnings from

self-employment. Pensions, annuities,
investment income, interest, and veterans or
other government benefits do not count.
Employee contributions to a pension or a
retirement plan do count if the amount is
included in your gross wages.

The Social Security Administration (SSA) may
begin to withhold the required amount, up to
your whole monthly benefit, as soon as it
determines you are on track to surpass the
annual limit. However, even if your benefits are
reduced, you'll receive a higher monthly benefit
at full retirement age, because the SSA will
recalculate your benefit and give you credit for
any earnings withheld earlier. So the effect that
working has on your benefits is only temporary,
and your earnings may actually increase your
benefit later.

These are just the basics, and other rules may
apply. The Retirement Earnings Test
Calculator, available at the Social Security
website, ssa.gov, can help you estimate how
earnings before full retirement age might affect
your benefit.

Will a government pension reduce my Social Security
benefits?
If you earned a government
pension from a job not subject
to Social Security tax
withholding ("noncovered

employment") and are also eligible for Social
Security benefits through a job where Social
Security taxes were withheld, two provisions
might reduce your benefits: the windfall
elimination provision (WEP) and the
government pension offset (GPO).

The WEP affects how a worker's Social
Security benefit is calculated. If you're subject
to the WEP, your benefit is calculated using a
modified formula, possibly resulting in a benefit
reduction. The amount of the reduction
depends on the year you turn 62 and the
number of years in which you had substantial
earnings and paid into Social Security (no
reduction applies to those with 30 years or
more of substantial earnings). The reduction
cannot be more than one-half of your pension
from noncovered employment. Spousal and
dependent benefits may also be reduced, but
not survivor benefits.

The GPO may affect spousal or survivor
benefits if the spouse or survivor earned a

government pension from noncovered
employment. In this case, the GPO may reduce
Social Security benefits by up to two-thirds of
the amount of the pension.

For example, if you receive a $900 monthly
government pension and are eligible for a
$1,000 monthly Social Security spousal benefit,
you would receive only $400 per month from
Social Security [$1,000 minus $600 (2/3 times
$900) equals $400]. You would still receive
your $900 pension, so your combined benefit
would be $1,300.

Not all government employees are subject to
these provisions. For example, federal
employees under the Federal Employees
Retirement System are exempt because they
pay Social Security taxes on earnings.
However, public-sector employees in some
states do not pay Social Security taxes, and
thus could be subject to the WEP. The GPO
affects pensions from noncovered federal,
state, or local government employment.

Rules and calculations for the WEP and the
GPO are complex. Visit the Social Security
website, ssa.gov, for more information.
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