D O-IT -YOURSELF |

REMODEL YOUR FINANCIAL FUTURE

with
Wider Opportunities for Women (WOW) and the
Womends I nstitute for a Secure
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ABOUT THIS PROGRAM

Sponsored by Wi sconsi n Womer

Nonprofit coalition focused on advancing the status of
women and girls in Wisconsin

No hidden agendas.
Education and action are our only goals.

5

©2009 WISER



AGENDA

o The Design phase
Saving
Cost of economic security
401(k) type plans and IRAs
Investing

o The Construction phase
Long-term care insurance
Other types of insurance

°  The Maintenance phase
Social Security basics
Immediate annuities

Cost of economic security
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@ Desicn PHASE

‘ Saving

o 401(k)s and IRAs
@ Investing




) SAVING
.




L OOK AT CURRENT SPENDING

Understand how you are spending
your money now

- Use WI SEROs budget w

> Track how you spend your money, in
addition to regular bills
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L. OOK AT WHAT & COMING IN

o

Paycheck

o

Income from alimony or child support

o

Investment income

o

Other sources
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COMPARE INCOME TO EXPENSES

Monthly income

Monthly expenses

Money you can save
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WHAT IF NOTHING IS LEFT?

Look for ways to trim expenses
Do you buy coffee everyday?
Do you eat out a lot?
Do you clip coupons?
Do you smoke?
Do you have a lot of magazine subscriptions?

Reduce credit card debt

Consider a second job
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STEPS TO BEGIN SAVING

Pay off your credit cards and loans
Mortgage acceleration for homeowners

Participate in a retirement plan (401(k), etc.)
Set up automatic transfers to savings account

Live beneath your means

Save any amount you can, even if it seems small

Start With An
Emergency Fund!
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A LITTLE GOES A LONG WAY

o Commit to saving a certain amount each month

Current Amount Saved: $100

Monthly addition: $50

Years to grow: 30

Interest Rate: 3%*

Compound Interest: 12 times per year
Future Value: $29,455

o Set goals! Make a plan and put it into action

*3% interest rate example of FDIC insured, guaranteed online savings account rate with no market risk @
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MONEY TRAPS

° ONSF, 0 bounced
Can set you back $40 or more

o Late phone or utilities payments can cost $15 -$20
extra

| f you candt make payments on
why
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MONEY TRAP: THE REAL COST OF CREDIT

o $10,700 balance*

> Only make minimum monthly
payment (2%)

o |nterest rate: 16%
> No more is added to the card

o Debt-free in 35 years !
o Jtwill cost $18,900 in interest!

*avg. credit card debt for families with one card
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REDUCE [@4=1=]iey\=DI=2])

V- Organize your<credit
payments

VRayieff the highgestirate
cargds first

vV 2 cards maxy

UNnECEsse uy items
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MONEY TRAPS

Spending your tax refund
Think about putting some in a savings account
Try the split refund option on your tax form

g ms Direct Deposit of Refund

B Gee SV o

S » Anach %0 Form 1040, Form 10404, Fo
e T
.-b-:vl':':n Form 1040 S5,

P e
r. Amount 16 Da Seposted first account
1]

Foutng nurmter gﬁ.:‘:, g L]
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Amourt 15 be deposted in Recond account
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REVIEW

Review spending and income

Save what you can (start with an emergency fund)
401(k) at work? Sign up
Automate savings

Avoid money traps that keep you broke
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|NTRODUCING THE CONCEPTS:

> Income Adequacy

o Self-Sufficiency

> Economic Security

A VEHICLE FOR ECONOMIC
& SOCIAL JUSTICE
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PROMOTING YOUR ECONOMIC SECURITY

o Family Economic Self  -Sufficiency Project
- Family Economic Self -Sufficiency Standard

cEl der Economic Security
- El der Economic Security

&
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SELF -SUFFICIENCY STANDARD

Provides a bare bones monthly budget for families
based on family size and geographic location

Includes average costs for housing, health care (with
employer sponsored insurance), transportation, child
care, food and limited miscellaneous essentials, like

toiletries and clothing

Offers a snapshot of what it takes at a minimum to
make ends meet in a given county



SELF -SUFFICIENCY STANDARD

The Self Sufficiency Standard for
Milwaukee County, WI, 2009

Adult + 2 Adults +
Adult + preschooler preschooler
Adult infant schoolage schoolage
Hourly $7.92 $18.07 $22.19 $12.56
Monthly $1,395 $3,180 $3,905 $4,421

Annual $16,734 $38,157 $46,862 $53,056
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REVIEW

The Self-Sufficiency Standard can be a useful tool

for thinking about how much money you need to
make ends meet

It provides a framework to help you think
through your budget and to inform savings plans.
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) 401(K)S AND |RAS
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401(K)-TYPE PLANS

Retirement savings plans at
work

You decide:
Whether to join the plan
How much to contribute
How to invest

No guarantees

You can contribute up to
$16,500 for 2009

Plus $5,500 if age 50 or older

457 DEFERRED
» L P -~ - .‘h
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THE MATCH

c0OFree moneybo
Employer may contribute a portion of what you

contribute
- Example: 50 cents on the dollar, up to 6% of pay
The match I s yours |f

- Generally 3 years

$30,000 annual salary

$1,800 your annual contribution (6%; $150/month

$ 900 employer annual match (.50 up to 6% of pay)

$2,700 total annual contribution

you OVe:
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INVESTING THROUGH 401(K) PLANS

o Typically offer mutual funds

Pooled investments where you and many others
l nvest in a Obucket o

Made up of shares (stock) of many companies or
bonds (debt of companies or governments)

° (To be continued. . .)

©2009 WISER




MORE ON 401(K)-TYPE PLANS

Lots of benef.| ébut | ook out

> Pretax (reduces your o Beware company stock
taxable income) > Loans are a bad move

» Selectirom a range of o Excessive investment fees
investments

o Rollover to avoid tax hit
o Can take a loan

o Hardship withdrawal for
certain reasons
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INDIVIDUAL RETIREMENT PRODUCTS

> Roth IRASs

o Traditional IRAS
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ROTH IRA

After -tax individual retirement account
Income-based eligibility

Open one through your bank or other financial institution

Make sure your investment options include mutual
funds

Contribute after -tax dollars, but pay no tax on gains when
withdraw at retirement

In 2009, you can contribute up to $5,000 annually
$6,000 if you are over 50
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TRADITIONAL [RA

You contribute before -tax money, and pay taxes when you
take the money out

Same contribution limits as a Roth IRA, but no income
limits

Tax penalty if you take money out before age 59%-

Studies show a Roth IRA is typically the better bet if you
qualify
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REVIEW

401(k) type plans at work

Important benefit 0 sign up, take advantage of
the match

When you leave, rollover

Roth IRA is typically better than traditional
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THREE MUST-KNOWS

1. How long you have before you need the money

2. How much you will need (and for how long)

3. How much risk you can take
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#1. HOW LONG UNTIL YOU NEED THE
MONEY ?
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YOUR TIME HORIZON

Less than 3 years

MEDIUM 3 to 10 years

More than 10 years
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SHORT TIME HORIZON

> Focus on safety and liquidity

> Investments you can easily sell with little/no loss

In value

> Treasury bills, insured bank products like CDs, money
market accounts
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MEDIUM TIME HORIZON

> Look for modest growth with minimized risk
> Mix of stocks, bonds, CDs or Treasury bills

> As goal grows near, move money out of stocks
and into liguid investments
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L ONG TIME HORIZON

> You can afford to take more risk

> General rule is to subtract your age from 100 and
put into stocks

- A 40-year old could put 60% in stocks
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#2. HOW MUCH WILL YOU NEED ?
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