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Financial Mistakes People Make at Different Ages

See disclaimer on final page

In this issue of Building Capital we hope to raise client
awareness of some Schwab technologies that may
improve your experience with FinArc Investments.

You can use your Schwab Mobile app to deposit checks
securely and easily from a mobile device. Rest assured
that FinArc will continue providing deposit envelopes to
clients who prefer mailing their deposits to Schwab.

Also, certain Schwab forms can be signed electronically.
This avoids the need to access a fax machine or send
physical mail. Our client service team will offer this
option to you when relevant.

Clients with a Schwab Investor Checking account have
access to free online bill payments and reimbursements
for any ATM fees when using your Schwab debit card.

You can access your accounts through a web browser at
www.finarc.com/account-access and through the
Schwab Mobile app found in your mobile device's "app
store". You choose the approach that suits you best.

If this quarter's article on chip-card technology appeals
to you for your Schwab Investor Checking account, you
can call Schwab Alliance at 800-515-2157 to order a
card with this feature. Your Schwab Alliance team can
also help with technical questions about online access

       
      

There's a saying that with age
comes wisdom, but this may
not always be true in the
financial world. As people
move through different life
stages, there are new
opportunities--and potential

pitfalls--around every corner.
In your 20s
Living beyond your means. It's tempting to want
all the latest and greatest in gadgets,
entertainment, and travel, but if you can't pay
for most of your wants up front, then you need
to rein in your lifestyle. If you take on too much
debt--or don't work diligently to start paying off
the debt you have--it can hold you back
financially for a long, long time.
Not saving for retirement. You've got plenty of
time, so what's the rush? Well why not harness
that time to work for you. Start saving a portion
of your annual pay now and your 67-year-old
self will thank you.
Not being financially literate. Many students
graduate from high school or college without
knowing the basics of money management.
Learn as much as you can about saving,
budgeting, and investing now so you can
benefit from it for the rest of your life.

In your 30s
Being house poor. Whether you're buying your
first home or trading up, don't buy a house that
you can't afford, even if the bank says you can.
Build in some wiggle room for a possible dip in
household income that could result from
switching jobs, going back to school, or leaving
the workforce to raise a family.
Not protecting yourself with life and disability
insurance. Life is unpredictable. What would
happen if one day you were unable to work and
earn a paycheck? Let go of the
"it-won't-happen-to-me" attitude. Though the
cost and availability of life insurance depend on
several factors including your health, the
younger you are when you buy insurance, the
lower your premiums will likely be.
Not saving for retirement. Okay, maybe your

20s passed you by in a bit of a blur and
retirement wasn't even on your radar screen.
But now that you're in your 30s, it's critical to
start saving for retirement. Wait much longer,
and it can be hard to catch up. Start now, and
you still have 30 years or more to save.
In your 40s
Trying to keep up with the Joneses.
Appearances can be deceptive. The nice
homes, cars, vacations, and "stuff" that others
have might make you wonder whether you
should be buying these things, too. But behind
the scenes, your neighbors could be taking on
a lot of debt. Take pride in your savings
account instead.
Funding college over retirement. In your 40s,
saving for your children's college costs over
your own retirement is a mistake. If you have
limited funds, set aside a portion for college but
earmark the majority for retirement. Then sit
down with your teenager and have a frank
discussion about academic options that won't
break the bank--for either of you.
Not having a will or an advance medical
directive. No one likes to think about death or
catastrophic injury, but these documents can
help your loved ones immensely if something
unexpected should happen to you.

In your 50s and 60s
Co-signing loans for adult children. Co-signing
means you're on the hook--completely--if your
child can't pay, a situation you don't want to find
yourself in as you're getting ready to retire.
Raiding your home equity or retirement funds. It
goes without saying that doing so will prolong
your debt and/or reduce your nest egg.
Not quantifying your retirement income. As you
approach retirement, you should know how
much you can expect from Social Security (at
age 62, at your full retirement age, and at age
70), pension income, and your personal
retirement savings.
Not understanding health-care costs in
retirement. Before you turn age 65, review what
Medicare does and doesn't cover, and how gap
insurance policies fit into the picture.
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Why Businesses Need a Disaster Preparedness Program
According to the Insurance Information
Institute, 119 natural disasters occurred in the
United States in 2014, totaling $25 billion in
losses. But natural disasters represent just a
portion of the crises that your business could
face. Although you may not be located in an
area prone to hurricanes, blizzards, tornadoes,
floods, earthquakes, mudslides, and wildfires,
you still need to consider the potential for power
outages, civil unrest, terrorism (including
cyberterrorism), fire, data breaches, and illness
epidemics. What risks and hazards might your
business face?
Approximately 40% to 60% of small businesses
never recover from a disaster, reports
preparemybusiness.org, a website created by
the Small Business Administration (SBA) and
Agility Recovery, an organization that helps
businesses prepare for disasters and manage
emergencies when they strike. For this reason,
it is in the best interest of every business to
identify potential risks and develop a plan to
address them--before a crisis hits. Fortunately,
many resources are available to assist
business owners in developing a disaster
preparedness program.
Where to start
Following are five steps that will help you create
a disaster preparedness program, as outlined
by ready.gov, a national public service
campaign designed to educate Americans
about preparing for and responding to natural
and man-made disasters.
Step 1: Program Management. Although there
are often minimum regulations that govern how
certain businesses manage risk, as a business
owner you will need to determine whether the
minimums are enough. As ready.gov states,
"Many risks cannot be insured, so a
preparedness program may be the only means
of managing those risks." Management
commitment to a preparedness program, as
well as a written preparedness policy and
oversight committee, may be critical to ensuring
your business's longevity.
Step 2: Planning. This step should include the
creation of a "risk assessment" that identifies all
potential risks and hazards for your business,
with ideas for mitigating their impacts. It should
highlight threats and hazards that are
considered "probable," as well as any that could
cause injury, property damage, business
disruption, or environmental impact. Another
critical document is the "business impact
analysis," which details sensitive or critical
processes, as well as the financial and
operational impacts that would occur due to
disruption of those processes.

Step 3: Implementation. In this step,
committee members identify and assess
resources, draft written plans, develop a system
to manage incidents, and train employees as
needed. Several key documents contribute to
successful program implementation, including
crisis communications, emergency response,
and business continuity plans.
Step 4: Testing & Exercises. In order to
evaluate the program's effectiveness, including
the success of employee training, management
should run tests and drills to see what works
and note opportunities for improvement.
Step 5: Program Improvement. During testing
or an actual incident, weaknesses in the
program are likely to be revealed. They should
be documented, along with lessons learned and
strategies for addressing such problems in the
future.
Other resources
The Small Business Adminstration (sba.gov)
offers a number of resources designed to help
small businesses shore up their emergency
preparedness, including links to templates and
worksheets that will help you gather the data
you need to put together the various written
documents. At this website, you can also find
links to information about the SBA's own
"Disaster Preparedness and Recovery Plan,"
which provides details on assistance the SBA
offers after a disaster strikes.
American Red Cross Ready Rating™
(readyrating.org) is a self-guided online
program designed to help member businesses,
organizations, and schools assess their level of
emergency preparedness. The core of the
program is a 123-point self-assessment that is
used to gauge one's level of preparedness.
Members also have access to a variety of
online tools and resources to help create and
refine a disaster preparedness plan.
At preparemybusiness.org, the site mentioned
above, business owners will find downloadable
educational information, an archive of helpful
webinars, and links to many of the other
resources mentioned here.
Finally, the Insurance Institute for Business &
Home Safety (disastersafety.org) offers a
variety of resources, including research reports
and an online tool that allows you to enter your
Zip code and receive information about specific
risks in your area.

Do you and your employees
know what to do following a
disaster to minimize
business disruption? When
it comes to disaster
planning, ensuring you have
proper insurance coverage
may be just the beginning.
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10 Financial Terms Everyone Should Know
Understanding financial matters can be difficult
if you don't understand the jargon. Becoming
familiar with these 10 financial terms may help
make things clearer.

1. Time value of money
The time value of money is the concept that
money on hand today is worth more than the
same amount of money in the future, because
the money you have today could be invested to
earn interest and increase in value.
Why is it important? Understanding that money
today is worth more than the same amount in
the future can help you evaluate investments
that offer different potential rates of return.
2. Inflation
Inflation reflects any overall upward movement
in the price of consumer goods and services
and is usually associated with the loss of
purchasing power over time.
Why is it important? Because inflation generally
pushes the cost of goods and services higher,
any estimate of how much you'll need in the
future--for example, how much you'll need to
save for retirement--should take into account
the potential impact of inflation.
3. Volatility
Volatility is a measure of the rate at which the
price of a security moves up and down. If the
price of a security historically changes rapidly
over a short period of time, its volatility is high.
Conversely, if the price rarely changes, its
volatility is low.
Why is it important? Understanding volatility
can help you evaluate whether a particular
investment is suited to your investing style and
risk tolerance.
4. Asset allocation
Asset allocation means spreading investments
over a variety of asset categories, such as
equities, cash, bonds, etc.
Why is it important? How you allocate your
assets depends on a number of factors,
including your risk tolerance and your desired
return. Diversifying your investments among a
variety of asset classes can help you manage
volatility and investment risk. Asset allocation
and diversification do not guarantee a profit or
protect against investment loss.

5. Net worth
Net worth is what your total holdings are worth
after subtracting all of your financial obligations.
Why is it important? Your net worth may fund
most of your retirement years. So the faster and
higher your net worth grows, the more it may

help you in retirement. For retirees, a typical
goal is to preserve net worth to last through the
retirement years.
6. Five C's of credit
These are character, capacity, capital,
collateral, and conditions. They're the primary
elements lenders evaluate to determine
whether to make you a loan.
Why is it important? With a better
understanding of how your banker is going to
view and assess your creditworthiness, you will
be better prepared to qualify for the loan you
want and obtain a better interest rate.

7. Sustainable withdrawal rate
Sustainable withdrawal rate is the maximum
percentage that you can withdraw from an
investment portfolio each year to provide
income that will last, with reasonable certainty,
as long as you need it.
Why is it important? Your retirement lifestyle
will depend not only on your assets and
investment choices, but also on how quickly
you draw down your retirement portfolio.

8. Tax deferral
Tax deferral refers to the opportunity to defer
current taxes until sometime in the future.
Why is it important? Contributions and any
earnings produced in tax-deferred vehicles like
401(k)s and IRAs are not taxed until withdrawn.
This allows those earnings to compound,
further adding to potential investment growth.
9. Risk/return trade-off
This concept holds that you must be willing to
accept greater risk in order to achieve a higher
potential return.
Why is it important? When considering your
investments, the goal is to get the greatest
return for the level of risk you're willing to take,
or to minimize the risk involved in trying for a
given return. All investing involves risk,
including the loss of principal, and there can be
no assurance that any investing strategy will be
successful.
10. The Fed
The Federal Reserve, or "the Fed" as it's
commonly called for short, is the central bank of
the United States.
Why is it important? The Fed has three main
objectives: maximum employment, stable
prices, and moderate long-term interest rates.
The Fed sets U.S. monetary policy to further
these objectives, and over the years its duties
have expanded to include maintaining the
stability of the entire U.S. financial system.
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Do I have to pay an additional tax on investment
income?
You might, depending on a
few important factors.
A 3.8% net investment income
tax is imposed on the

unearned income of high-income individuals.
The tax is applied to an amount equal to the
lesser of:
• Your net investment income
• The amount of your modified adjusted gross

income (basically, your adjusted gross
income increased by an amount associated
with any foreign earned income exclusion)
that exceeds $200,000 ($250,000 if married
filing a joint federal income tax return, and
$125,000 if married filing a separate return)

So if you're single and have a MAGI of
$250,000, consisting of $150,000 in earned
income and $100,000 in net investment
income, the 3.8% tax will only apply to $50,000
of your investment income.
The 3.8% tax also applies to estates and trusts.
The tax is imposed on the lesser of
undistributed net investment income or the
excess of MAGI that exceeds the top income
tax bracket threshold for estates and trusts

($12,150 in 2014). This relatively low tax
threshold potentially could affect estates and
trusts with undistributed income. Consult a tax
professional.
What is net investment income?
Net investment income generally includes all
net income (income less any allowable
associated deductions) from interest, dividends,
capital gains, annuities, royalties, and rents. It
also includes income from any business that's
considered a passive activity, or any business
that trades financial instruments or
commodities.
Net investment income does not include
interest on tax-exempt bonds, or any gain from
the sale of a principal residence that is
excluded from income. Distributions you take
from a qualified retirement plan, IRA, 457(b)
deferred compensation plan, or 403(b)
retirement plan are also not included in the
definition of net investment income.

What is this new chip-card technology I've been hearing
about in the news?
In recent years, data breaches
at major retailers have
increased across the United
States. As a way to counteract

these data breaches, many U.S. credit-card
companies have started implementing a more
secure chip-card technology called EMV (which
is short for Europay, Mastercard, and Visa).
Currently, most retailers use the magnetic strips
on the back of your debit or credit card to
access your account information. Unfortunately,
the information contained in the magnetic strips
is easily accessed by hackers. In addition, the
magnetic strips use the same account
information for every transaction. So once your
card information is stolen, it can be used over
and over again.
With the new EMV technology, debit cards and
credit cards are embedded with a computer
chip that generates a unique authentication
code for each transaction. So if your card
information is ever hacked, it can't be used
again--it's a "one-and-done" scenario.
While many developed nations moved to EMV
technology years ago, U.S. retailers have
previously been unwilling to shoulder the costs.

Fortunately, there is good news for U.S.
consumers on the horizon.
Beginning in 2015, many large retailers will
switch to the new EMV technology by installing
payment terminals designed to read the new
chip-embedded payment cards. It may take
additional time, however, for smaller retailers to
adopt this latest technology.
Along with EMV, even more advanced
encryption technology is being developed that
will increase security for online transactions and
payments made with smartphones. In fact, new
mobile payment options like Apple Pay and
Google Wallet could eventually make paying
with plastic entirely obsolete.
In the meantime, in the wake of these data
breaches, you should make it a priority to
periodically review your credit-card and bank
account activity for suspicious charges. If you
typically wait for your monthly statements to
arrive in the mail, consider signing up for online
access to your accounts--that way you can
monitor your accounts as often as needed.
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