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We are financially illiterate

Until late 2008, the national savings rate for

Americans was at its lowest point since the Great
Depression

Even today, we are only at about 5%ell below
the recommended 10%

One In six families with credit cards pay only the
minimum due every month

(Source: Experian national score index study, February 2007)
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OSCPA works in conjunction with the AICPA on tf
360 Degrees of Financial Literacy prajeptoviding
financial literacy at every stage of life

OSCPA member volunteers focus on teaching
financial literacy to high school and college age
a0dzRSyida o0STF2NB (KSé K.
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Debt & budgeting
Credit scores

401(k) plans & saving
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Start-up costs
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Furniture

Professional Clothing
Deposit & move-in fees
Down payment on car
Food

TOTAL

X

$1,000
1,000
1,500
2,400
536

$6,436
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Credit cards—1st scenario

Charge those start up costs = $6,436

Average credit card debt for seniors = $2,864
Add those start up costs to existing debt = $9,300
13% Annual Percentage Rate

(Source: Average interest rate is 13.4%, ABC News 2 January 2006)

Pay the minimum payment (approx. $186 per
month first month)
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Crednt Card Minimums
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Typically, minimum payments are calculated as a
percentage of the balance owed

Our example assumes the minimum payment is 2
of the balance, or $10, whichever is higher

Given that informatiom how long do you think it
takes to pay off the $9,300 balance?
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After 1 year paying minimum

balance
. NES—

$10,000 $9,300

$9,000
$8,000
$7,000
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000 $973

%0 | B

Balance Paid off

*Approximate, based on paying 13%, 2% minimum or $10/month, whichever is higher
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After 3 years...

$10,000
$9,000
$8,000
$7,000
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000

$0

$9,300
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Balance

$2,625

Paid off
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Aiter 32 and a hal years

At this rate it would take 32.5 years to pay off your
ONBRAUO OFNR oFftlyOS oI
anything else)

If you are 22 now, you would be over 54 years old
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_2: Credit cards—how about this...?

Pay extra each month, not just the minimum
balance

. Add $50 to that payment and keep it consistent

Vd

¢c2aFf LI eYSyad 2y OGKIFO |
Savings of $7,729 & paid off in 4 years 4 months
Instead of over 32 years
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s What’s a credit score and why

does 1t matter"

Creditscores d ONBSRA UG G2 NI KA Y Sa
represents the likelihood that the person will pay
the debt in a timely manner

Lenders use this score to mitigate risk and
determine terms of loan

Many organizations use it (cell phone providers,
utilities, auto insurance, employers, etc.)
Different ways to calc, but generally the same

¢ FIC@ used by mortgage lenders
e 9 1] dzA T I E @A .y Bighyds Ex@erian
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Ranges from 300 to 900

¢ 35% based on payment history

¢ 30% based on outstanding debt
. How much is on car/home?

. How much on credit cards?

. DeDbt balance to available credit

) . ) = History Outstanding Debt
. DeDbt in relation to income Length m Queries
Maxed out cards? Type

Mp: 2y €SYy3aaK 2F GAYS eé2d
10% on number of inquiries on your report

, FICO counts only within the last 12 months
10% on type of credit you have
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How does nt attect the rates*?

- —
FICO® APR Monthly Total Interest
score pmt. Paid
760-850 4.689% $1,554 $259,415
700-759 4.912% $1,594 $273,973
680-699 5.089% $1,627 $285,656
660-679 5.304% $1,667 $299,997
640-659 5.735% $1,748 $329,230
620-639 6.282% $1,853 $367,224

Source: www.myfico.com

*30 Year fixed mortgage, $300K loan
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3 . .
- What'’s in a credit report?
of ™z PP Bocs S v \‘v e

*' 2 Kl 6Q&a Ay I ONBRAG NBLJ
¢ Personal identifying info SSN, DOB, addresses, names
¢l AAU2NER 2F K2g &2dzQ0S LI A
¢ How much open credit you have
¢ Employment history
¢ Public records (tax liens, court judgments, bankruptcies
¢ Dispute statements
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Estabhshmg credit, it you don’t
already have it

N——
Get utilities in your . Secured credit cards
name . Sources Banks, dept.
Consistent store, auto/tire (verify
residence/rental history that they report to

Use credit only when credit bureaus)

you need it . Use it carefully

Keep balances low Make payments on time

52y QG YIE 2dzu ONB RA
cards
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How can Ii improve my score?
” ‘.“s-.w%'i*'ft“f 3% \4 i

Pay your bills on time!
Review each credit report & correct errors
Keep old accounts open
/] £f2a4S | OO2dzyia e2dz R2y QI
Reduce balances on cards to <75% of available credit
(25% Is preferable)
Limit inquiries
52y QU 2LISY ySg | O02dzyua
credit
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" Resources
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1-8885-ht ¢h'!' ¢ G2 fAYAU- daz
approved credit cards and auto Ins)
www.ftc.gov/bcp/edu/pubs/consumer/credit/cre21

shtnt Federal Trade Commission sample dispute
letter and steps for credit disputes

www.annualcreditreport.com Free annual copy of
report from each agency



http://www.ftc.gov/bcp/edu/pubs/consumer/credit/cre21.shtm
http://www.ftc.gov/bcp/edu/pubs/consumer/credit/cre21.shtm
http://www.annualcreditreport.com/
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'2} Now that we’re not charging those start up
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Furniture $300
¥ Professional
Clothing >00
Depos.lt & 500
move-in fees
Down
payment on 0
car
Food 300
$1,600

costs, how do
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we cut back?
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Buy furniture at thrift store

Ask for used furniture from
relatives

Buy clothing from resale
stores

Consider public
transportation, biking,
walking

Live at home for a while
(GASPY!)

Or, get roommates
Savings of $4,836!
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Pretax cash
FederalTaxc 15%
Oregon Tax 9%
FICA; 7.65%

$3,000
(350)
(212)
(230)

After-tax cash income

$2,208
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$3,000

$2,208

Before taxes

After taxes
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But what about taxes with a
401 (k)"
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Monthly pretax salary

401(k) contribution

Pretax cash

Taxes (15% Fed, 9% Oregon, 7.65% FI(

$3,000
(150)
2,850
(740)

After-tax cash income
After-tax real income

Annual tax savings

$2,110
$2,260
$570
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| Total Wealth

Without
401(k)

contribution:

$2,208

. w & NIASERY & TN AN A

With 401 (k)
contribution:
$2.250
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Rent

Telephone/cell
Health insurance
Car payment

Car insurance

Credit card payment
School loan payment
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($700)
(55)
(65)
(479)

(90)
(236)
(219)

$(1,844)
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Monthly income after fixed
expenses (no 401(k) contrnbutnon) _

\4 |
$3,000
$2,208
I -
Before Taxes After Taxes After Fixed

Expenses
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5 And now you have to pay off your °
student loans

Assume you have loans of $19,000
6.8% Interest rate
Minimum payment Interest only




= SRR SV Y. 6. & WM SASREY &

Startmg balance
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$20.000 $19,000

$18,000 -
$16,000 -

$14,000 -

$12,000 -
$10,000 -

$8,000 -
$6,000 -

$4,000 -

$2,000 -
$O T T

original balance
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$20,000
$18,000
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000

$0

VRN e X, G-
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$19,000

& 2T AENEY

$19,000

ter 1 year paying interest only

i

original balance

one year later
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Student loans

7 e
2 KI 0 AF @& 2dzX
Pay extra each month

Increase payments as income increases
¢ $100 in year 2

¢ $200 in year 3

c 900X

Or, Add $50 to the minimum payment
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=& $20,000
&  $18,000
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000

%4,000 .
2,000
$0 [ ]




