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Presenter
Presentation Notes
Good morning/afternoon. My name is [name] and I’m from [Merrill Lynch or LOB], [the service provider for your company’s retirement plan].Thank you for joining me today for a discussion about financial skills you can put to use in your daily life to help you pursue the goals that are important to you.
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Presenter
Presentation Notes
Before we begin, please note this important information.
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Financial concerns of millennials

Source: Bank of America Merrill Lynch, “2017 Workplace Benefits Report”. Accessed January 30, 2018.

Saving for 
retirement

Paying down 
debt

Good general
savings habits

Presenter
Presentation Notes
Let’s take a quick look at some general concerns of Millennials — the biggest financial concerns for Millennials are saving for retirement, general savings habits and paying down debt.Do any of these concerns sound familiar to you? Well, today, we’re going to take a closer look at these areas and offer some steps you can take — and skills you can build — to help you address your concerns.
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The average cost of…

$83,400

$245,300
$278,300

$738,400

College Child Retirement Home

Source: Age Wave/Merrill Lynch, “Finances in Retirement: New Challenges, New Solutions,” 2017.  Accessed January 30, 2018.

Presenter
Presentation Notes
You probably have some general ideas about what you want to accomplish now and in the next few years. Maybe your goals include paying for a college education, starting a family, buying your first home, or preparing for retirement. Each of these carry a pretty hefty price tag, as you can see. For example, the average cost of college in the United States is 83,400. When you consider saving for your other priorities, too, these costs can really add up. You may be wondering how you can make progress toward these goals and still live your life.



Managing your finances is key to 
helping you pursue your goals
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Presenter
Presentation Notes
You probably have some general ideas about what you want to accomplish now and in the next few years. Your goals might include paying off your student loans, advancing in your career, getting married and starting a family, saving up to travel or buying your first home.As your personal circumstances change, it’s likely that your goals will change, too.Managing your finances on a day‐to‐day basis is the key to being able to pursue your goals.It’s the common thread that connects your priorities in life and helps you move toward the things you value most.Being aware of some financial fundamentals and using them in managing your finances can go a long way in helping you reach your goals. We call them “financial fundamentals” because of the positive impact they may have in your life.



• Managing day-to-day expenses

• Building an emergency fund

• Establishing good credit

• Managing student loan debt

• Saving for your future goals

Key financial fundamentals
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Presenter
Presentation Notes
While we can’t help you with advancing in your career, getting married or starting a family, we can take a closer look at the key financial fundamentals that may help you reach your other goals.We’ll review a basic tool that can help you [click] manage your day-to-day expenses and [click] build up an emergency fund and [click] establish good credit. We’ll also review a topic that may be a concern to many of you — [click] managing student loan debt. We’ll also talk about [click] saving for the future, whether it’s for major purchases like a house or funding your retirement, and some simple things you can try that may help you change your spending habits a little with a goal of putting a little more cash in your pocket. We’ll have time at the end for any questions, but please feel free to ask questions along the way, too. Now, let’s get started!



Financial fundamental
Managing day-to-day expenses

Presenter
Presentation Notes
Managing your day‐to‐day expenses is the first step to pursuing your longer‐term goals. To paraphrase a famous quote, accumulating wealth isn’t about how much money you make,  but how much money you save and how much you spend. And you have to know how much you’re making and where you’re spending it before you can really take control of it and put it to work for you.



What are your goals?
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Budget worksheet

Short term
(1-2 years)

• Set up an    
emergency  
fund

• Buy a car

• Travel

Medium term
(3-7 years)

• Pay off student   
loans

• Pay for your 
wedding

Long term
(7-10+ years)

• Buy a house

• Save for your 
children’s 
college 
expenses

Presenter
Presentation Notes
But first, let’s take a closer look at those goals we mentioned a minute ago. What do you want to accomplish in the next year or two, and a little further into the future? To better articulate your goals, it may be helpful to think of them in categories.  [click] Short-term goals are those goals you want to reach in one or two years. These may include things like setting up an emergency fund, buying a new car, or saving up to take that vacation you’ve been dreaming about.  [click] Medium-term goals, or goals that fall into the 3- to 7- year range, may include paying off your student loans or saving up enough to pay for a wedding and honeymoon. [click] Long-term goals—which might take 7 to 10 or even more years to reach—may include saving for a down payment on a house or creating a fund to pay for your children’s college education. And you might also be dreaming of taking an early retirement and accumulating enough money to do so. By thinking about your goals in this way, you aren’t necessarily prioritizing them, but are building a framework [click] to help you decide what steps you need to take and where to direct your efforts. And it’s likely that you may work on several of these goals simultaneously—for example, building an emergency fund while also paying down your student loans. Goal planning is also important to do with your spouse or partner, if you have one. Write down your goals and discuss them, creating a list that you can focus your efforts on together.  Now that you’ve decided on your goals, the next step is to use them as the basis for your financial decisions moving forward. �Let’s see how they can help you.



Step-by-step plan that can help you:

• Pursue your goals

• Manage day-to-day expenses

• Build new spending/saving habits

• Figure out if you can afford a large purchase

• Identify areas to spend more or less on

Why create a budget?
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More helpful information and tools:
Articles on bankofamerica.com/financialwellness

Presenter
Presentation Notes
Now that you’ve thought about your goals, you’ll need a tool to help you pursue them. A budget can help you do that AND manage your day‐to‐day expenses.You might be thinking, “I’ve heard this before, but what’s the big deal about having abudget? How can it help me?”Think of a budget as a step‐by‐step plan for directing your money and telling it where to go.  In addition to helping you pursue your goals and manage your day‐to‐day expenses, it can help you build new spending and saving habits. A budget can also help you figure out if you can afford a large purchase if you’ve incorporated those items into your budget— no more guessing!And, a budget may also help you identify areas where you want to cut back on yourspending or some areas that you’d like to re‐direct your money to—for example, putting a little extra toward paying off a debt.For more helpful information about budgeting, check out bankofamerica.com/bankatwork.com.



Income
• Regular paychecks (yours and 

significant other’s)

• Other possible income sources

• Frequency of income

Expenses
• Save all receipts

• Review monthly checking account 
and credit card statements

• Use an app, Internet site or 
computer spreadsheet

• Track everything you spend

Budgeting, step 1:
Identify your income and expenses
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Presenter
Presentation Notes
[Presenter distribute budget worksheet if available]Okay, so how do we go about creating a budget? [I’ve handed out a worksheet that you can refer toas we go along, and you can also use this to set up your own budget when you’re ready.]The first step is to identify your income and your expenses. [click] For income, take intoconsideration your regular paychecks—both yours and your spouse’s, partner’s or significantother’s, if you have one. Also include other possible income sources, such as any dividends orinterest you might receive, or income from freelancing or self‐employment. Make a note of howoften you receive your income—weekly, bi‐weekly, monthly or annually.Next, look at your expenses. [click] You probably have a general idea of how much you spend eachmonth. But, do you know the amount down to the penny? And can you name everything you spentit on? Few of us do or can—but that’s something a budget can help with.For at least one month, keep track of EVERYTHING you spend money on, from the larger items likerent and car payments to the smallest things, like the $4 latte you grab on the way to work. Everypurchase counts.You can track your expenses in a variety of ways, so pick a method that works for you. You mightdecide to save all of your receipts if you use cash regularly, or use your monthly checking accountand debit or credit card statements. Or maybe you’d prefer to use a spreadsheet on your computer,an Internet site online or an app for your phone or tablet. Or, maybe you’d just like to carry anotebook and write down everything you spend. The important thing is to pick a method that worksfor you, one that you’ll stick with for a month.



Budgeting, step 2: 
Compare your income and expenses
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Monthly expenses*

Rent (1/2 of total since 
apartment is shared with a 
roommate)

$800

Car payment & car insurance $450

Food & personal care items $400

Utilities (cell phone, Internet, 
electricity)

$350

Student loan payments $200

Extras: Dining out, 
entertainment, clothing, gifts 
& miscellaneous

$400

Total expenses $2,600

Monthly net income*

Wages $3,005

Total income $3,005

Difference of +$405

*For illustrative purposes only

Presenter
Presentation Notes
At the end of the month, you’ll have a clear picture of how much you spend and what you spend it on. Add up your monthly expenses and group them into categories. For example, your electric, cell phone and Internet bill can all be grouped together as “Utilities.” Also consider whether it’s a fixed or flexible expense.Fixed expenses don’t change from month to month, such as your rent or car payment, while flexible expenses often change from month to month, such as food or clothing. Flexible expenses are sometimes called variable expenses. Expenses—both fixed and flexible—can also occur periodically—once or twice a year, quarterly, or seasonally.After you’ve added up your monthly expenses, you might find some areas you might want to cut back on or that you’re not spending on at all but would like to, like saving for one of your longer termgoals. After you’ve tweaked your expenses, compare them to your monthly income to seehow they match up. Were you right on target? Or did you find a gap between them?Let’s look at an example of monthly expenses for Craig, a single person with no children. He’searning a $40,000 salary at his full‐time job, and has kept track of his monthly expenses andtweaked them a bit to bring them in line with what he’d like to spend in certain categories. Craigwould like to pay more toward his student loan debt than he is right now, since one of his goals is topay it off in five years. And, he’d also like to build up an emergency fund, since he doesn’t have one.Let’s take a look at Craig’s current monthly expenses.[presenter, review left‐hand table on slide]Now, let’s compare Craig’s monthly income after taxes with his expenses. The good news is, there’sa positive difference of $405 that he wasn’t aware of. By setting up a budget he’s comfortablewith, Craig has found some extra money to put in an emergency fund and to pay extra toward hisstudent loan. He’s even thinking about enrolling in his company’s 401(k) plan to start movingtoward one of his long‐term goals. On the other hand, if Craig had found that he was spendingmore than he was earning, he could cut back on his spending in certain areas, or look for ways tobring in more income, or both.



Financial fundamental
Building an emergency fund

Presenter
Presentation Notes
Now let’s talk about another financial fundamental—building an emergency fund.



• Pay for extra expenses without derailing 
your spending plan
‣ Unexpected repairs or unplanned 

medical expenses
‣ Expenses that occur once or twice a year

• Avoid paying interest and fees charged 
when paying with a credit card

• Prevent future financial setbacks by creating 
a “cushion”
‣ Be patient
‣ Keep moving forward
‣ Small amounts add up over time

• Use your savings only when necessary 

Why create an emergency fund?
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Presenter
Presentation Notes
For many people, building an emergency fund is a goal they hope to accomplish in the short-term—within a year or two. Creating an emergency fund can help you in several ways. You can use it to pay for extra expenses without derailing your monthly budget, such as unexpected car repairs or unplanned medical expenses, or expenses that occur once or twice a year, such as insurance premiums.By paying for unexpected expenses with money from your emergency fund,  you may also avoid paying interest and fees that may be charged if you pay with a credit card.And, building up an emergency fund can help prevent future financial setbacks by creating a cushion that you can fall back on if you lose your job or become sick. It takes time to build up this fund, so be patient and focus on moving forward—even small amounts add up over time. Try to use your savings only when necessary—on one of those emergencies you’ve been preparing for.



Establish a regular savings plan
• Open a separate emergency account

• Start an automatic contribution plan to 
build up the fund

Decide on a goal
• Initially $500-1000 in case of emergency

• Longer-term, 3-6 months of regular living expenses 
if single with no children

• 6-9 months if married and/or have children

Pay yourself first
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Presenter
Presentation Notes
A good way to think about building your emergency fund is to “Pay yourself first.” In other words, set up a savings plan where you contribute a portion of your paycheck to a savings account to build an emergency fund before you pay your non-essential monthly living expenses. Many people establish a separate bank account just for this money so they aren’t tempted to use it for non-emergencies. An easy way to start building your emergency fund is to set up an automatic transfer of a specific amount—say $25 or $50—each paycheck. Other people round up each purchase to the nearest dollar and “pay” themselves the difference by putting the change into the account. Making it automatic can help; that way, you don’t have to think about putting the money aside each time—it’s already set up.For your emergency fund, decide on a goal. A good rule of thumb is that this fund should equal three to six months of living expenses if you’re single and don’t have children, or six to nine months if you’re married or have children. But, it may be easier to start with a smaller goal of $500 to $1000 to cover any immediate expenses in case of an emergency.Plan to start small and slowly increase the amount saved. This will give you a chance to adjust to putting money aside. You may be surprised to find you don’t miss it at all. It will also give you time to find other ways to reduce or rearrange your spending in other areas in order to put more in your emergency fund.



Financial fundamental
Establishing good credit

Presenter
Presentation Notes
Let’s take a look at another financial fundamental — establishing good credit. Good credit is important to building your financial future, and is often needed to secure financing to make major purchases, such as a car or house. And, nowadays many employers do a credit check on prospective employees, too. 



• Make all loan payments on time

• Don’t go over your credit limit

• Keep your balances low

• Don’t apply for a lot of credit cards

• Keep long-held credit accounts open

Establishing, maintaining 
and repairing your credit rating
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Having trouble making payments? 
Consider contacting your creditors 
or talking with a credit counselor.

Presenter
Presentation Notes
Having some debt may not be bad, but it depends on what kind of debt you have. Student loans are an example of good debt. They allow you to fund your education and pay back the amount you borrowed at a low interest rate, typically over a longer period of time than most loans. We’ll talk more about student loans a little later in this presentation. If you use credit cards responsibly and pay off your balance each month, this can help you build  good credit, too. But using your credit cards for things like food and clothing and not paying off the balance in full each month is an example of bad debt.To keep or build a good credit standing, or to repair a bad credit rating, you must pay ALL of your debts on time, without exception. Also, don’t go over the credit limit on your credit cards and whenever possible, keep your balances low, and try to pay them off each month. Don’t apply for a lot of credit cards in a short period of time, but do keep open credit accounts that you’ve had for a long time and have historically paid on time, as they positively influence your credit rating. If you’re having trouble making payments, consider contacting your creditors or talking with a credit counselor for assistance with getting back on track.



Financial fundamental
Managing student loan debt

Presenter
Presentation Notes
Next, let’s look more closely at managing student loan debt, a financial fundamental that’s very important if you’ve taken out substantial amounts to pay for your college education.



• Monthly payment amounts and payment period vary depending on the repayment plan

• Check with your loan servicer to discuss repayment plan options or to change your plan
‣ StudentAid.ed.gov

Student loan federal repayment plans
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Standard Graduated Extended

Income
contingent

Income
based

Pay as 
you go

Federal Student Aid, “Repayment Plans”, studentaid.ed.gov. Accessed January 30, 2018.

Merrill Lynch may include links to third party sites as a convenience. Merrill Lynch has not endorsed or approved the content on any links that are not 
owned or managed by Merrill Lynch, and does not monitor or maintain any of the site’s information. 

Presenter
Presentation Notes
When you’re paying back your student loans, there are six federal repayment plans you can choose from. You may have selected or been assigned a repayment plan when you first began to repay your student loan but you can actually change repayment plans at any time, for free. Check with your loan servicer to discuss repayment plan options or to change your repayment plan.Standard, graduated, and extended payment plans base your payments on a set time period. With a standard repayment plan, your monthly payments may be slightly higher than with other repayment plans, but you’ll pay off your loan in the shortest amount of time. The graduated plan starts with lower payments that increase every two years. The extended plan allows you to pay your loans over an extended period of time, typically longer than the other repayment plan options.Income-contingent, income-based, and pay-as-you-go payment plans are income-driven plans, and base your monthly payments on your annual income and that of your spouse, if you’re married, the size of your family and the total amount of your loans. If your loan payments are high compared to your income, you may want to explore applying for these options.Since your monthly payment and loan re-payment period will depend on your payment plan, consider your time frame for paying back your loan as well as the amount of interest you’ll pay over time and how the monthly payment will fit into your overall budget.  For more information about the payment plan options, visit the Federal Student Aid website at studentaid.ed.gov.



• Consolidate several loans into a single loan
‣ No application fee for consolidating federal education 

loans into a Direct Consolidation Loan

• May simplify loan repayment by centralizing payments

• May be able to switch from a variable interest rate to a fixed interest rate

• May lower your monthly payment

• But…
‣ May extend your repayment term
‣ May increase the amount of interest you pay over time

Consolidating your loans
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Federal Student Aid “Loan Consolidation”, studentaid.ed.gov. Accessed January 30, 2018.

Presenter
Presentation Notes
If you have multiple loans, you may have the option of consolidating them into a single loan. Many people find this a simpler way pay off the debt they have, rather than sending multiple checks of different amounts at different times to different institutions.  If you have federal education loans, there is no application fee for consolidating them into a Direct Consolidation Loan.Before you consolidate your loans, carefully consider the implications of doing so, since there are advantages and disadvantages to this strategy. For example, consolidating your loans may simplify loan repayment by centralizing multiple payments into one payment, and you might be able to switch from a variable interest rate to a fixed interest rate.On the flip side, consolidation may also extend your payment period. While this could lower your required monthly payments and result in a payment amount that fits more comfortably in your budget, it might also increase the amount of interest you’ll pay over time and may extend the time period of payments on your loan.If you know that you can dependably pay each loan every month, perhaps by setting up automatic payments, you might decide to avoid consolidation and consider other ways to pay down your loans. Let’s take a look at two of these methods.



“Snowball” or low balance method

• List debts in order of amount owed — from smallest to largest

• Each month, make the largest payment you can afford to the debt with lowest balance

• Continue making minimum monthly payments on all other debts

• When debt is paid off, repeat process with debt with next smallest owed

High-interest rate method

• List debts in order of interest rates — from highest to lowest

• Each month, make the largest payment you can afford to the debt with the highest interest rate

• Continue making minimum monthly payments on all other debts

• When debt is paid off, repeat process with debt with next highest interest rate

• This method generally results in paying less interest, and thereby saving money, over time

Two methods for paying down debt
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Presenter
Presentation Notes
If you’re thinking about paying off your student loans more quickly than your current repayment schedule, there are two commonly used methods you may want to consider other than consolidating your loans. And these strategies can work for other types of debt as well, such as credit cards or car loans.The first is called the “snowball” or low balance method. To use this method, first list your debts in order of the  amount you owe—from the smallest total amount to the largest. Then, each month make the largest payment you can afford to the debt with the lowest balance and continue making minimum monthly payments on all other debts. When the debt  with the lowest balance is paid off, repeat the process with the debt with the next lowest balance, and so on, until they’re all paid off.The snowball method is popular because you usually see progress quickly and can use the momentum of paying off a small debt to move on to the next one.The second common way to tackle debt is called the high-interest rate method. To use this method, first list your debts according to interest rate—from the one with the highest interest rate to the one with the lowest interest rate. Then, each month make the largest payment you can afford on the debt with the highest interest rate and continue making minimum monthly payments on all other debts. When the debt with the highest interest rate is paid off, repeat the process with the debt with the next highest interest rate, and so on, until they’re all paid off. The high-interest rate method is popular because you’re paying off the most expensive debt first and potentially saving yourself money in the long run.  



Deferment
• Places payments “on hold” for up 

to 3 years

• Generally, if you are:
‣ Currently a student
‣ Serving in the military or 

Peace Corps
‣ Unemployed
‣ During a period of 

economic hardship

• Subsidized loans don’t accrue interest

• Unsubsidized loans do accrue interest

Options if you can’t re-pay your 
student loan for a while
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Forbearance
• Loan payments may be stopped or 

reduced for up to 12 months 

• Two types:
‣ Discretionary
‣ Mandatory

• Generally due to financial hardship or 
illness, but other situations may apply

• Interest accrues on both subsidized 
and unsubsidized loans

Federal Student Aid “Deferment and Forebearance”, studentaid.ed.gov. Accessed January 30, 2018.

Presenter
Presentation Notes
If you run into a situation where you’re temporarily unable to make regular payments on your student loans, you have a couple of options. The first option is deferment. Deferment suspends payments on your loans if you go back to school, are serving in the military, are unemployed or on disability. You can defer payments for up to three years, depending on the circumstances of your situation. If you defer your payments, a subsidized loan will not accrue interest, but an unsubsidized loan will. While deferment is an important tool to use if you need it, remember that deferring payments on your loans may cost you more in terms of the interest you may pay over time.The second option is forbearance, which is generally based on financial hardship. There are two types: discretionary, where you apply to your lender for forbearance, and mandatory, which requires your lender to grant you forbearance. Forbearance typically extends for a period of up to 12 months, depending on your circumstances. While no payments are collected during the period of forbearance, interest does accrue, so forbearance may be more expensive in the long run than continuing to pay down your debt on a regular schedule. But, it may prevent you from defaulting on your loan.



What if you don’t pay back your student loan?
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How many of the approximately 
22 million Americans with federal 
student loans are in default?

Q:

A: 4.6 million

Wall Street Journal, “Nearly 5 Million Americans in Default on Student Loans”, December 17, 2017,
wsj.com/articles/nearly-5-million-americans-in-default-on-student-loans-1513192375. Accessed January 30, 2018.

Presenter
Presentation Notes
What happens if you don’t pay back your student loan? This is known as “defaulting on your loan” and happens if you don’t make the required monthly payments on your student loans. [click] Out of the 22 million Americans with federal student loans, how many do you think are in default?[Presenter, wait for the audience to guess][click] According to a recent article by the Wall Street Journal, that number is 3.6 million, or 16%. But, when you add in the number of people who are delinquent on their payments, or in postponement on their payments, that number jumps to 9.6 million, or 43%. And remember, these numbers are just for federal student loans — they don’t take into consideration loans from private institutions. Let’s take a closer look at what happens if you default on your student loan.



• Affected entities can take action against you

• Entire unpaid balance and interest immediately due

• Lose eligibility for deferment, forbearance and repayment loans

• Ineligible for future student loans

• National credit bureaus notified

• Payments may be deducted from 
paycheck or income tax refunds

The impact of defaulting on your student loan
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Federal Student Aid, “Understanding Delinquency and Default”, 
studentaid.ed.gov. Accessed January 30, 2018.

Presenter
Presentation Notes
So, what’s the impact of defaulting on your student loan? Well, it’s pretty serious.The affected entities, such as your school, the financial institution that holds the loan, your loan guarantor and the federal government can all take action against you to recover the money you owe. The entire unpaid balance of your loan and any interest is immediately due. You also lose eligibility for deferment, forbearance and repayment plans and become ineligible for future federal student aid. Your lender will notify the National Credit Bureaus, and your credit score may suffer. And, the federal government may deduct the payments from your paycheck or might even withhold your federal and/or state tax refund to pay off your debt. If you won’t be able to pay on your loan for a period of time, no matter how short, it’s important to start looking into deferment and forbearance as quickly as possible to avoid defaulting on your loan. 



Financial fundamental
Saving for future goals

Presenter
Presentation Notes
So far, we’ve spent our time looking at some basic financial fundamentals that can help you build a good foundation for your overall financial picture. Now let’s look to the future, and saving for some of your longer-term—and potentially more expensive—goals.



• Carry small amounts of cash

• Prepare your own meals

• Use coupons and compare prices

• Decide if you can do without

• Avoid late fees

• Shop your closet

• Carry a list when shopping

• Buy used products

• DIY (do it yourself)

Free up some cash for saving
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Presenter
Presentation Notes
First, let’s take a look at some ways to save some money if you’re willing to make some tradeoffs, money that you can then put toward your future goals. Have you considered:Carrying small amounts of cash to limit your spending.Preparing your own meals.Using coupons and comparing and researching prices online to help you save. And consider if you really need what you’re thinking about purchasing. You may decide to postpone your purchase or not buy it at all!Pay your bills on time to avoid late fees.Shop your closet or a friend’s instead of buying, and when you do shop, carry a list to prevent impulse buying.Think about buying used products instead of new ones where it makes sense to do so.“DIY” or “do it yourself,” is a growing trend. Can you repair it yourself or make it yourself? The more you can do yourself, the more you can potentially save.Not convinced these little steps will really add up? Consider if you buy lunch at work every day for $8. Bringing lunch to work three days may save you up to $24 a week, $96 a month, and $1,152 a year! And that could be put toward one of your long-term goals, like saving up for a down payment on a house.These are some suggestions that we’ve heard during discussions with other groups.



• Do you have a down payment and closing costs?

• Do you need to build or rebuild your credit?

• Do you expect to move in the near future?

• Could changing market conditions affect 
your job security?

• Are home repairs something you’d rather 
not deal with?

• Would a mortgage prevent you from saving
for other things that are important to you?

Deciding where to live: Buy or rent?

21 June 2018 26

Presenter
Presentation Notes
Speaking of saving up for a house, you may be wondering if it’s more cost effective to buy a house or to rent. If you want to own a home, you may need money for a down payment. You’ll also need to make sure your financial situation qualifies you for a mortgage. But buying a house involves other costs, too. For example, have you considered the cost of maintenance, homeowner’s insurance, and property taxes? And how does homeownership fit with your lifestyle? Would you rather spend time doing something other than maintaining your house? Maybe you’re considering renting instead of buying. On the plus side, you may save worry—and money—when it comes to maintenance and repair costs. However, your rent may increase over time, and since you don't own the property, you aren't building any equity in the property.So what should you do? Only you can say what’s right for you, but start by asking yourself the following questions: Do you lack the appropriate amount saved for a down payment and closing costs?Do you need to build or rebuild your credit?Are you planning to stay in your current area for fewer than three to five years?Could changing market conditions affect your job security? Are home repairs something you'd rather not deal with? And if you don’t have the skills to make any necessary repairs, do you have enough money in your emergency fund to cover the costs of hiring someone else to do it for you? Would a mortgage prevent you from saving for other things that are important to you?If you answered “yes" to any of these questions, you may want to consider renting, at least for now. But if owning a home is still a goal of yours, then apply yourself to saving for a down payment, repairing your credit, or learning the skills you might need to maintain your house.



Investing in your future
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401(k)
plans

HSAs

IRAs

Presenter
Presentation Notes
Another long-term goal you may have is enjoying retirement when that time comes. But to support the type of lifestyle you may want, you’ll need a source of income in retirement. Hopefully Social Security will still be around to help, but more and more, we’re expected to fund our own retirement. It may help to think of putting aside money for retirement as another “bill” that’s paid just like your cell phone or car payment, and account for it in your budget. And there are some investment vehicles designed specifically to help you with planning for retirement. These include company-sponsored 401(k) plans, individual retirement accounts or IRAs, and even health savings accounts, or HSAs.



The power of compounding
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Starting at 
age 25

$48,000 invested 
over 40 years

$48,000 invested 
over 30 years

$48,000 invested 
over 35 years

Starting at 
age 35

Starting at 
age 30

$191,696
Potential balance

at age 65

$100.00
invested monthly

$115.00
invested monthly

$133.33
invested monthly

$158,043
Potential balance

at age 65

$130,564
Potential balance

at age 65

This hypothetical illustration assumes a 6% annual effective rate of return and pre-tax contributions made at the beginning of each month. Hypothetical results are for illustrative 
purposes only and are not meant to represent the past or future performance of any specific investment vehicle. Investment return and principal value will fluctuate and when 
redeemed the investments may be worth more or less than their original cost. Taxes are due upon withdrawal. If you take a withdrawal prior to age 59½, you may also be subject to a 
10% additional federal tax. 

Presenter
Presentation Notes
Some of you might be thinking, “I don’t have any big expenses coming up, and I won’t be retiring for a long time. I’ll start saving later.”But here’s why you should start thinking about it now. The earlier you start, the more time your investments have to compound. Compounding refers to earnings on any potential earnings, as well as on your original investment. Starting early can make a big difference, as you can see in the example on the screen.In this hypothetical example, three people start contributing to their employer-sponsored retirement plan, one at age 25, one at age 30, and one at age 35. They all retire at age 65.As you can see, they all put the same amount into their retirement plan over time: $48,000. But the one who contributed the least per month wound up with the most at retirement! Why? Because this person started sooner, and stayed in the plan longer.The longer you invest, the more time for potential growth, even if you start small now and increase your contributions little by little over the years.Please note this is a hypothetical illustration that assumes a 6% annual effective rate of return and pre-tax contributions made at the beginning of each month.



• Ability to contribute to 401(k) pre-tax or 
Roth 401(k) after tax

• IRS pre-tax Roth 401(k) contribution max:
‣ 2018: $18,500

• Additional plan limits may apply

• Age 50 or above: may be eligible for catch-up 
contributions (up to $6,000 in 2018)

Make the most of your 401(k) plan
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Presenter
Presentation Notes
One of the best ways to prepare for retirement is contributing to your company’s 401(k) plan. It’s easy and convenient—contributions potentially can be deducted automatically from your paycheck. You decide how much to contribute, within any plan or IRS limits.Your company’s plan will generally allow you to contribute up to a certain percentage of your pay on a pre-tax basis and Roth 401(k) after-tax basis, combined, up to the IRS limit. That limit is $18,500 for 2018.If you are age 50 or above, you may be eligible for catch-up contributions. That means you can contribute an additional $6,000 in 2018 over the Plan or IRS limit, whichever is less.If you feel that you can’t contribute a lot to the Plan right now, start small. As with building up your emergency fund, even small amounts contributed to your retirement plan regularly can add up over time. That’s due to the power of compounding, which we mentioned earlier.



Pre-tax contributions
• Defer current income taxes on 

pre-tax contributions

• May lower your current taxable income

• Take-home pay reduced by less than the 
amount of your contributions

• Taxes are due upon withdrawal
‣ You may also be subject to a 10% 

additional federal tax if you take a 
withdrawal prior to age 59½

401(k) plans: Pre-tax v. Roth 401(k) contributions
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Roth 401(k) contributions
• You pay taxes up-front on contributions

• No taxes on earnings due if qualified 
distribution is taken

• No income limitations (unlike Roth IRA)

• To take a qualified distribution:
‣ At least five years must elapse from 

the year of your first Roth 401(k) 
contribution, and

‣ You must reach age 59½ (or become 
disabled or deceased)

For non-qualified distributions, any earnings are subject  to 
taxes, including a 10% additional federal tax under age 59½.

Presenter
Presentation Notes
You may be wondering about the differences between pre-tax and Roth 401(k) contributions to a 401(k) plan. Each offers different tax advantages.With pre-tax contributions, you defer current income taxes on your contributions. This may lower your current taxable income. And, your take-home pay is typically reduced by less than the amount of your contributions.But since these contributions are made before taxes are taken out, taxes are due when you withdraw the money from these contributions and any potential earnings from your Plan account. You may also be subject to a 10% additional federal tax if you take a withdrawal prior to age 59½.Roth 401(k) contributions are made on an after-tax basis, so you pay taxes on your contributions now. But any earnings can be withdrawn tax-free if you take a qualified distribution, as shown on the slide. Unlike a Roth IRA, there are no income limitations for Roth 401(k). So even if your income is too high to make contributions to a Roth IRA, you can still make Roth contributions to your 401(k) plan. To take a qualified distribution, at least five years must elapse from the year of your first Roth 401(k) contribution, and  you must reach age 59½ or become disabled or deceased. If you take a non-qualified distributions, any earnings are subject to taxes, including a 10% additional federal tax under age 59½.



• Offer the opportunity to contribute more to your Plan beyond the IRS limits for 
pre-tax and Roth 401(k) after-tax contributions
‣ Up to the IRS annual additions limit

• You do not pay taxes upon withdrawal of after-tax contributions, as you’ve already 
paid taxes on them
‣ Taxes are due on any earnings and a 10% additional federal tax may be due if you 

withdraw those earnings prior to reaching age 59½
‣ Please consult a tax advisor for more information

401(k) plans: After-tax contributions
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Presenter
Presentation Notes
After-tax contributions to a 401(k) plan have different advantages than pre-tax and Roth 401(k) contributions. The type of contribution you choose depends on your personal situation.After-tax contributions offer the opportunity to contribute more to your 401(k) plan beyond the IRS limits for pre-tax and Roth 401(k) after-tax contributions — up to the IRS annual additions limit.You don’t pay taxes upon withdrawal of after-tax contributions, as you’ve already paid taxes on them. However, taxes are due on any earnings and a 10% additional federal tax may be due if you withdraw those earnings prior to reaching age 59½. Please consult a tax advisor for more information.



Individual Retirement Accounts (IRA)
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Other considerations
• Lower contribution limits than 401(k)
• Individual account with no company matching contribution
• Loans are not available
• May be charged an annual fee and transaction fees
• Typically offers access to a wider selection of investment options

Traditional IRA
• Tax deferred growth potential
• Contributions may reduce 

taxable income

Roth IRA
• Qualified distributions federally tax-free*
• Eligibility based on income and taxes 

based on current tax bracket

*For a distribution from a Roth IRA to be federally tax free, it must be qualified. A qualified distribution from your Roth IRA may be made after a five-year 
waiting period has been satisfied (this period begins January 1 of the tax year of the first contribution or the year of conversion to any Roth IRA) and you 
(1) are age 59½ or older; (2) are disabled, (3) qualify for a special purpose distribution such as the purchase of a first home (lifetime limit of $10,000), or 
(4) are deceased. If you take a non-qualified distribution of your Roth IRA contributions, any Roth IRA investment returns are subject to regular income 
taxes, plus a possible 10% additional tax if withdrawn before age 59½, unless an exception applies. While the withdrawals are federally tax free, certain 
states may tax withdrawals; consult your tax advisor for assistance.

Presenter
Presentation Notes
If participating in a 401(k) isn’t an option available to you, you may want to invest in an individual retirement account, or IRA. You can also open an IRA to supplement your 401(k) plan contributions.There are two types — traditional and Roth. Traditional IRAs offer tax deferred growth potential. Your contributions may reduce your taxable income. With Roth IRAs, your contributions are taxed based on your current tax-bracket. Your eligibility to make contributions is based on your current income. For a distribution from a Roth IRA to be federally tax free, it must be qualified. A qualified distribution from your Roth IRA may be made after a five-year waiting period has been satisfied (this period begins January 1 of the tax year of the first contribution or the year of conversion to any Roth IRA) and you (1) are age 59½ or older; (2) are disabled, (3) qualify for a special purpose distribution such as the purchase of a first home (lifetime limit of $10,000), or (4) are deceased. If you take a non-qualified distribution of your Roth IRA contributions, any Roth IRA investment returns are subject to regular income taxes, plus a possible 10% additional tax if withdrawn before age 59½, unless an exception applies. While qualified distributions are federal tax-free, certain states may tax withdrawals; consult a tax advisor for assistance. Both types of IRAs have lower contribution limits than 401(k) plans. Also consider that, unlike 401(k) plans, IRAs don’t offer company matching contributions. Loans are not available and you may be charged an annual fee and transaction fees. However, you do typically have access to a wider selection of investment choices for your IRAs. In a 401(k) plan, you are typically limited to the investment choices offered through that plan.Let’s look at an example. Olivia is 27 years old and decides to open a Roth IRA. She makes regular contributions, which are from income taxed at her current rate. The money she invests in her Roth IRA compounds tax-free for 40 years, until she is 67 and retires. By contributing money to a Roth IRA when she was young with a lower salary, she paid taxes at a lower tax rate than she would have if she had started when she was older and earning a higher salary. Individual circumstances may vary.Let’s consider a different scenario. Olivia’s husband is laid off when she is 37, and neither she nor her husband have an emergency fund. Olivia has advanced in her career, earning a higher salary than when she was 27, but it won’t be enough to support her family for almost a year. She may be able to withdraw the principal she invested tax- and penalty-free from her Roth IRA. While far from ideal, this option provides enough funds to live off of for a period, and gives Olivia time before retirement to build up her retirement fund again.



• Available to those with a qualifying HDHP

• You can make pre-tax contributions to your HSA
‣ Potentially lowers current income tax

• May be able to invest some of your funds
‣ Potential for earnings from interest and investments in your account

• Tax-advantaged way to pay for current and future qualified out-of-pocket 
health care expenses

• Unused funds roll over year to year

• HSA is yours to keep if you leave your place of employment

Health Savings Account (HSA)
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While you can use your HSA to pay or be reimbursed for qualified medical expenses, if you receive distributions for other reasons, the amount you withdraw 
will be subject to income tax and may be subject to an additional 20% federal tax. Certain limits may apply to employees who are considered highly 
compensated key employees. Contact a qualified tax or legal advisor for assistance before establishing a HSA.

Presenter
Presentation Notes
Health Savings Accounts, or HSAs, are exclusively available to those enrolled in qualifying high-deductible healthcare plans — often called HDHP plans. There are a few similarities between a 401(k) and an HSA. For example, similar to a 401(k) plan, you contribute to an HSA on a pre-tax basis, which means the money comes out of your pay before taxes are deducted, potentially lowering your current income tax. And, you may also be able to invest some of your HSA funds to potentially grow your account. But, unlike a 401(k) plan, any distributions from an HSA are tax-free as long as the payment is for a qualified medical expense. On the other hand, 401(k) distributions are typically taxed as income.Any unused funds roll over from year to year, and can help you with qualified medical expenses if you ever find yourself uninsured due to unemployment or other circumstances.As with your 401(k) plan account, you own your HSA account. You keep it even if you retire or leave the employer sponsoring your HDHP. 



Managing your finances is key to 
helping you pursue your goals
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Presenter
Presentation Notes
In summary, managing your finances is key to helping you pursue your goals, now and in the next few years. Today we’ve talked about managing your day-to-day expenses and the importance of building up an emergency fund. We’ve also reviewed steps for managing student loan debt and saving  for the future you envision. 



Just like your physical health, your finances need ongoing attention.

Personal Financial Journey
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Identify your life stageChoose your path Financial checkupFinancial resources

Personal Financial Journey can help you get—and stay—on track through two interactive journeys and 
your annual financial checkup to help maintain your financial health. So, no matter what stage of life 
you’re in or how you like to learn, you can get help pursuing what’s important to you.

Get started today:
go.bofa.com/personalfinancialjourney

Presenter
Presentation Notes
Just like your physical health, your finances need ongoing attention.That is why we built Personal Financial Journey, an interactive tool designed to provide tailored resources and actionable steps to help you get—and stay—on track through two interactive journeys and your annual financial checkup to help maintain your financial health. So whether you prefer to do-it-yourself or need a helping hand, you will have access to resources and tools to pursue what matters most to you on your financial journey.Get started today by visiting go.bofa.com/personalfinancialjourney.



We’re here to help
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844.528.9675
Have a conversation

bankofamerica.com/
financialwellness

Further your knowledge

Presenter
Presentation Notes
Thank you for taking time out of your busy schedules to join us today. [I/We] hope today’s presentation gave you some better insights and helped answer some of your questions.So you might be asking yourself, what are my next steps?If you have any questions later about today’s presentation or other financial matters, you can call the dedicated line at 844.528.9675 and speak with a specialist over the phone. However, if you prefer to meet in person, visit the home page at bankofamerica.com/financialwellness to find out if there is a specialist in a financial center near you and to schedule an appointment.For additional articles, videos, tools and resources to help you with your finances and long-term planning goals, visit bankofamerica.com/financialwellness.



Presenter
Presentation Notes
Thank you.  
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