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For many people, taking the first step toward
planning requires a life-changing event such as job loss
or a divorce. “A significant chunk of the United States
population believes on some level that things will
always be fine. They are the ones who think they can
always repay the debt,” says Connie Kilmark, a financial
counselor and consultant in Madison, Wis.

Experts agree that the vast majority of people do
not have adequate reserves to cover an emergency
such as illness, layoff, or a natural or ci ter. They
advise saving at least 10% of yo ver, a
2008 survey conducted by Americ ducation
Council (ASEC) revealed tha mericans set
aside this much.
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Theam of cash you need depends on your
circumstances, but it's a good idea to save enough money
to cover basic monthly expenses, including mortgage,
car payments, food, tuition expenses, and insurance
payments for about three to six months. That includes
any medical deductibles or co-pays you might incur.

“That doesn’t mean you hold your breath until you
get there, but you want to gradually accumulate several
months’ worth of savings. If something major comes
up—you lose a job or become temporarily disabled—
this is the money that allows you peace of mind,”
Kilmark explains.
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Explore the ways to save

Identify your goals, then choose savings vehicles
that serve those goals. Here are possibilities:

Savings Accounts
Savings accounts are the most basic, familiar savings
vehicles and, while they carry lower dividend yields than
other types of savings, they help you build an easily
accessible reserve for emergencie;
e Highly liquid; no restrictions on
withdraw funds
e Low minimum balance requi
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Share certificates/certificates of deposit (CDs)
Share certificates come in various maturity periods (such
as six, 12, 24, or 36 months) and should be used for
short- to mid-term goals or to save for sure income. They
offer limited risk and slightly better yields than standard
savings or MMAs, but you're penalized if you withdraw
money early.
e Generally pay higher dividends than savings accounts
® Must leave money in account for specific amount

of time
® Low minimum investment required

standard savings account.

Individual retirement accounts (IRAs)

IRAs help workers and spouses save for retirement while

offering a somewhat higher dividend return than regular

savings accounts.

o Different types of accounts available, depending on
income levels, age, employment, and other investments
in your portfolio

® Sometimes tax-deductible, dep ing
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401(k)s

401(k) accounts (not insured) help employees save for

retirement while deferring income taxes on saved money

and earnings until withdrawal. Employees elect to have

a portion of their paycheck deferred into their 401 (k)

account.

e Choose from different investment options, usually an
assortment of mutual funds that include stocks, bonds,
and money market investments

 Possible employer match

® More risk especially in a volatile economy



