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As people move through
directive. No one likes to think about death or
different stages of life, there are catastrophic injury, but these documents can
new financial opportunities — and help your loved ones immensely if something
potential pitfalls — around every unexpected should happen to you.
corner. Have you made any of
Your 30s
these mistakes?
1. Being house poor. Whether you're buying
Your 50s and 60s
your first home or trading up, think twice about
1. Raiding your home equity or retirement
buying a house you can't afford, even if the
funds. It goes without saying that doing so will
bank says you can. Build in some wiggle room
prolong your debt and/or reduce your nest egg. for a possible dip in household income that
could result from leaving the workforce to raise
2. Not quantifying your expected retirement
a family or a job change or layoff.
income. As you near retirement, you should
know how much money you (and your spouse,
if applicable) can expect from three sources:
• Your retirement accounts such as 401(k)
plans, 403(b) plans, and IRAs
• Pension income from your employer, if any
• Social Security (at age 62, at your full
retirement age, and at age 70)

2. Not saving for retirement. Maybe your 20s
passed you by in a bit of a blur and retirement
wasn't even on your radar. But now that you're
in your 30s, it's essential to start saving for
retirement. Start now, and you still have 30
years or more to save. Wait much longer, and it
can be very hard to catch up.

3. Not protecting yourself with life and disability
insurance. Life is unpredictable. Consider what
would happen if one day you were unable to
work and earn a paycheck. Life and disability
insurance can help protect you and your family.
4. Living an unhealthy lifestyle. Take steps now Though the cost and availability of life
to improve your diet and fitness level. Not only insurance will depend on several factors
including your health, generally the younger
will you feel better today, but you may reduce
you are when you buy life insurance, the lower
your health-care costs in the future.
your premiums will be.
3. Co-signing loans for adult children.
Co-signing means you're 100% on the hook if
your child can't pay, a less-than-ideal situation
as you're getting ready to retire.

Your 40s

1. Trying to keep up with the Joneses.
Appearances can be deceptive. The nice
lifestyle your friends, neighbors, or colleagues
enjoy might look nice on the outside, but behind
the scenes there may be a lot of debt
supporting that lifestyle. Don't spend money
you don't have trying to keep up with others.
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Your 20s
1. Living beyond your means. It's tempting to
splurge on 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,
especially if you have student loans to repay.

2. Not paying yourself first. Save a portion of
2. Funding college over retirement. In your 40s, every paycheck first and then spend what's left
over, not the other way around. And why not
saving for your children's college costs at the
start saving for retirement, too? Earmark a
expense of your own retirement may be a
portion of your annual pay now for retirement
mistake. If you have limited funds, consider
and your 67-year-old self will thank you.
setting aside a portion for college while
earmarking the majority for retirement. Then sit 3. Being financially illiterate. Learn as much as
down with your teenager and have a frank
you can about saving, budgeting, and investing
discussion about college options that won't
now and you could benefit from it for the rest of
break the bank — for either of you.
your life.
3. Not having a will or an advance medical
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A Parent-Child Conversation About College Costs
If you're the parent of a high school student
who's looking ahead to college, it's important to
have a grown-up conversation with your child
about college costs. A frank discussion can
help both of you get on the same page,
optimize the college search process, and avoid
getting blindsided by large college bills.

An initial conversation: a, b, and c

A weighty decision
Most teens are not financially
experienced enough to drive a
$100,000 or $200,000
decision, especially one that
has the potential to impact
them for most or all of their 20s
or longer. So parent guidance
is critical.

As a parent, you need to take the lead in this
conversation because most 16-, 17-, and
18-year-olds are not financially experienced
enough to drive a $100,000 or $200,000
decision. One approach is to start off saying
something like: "We will have saved 'a' when it's
time for you to start college, and after that we
should be able to contribute 'b' each year, and
we expect you to contribute 'c' each year." That
will give you a baseline of affordability when
you start targeting colleges.

the long-term financial impact of choosing a
more expensive college that will require more
loans.
Even with a detailed discussion, though, many
teenagers may not be able to grasp how their
future lives will be impacted by student loans.
Ultimately, it's up to you — as a parent — to help
your child avoid going into too much debt. How
much is too much? The answer is different for
every family. One frequently stated guideline is
for students to borrow no more than what they
expect to earn in their first year out of college.
But this amount may be too high if assumptions
about future earnings don't pan out.

To build in room for the unexpected, a safer
approach might be to borrow no more than the
federal government's Direct Loan limit, which is
currently a total of $27,000 for four years of
college ($5,500 freshman year, $6,500
sophomore year, and $7,500 junior and senior
A more in-depth conversation: borrow
years). Federal loans are generally preferable
x, pay back y
to private loans because they come with an
income-based repayment option down the road
Once you start looking at colleges, you'll see
that links a borrower's monthly payment to
that prices vary, sometimes significantly. If a
college costs more than a + b + c above, you'll earned income if certain requirements are met.
have to fill the gap. The best way to try and do Whatever loan amount you settle on as being
this is with college grants or scholarships (more within your range, before committing to a
college, your child should understand the total
on that in a minute). Absent grant aid, you'll
need to consider loans. And here is where you amount of borrowing required and the resulting
should have a more detailed conversation with monthly payment after graduation. In this way,
you and your child can make an informed
your child in which you say: "If you borrow 'x'
financial decision.
you will need to pay back 'y' each month after
graduation." Otherwise, random loan figures
If there's any silver lining here, it's that parents
probably won't mean much to a teenager.
believe their children may get more out of
You can use an online calculator to show your college when they are at least partly
responsible for its costs, as opposed to having
child exactly what different loan amounts will
a blank check mentality. Being on the hook
cost each month over a standard 10-year
financially, even for just a small amount, may
repayment term. For example, if College 1 will
encourage your child to choose courses
require your child to borrow a total of $16,000
carefully, hit the books sufficiently, and live
at 5%, that will cost $170 each month for 10
more frugally. Later, if you have the resources,
years. If College 2 requires $24,000 in loans,
that will cost $255 each month. A loan amount you can always help your child repay his or her
student loans.
of $36,000 for College 3 will cost $382 per
month, and $50,000 for College 4 will cost $530 Target the right colleges
a month, and so on. The idea is to take an
To reduce the need to borrow, spend time
abstract loan amount and translate it into a
researching colleges that offer grants to
month-to-month reality.
students whose academic profile your child
But don't stop there. Put that monthly loan
matches. Colleges differ in their aid generosity.
payment into a larger context by reminding your You can use a net price calculator — available
child about other financial obligations he or she on every college website — to get an estimate of
will have after college, such as a cell phone bill, how much grant aid your child can expect at
food, rent, utilities, car insurance. For example, different colleges. For example, one college
you might say: "If you attend College 3 and
may have a sticker price of $62,000 but might
have a student loan payment of $382 every
routinely offer $30,000 in grant aid, resulting in
month, you'll also need to budget $40 a month an out-of-pocket cost of $32,000. Another
for your phone, $75 for car insurance, $400 for college might cost $40,000 but offer only
food..." and so on. The goal is to help your child $5,000 in grant aid, resulting in a higher
understand the cost of real-world expenses and $35,000 out-of-pocket cost.
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IMPORTANT DISCLOSURES
Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, legal, or retirement
advice or recommendations. The
information presented here is not
specific to any individual's personal
circumstances.
To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for the
purpose of avoiding penalties that
may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional based
on his or her individual
circumstances.
These materials are provided for
general information and educational
purposes based upon publicly
available information from sources
believed to be reliable — we cannot
assure the accuracy or completeness
of these materials. The information in
these materials may change at any
time and without notice.

Should I enroll in a health savings account?
A health savings account
(HSA) is a tax-advantaged
account that you can establish
and contribute to if you are
enrolled in a high-deductible
health plan (HDHP). Because you shoulder a
greater portion of your health-care costs, you'll
usually pay a much lower premium for an
HDHP than you would pay for traditional health
insurance. This allows you to contribute the
premium dollars you're saving to your HSA.
Then, when you need medical care, you can
withdraw HSA funds to cover your expenses, or
opt to pay your costs out-of-pocket if you want
to save your account funds. An HSA can be a
powerful savings tool, especially if your health
expenses are relatively low, since you may be
able to build up a significant balance in your
HSA over time. Before you enroll in an HSA,
ask yourself the following questions:

can on a regular basis is key to building a
cushion against future expenses. For 2018, you
can contribute up to $3,450 for individual
coverage and $6,900 for family coverage.

What will your annual out-of-pocket costs be
under the HDHP you're considering? Estimate
these based on your current health expenses.
The lower your costs, the easier it may be to
accumulate HSA funds.

What tax savings might you expect? HSA funds
can be withdrawn free of federal income tax
and penalties provided the money is spent on
qualified health-care expenses. Depending on
the state, HSA contributions and earnings may
or may not be subject to state taxes. Consult
your tax adviser for more information.

How much can you afford to contribute to your
HSA every year? Contributing as much as you

Will your employer contribute to your HSA?
Employer contributions can help offset the
increased financial risk that you're assuming by
enrolling in an HDHP rather than traditional
employer-sponsored health insurance.
Are you willing to take on more responsibility for
your own health care? For example, to achieve
the maximum cost savings, you may need to
research costs and negotiate fees with health
providers when paying out-of-pocket.
How does the coverage provided by the HDHP
compare with your current health plan? Don't
sacrifice coverage to save money. Read all
plan materials to make sure you understand
benefits, exclusions, and all costs.

I received a large refund on my tax return this year.
Should I adjust my withholding?
You must have been
pleasantly surprised to find out
you'd be getting a refund from
the IRS — especially if it was a
large sum. And while you may have considered
this type of windfall a stroke of good fortune, is
it really?

It's generally a good idea to check your
withholding periodically. This is particularly
important when something changes in your life;
for example, if you get married, divorced, or
have a child; you or your spouse change jobs;
or your financial situation changes significantly.

Furthermore, the implementation of the new tax
law at the beginning of 2018 means your
withholding could be off more than it might be in
a typical year. Employers withhold taxes from
paychecks based on W-4 information and IRS
withholding tables. The IRS released 2018
calculation tables reflecting the new rates and
rules earlier this year. Even so, the old W-4 and
worksheet you previously gave to your
Because you received a large refund on your
tax return this year, you may want to reevaluate employer reflect deductions and credits that
have changed or been eliminated under the
your federal income tax withholding. That way
you could end up taking home more of your pay new tax law.
and putting it to good use.
The IRS has revised a useful online withholding
calculator that can help you determine the
When determining the correct withholding
appropriate amount of withholding. You still
amount, your objective is to have just enough
need to complete and submit a new W-4 to
withheld to prevent you from having to owe a
large amount of money or scramble for cash at your employer to make any adjustments. Visit
irs.gov for more information.
tax time next year, or from owing a penalty for
The IRS issued over 112 million federal income
tax refunds, averaging $2,895, for tax year
2016.1 You probably wouldn't pay someone
$240 each month in order to receive $2,900
back, without interest, at the end of a year. But
that's essentially what a tax refund is — a
short-term loan to the government.

having too little withheld.

1

Internal Revenue Service, 2018
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