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Financial Mistakes People Make at Different Ages
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.

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 30s

In your 50s and 60s

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.

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.

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-tome" 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 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 saving for retirement. Okay, maybe your 20s

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 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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2015 Year-End Tax Planning Basics
As the end of the 2015 tax year approaches, set
aside some time to evaluate your situation and consider potential opportunities. Effective year-end
planning depends on a good understanding of both
your current circumstances and how those circumstances might change next year.
Basic strategies
Consider whether there's an opportunity to defer
income to 2016. For example, you might be able to
defer a year-end bonus or delay the collection of
business debts, rents, and payments for services.
When you defer income to 2016, you postpone payment of the tax on that income. And if there's a
chance that you might be paying taxes at a lower
rate next year (for example, if you know that you'll
have less taxable income next year), deferring income might mean paying less tax on the deferred
income.
You should also look for potential ways to accelerate 2016 deductions into the 2015 tax year. If you
typically itemize deductions on Schedule A of Form
1040, you might be able to accelerate some deductible expenses--such as medical expenses, qualifying
interest, or state and local taxes--by making payments before the end of the current year, instead of
paying them in early 2016. Or you might consider
making next year's charitable contribution this year
instead. If you think you'll be itemizing deductions in
one year but claiming the standard deduction in the
other, trying to defer (or accelerate) Schedule A
deductions into the year for which you'll be itemizing
deductions might let you take advantage of deductions that would otherwise be lost.
Depending on your circumstances, you might also
consider taking the opposite approach. For example, if you think that you'll be paying taxes at a higher rate next year (maybe as the result of a recent
compensation increase or the planned sale of assets), you might want to look for ways to accelerate
income into 2015 and possibly defer deductions until
2016 (when they could potentially be more valuable).
Complicating factors
First, you need to factor in the alternative minimum
tax (AMT). The AMT is essentially a separate, parallel federal income tax system with its own rates and
rules. If you're subject to the AMT, traditional yearend strategies may be ineffective or actually have
negative consequences--that's because the AMT
effectively disallows a number of itemized deductions. So if you're subject to the AMT in 2015,

prepaying 2016 state and local taxes probably
won't help your 2015 tax situation, and, in fact,
could hurt your 2016 bottom line.
It's also important to recognize that personal and
dependency exemptions may be phased out and
itemized deductions may be limited once your
adjusted gross income (AGI) reaches a certain
level. This is especially important to factor in if
your AGI is approaching the threshold limit and
you're evaluating whether to accelerate or defer
income or itemized deductions. For 2015, the AGI
threshold is $258,250 if you file as single,
$309,900 if married filing jointly, $154,950 if married filing separately, and $284,050 if head of
household.
IRA and retirement plan contributions
Deductible contributions to a traditional IRA and
pretax contributions to an employer-sponsored
retirement plan such as a 401(k) could reduce
your 2015 taxable income. (Note: A number of
factors determine whether you're eligible to deduct
contributions to a traditional IRA.) Contributions to
a Roth IRA (assuming you meet the income requirements) or a Roth 401(k) plan are made with
after-tax dollars--so there's no immediate tax savings--but qualified distributions are completely free
of federal income tax.
For 2015, you're generally able to contribute up to
$18,000 to a 401(k) plan ($24,000 if you're age 50
or older) and up to $5,500 to a traditional or Roth
IRA ($6,500 if you're age 50 or older). The window
to make 2015 contributions to an employer plan
generally closes at the end of the year, while you
typically have until the due date of your federal
income tax return to make 2015 IRA contributions.
Important notes
A host of popular tax provisions (commonly referred to as "tax extenders") expired at the end of
2014. Although it is possible that some or all of
these provisions will be retroactively extended,
currently they are not available for the 2015 tax
year. Among the provisions: deducting state and
local sales taxes in lieu of state and local income
taxes; the above-the-line deduction for qualified
higher-education expenses; qualified charitable
distributions (QCDs) from IRAs; and increased
business expense and "bonus" depreciation rules.
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AMT "triggers"
You're more likely to be subject to
the AMT if you claim a large number of personal exemptions, deductible medical expenses, state
and local taxes, and miscellaneous
itemized deductions. Other common triggers include home equity
loan interest when proceeds aren't
used to buy, build, or improve your
home; and the exercise of incentive stock options.

Required minimum distributions
Once you reach age 70½, you
generally must start taking required minimum distributions
(RMDs) from traditional IRAs and
employer-sponsored retirement
plans (an exception may apply if
you're still working and participating in an employer-sponsored
plan). Take any distributions by
the date required--the end of the
year for most individuals. The
penalty for failing to do so is substantial: 50% of the amount that
should have been distributed.
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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 had 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.

Am I liable for unauthorized transactions on my debit card?
It depends. Federal law provides
consumers with protection against
most unauthorized credit- and debitcard transactions.
Under federal law, consumer liability for unauthorized credit-card transactions is limited to $50.
However, many banks and credit-card companies offer even more protection for credit cards in
the form of "zero liability" for unauthorized transactions.
For unauthorized debit, rather than credit, transactions, the rules get a bit trickier. For the most
part, you won't be held responsible for any unauthorized debit-card withdrawals if you report the
lost card before it's used. Otherwise, the extent
of your liability depends on how quickly you report your lost card. If you report your lost debit
card within two business days after you notice
your card is missing, you'll be held liable for up to
$50 of unauthorized withdrawals. If you fail to
report your lost debit card within two days after
you notice your card is missing, you can be held
responsible for up to $500 of unauthorized withdrawals. And if you fail to report an unauthorized
transfer or withdrawal that's posted on your

withdrawal that's posted on your bank statement
within 60 days after the statement is mailed to
you, you risk unlimited liability.
The good news is that some banks and creditcard companies are offering the same "zero liability" protection to debit-card users that they
offer to their credit-card users. This zero liability
protection, however, does come with exceptions.
In order to have zero liability for unauthorized
debit-card transactions, consumers may be required to report the loss of their card
"promptly" (typically, no more than two days after
they learn of the card loss or theft). In addition, a
consumer may need to exercise "reasonable
care" to safeguard his or her debit-card information. For example, an individual who gives
someone else his or her debit card and PIN could
be held responsible for any unauthorized transactions.
It's important to remember that, unlike credit
cards, debit cards directly link to your financial
accounts. As a result, you should act quickly and
call your bank or credit-card company as soon as
you learn of any unauthorized transactions on
your account.
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