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and kids work together  

to understand key  

financial concepts. Yes, 

You Can stresses critical  

thinking and problem  

solving that helps young 

people develop basic  

economic, financial,  

personal and career  

development skills.
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in part, on the beliefs  

of James Stowers,  

founder of American 
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and co-founder, with 

Virginia Stowers, of the 

Stowers Institute for 

Medical Research.
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The Freshman Five…
Five Ways to Help You Become Financially 
Fit Before Leaving for College
With half of the academic year at an end, college-bound high school seniors are setting  
their sights on how their life will change as they graduate, move into student housing  
and live “on their own.” And while their focus may be on how to manage this new-found  
freedom, now is the perfect time for parents to start preparing their teens to succeed  
at the fundamentals of personal finance.

Living away from home for the first time, can be filled with opportunities and temptations 
to overspend and get buried in credit card debt that can lead to long-term financial peril. 
Learning early on how to take control of their finances can save first-year college students  
a great deal of money.

While there is countless advice on how to be a financially savvy student, taking it all in at 
once can be a bit overwhelming. Share the following five tips with your teens to help them 
establish healthy financial habits and avoid unnecessary debt burdens that can haunt them 
long after graduation. 

•   Save money 
If you don’t already have a savings account, open one now, before you leave for college. 
Get into the habit of saving money while you’re in your teens and early 20s. This will be 
valuable in the event you need 
money for an emergency. Plus,  
it helps to establish a pattern  
of saving for the long-term. 

CONTINUED ON PAGE 2 >>
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  Teachable Moment
   Taking control of financial matters can seem overwhelming in the beginning. Before your college-bound teen 
leaves for school, sit down and develop a simple budget together. Look for user-friendly personal finance management 
software or check for links offered on some bank web sites. Have open dialogues with your kids and answer any  
questions they might have about money before he or she heads out on their own. 

Rising gas prices, uncertainty in oil-producing nations and 
on-going environmental concerns have led consumers 
to become more vocal in their support of research and 
manufacturing efforts to produce reliable, sustainable 
sources of alternative energy to power the increasing 
number of vehicles used around the world. 

Since the early days of the automobile in the United States,  
efforts have been made to develop alternative fuel sources 
that are cleaner, more efficient, environmentally friendly 

and sustainable. Some of the first attempts at developing 
alternative fuel include efforts by Henry Ford to harness 
nature as a source of energy. This included mixing coal 
by-products with gasoline, using propane, zero-emission 
hydroelectric energy and building a farm tractor that could 
run on alcohol as well as gasoline.

While fossil fuel (gasoline and petroleum products) 
currently represents the primary source of power for 
automobiles, interest in and limited use of new alternative 

•   Maintain a budget 
Before you leave home in the fall, understand how much money you will 
need each month for living expenses and any extras. Then, keep track of  
everything you spend. If you find it is difficult to stay within your limits, review  
where you have spent your money. Remember, little purchases can add up 
quickly, so you may need to rethink decisions like eating out, daily lattes and 
impulse purchases. This doesn’t mean you’ll never be able to splurge on 
something special, you just have to prioritize and determine what is most 
important with the funds you have to get you through the month.

•   Look for bargains 
On-campus life offers benefits for students in the form of cafeteria 
meal plans, reduced prices for used books or book rentals, and student 
discounts for event tickets, transportation, food and other services. 

•   Avoid unnecessary fees and fines 
Make sure you’re aware of limits and fees related to campus resources, as  
well as class materials, organizational dues and living expenses. Fines on 
overdue library books, parking violations and late housing payments, along 
with fees for a banking account and ATM usage, can add up quickly.

•   Limit credit 
As a college freshman, the credit card companies will target you with the 
opportunity to sign up for one of their cards. Before you do, make sure you 
understand the credit limit, interest charges, any annual fees and penalty 
fees before you fill out the application. The interest from carrying a high 
balance and late fees will quickly add up.  



Teachable Moment
While these alternative 

fuels offer advantages over 
gasoline such as being more 
environmentally friendly, renewable 
and available domestically, some 
require specially-designed engines, 
provide fewer miles per gallon, are 
less readily available and can be 
more expensive to produce.

If your family is considering a car 
that uses alternative fuel, assign 
each family member with a different 
type of fuel and research the pros 
and cons it offers. Some things to 
look at include:

•   Efficiency 
How many miles per gallon  
or charge?

•   Overall cost 
How much to purchase price  
and maintain?

•   Emissions output 
What is its carbon footprint?

•   Fuel availability 
Where’s the nearest place  
to fill up?

fuels and hybrid power are quickly gaining momentum. Especially as new  
car buyers are looking for greater operating efficiency.

When someone mentions a hybrid vehicle, one of the first images that 
comes to mind for most people is a smaller, somewhat awkward looking 
car. This vision is based on the early hybrid models which pursued extreme 
aerodynamics and required large bulk space for battery cells. While most 
hybrids on the road today still combine gasoline engines with an electronic 
power source to extend the mileage range, they are taking on more 
traditional styling and include trucks, coupes and sedans.

As fuel supply and environmental concerns continue to grow, it is possible 
that the following alternatives could make their way into the marketplace.

•   Ethanol is an alcohol-based fuel manufactured mainly by fermenting and 
distilling starch crops, such as corn. However, it also can be made from 
trees and grasses. Ethanol blends include E10 (or gasohol), a blend of  
10 percent ethanol and 90 percent gasoline and E85, a blend of 85 
percent ethanol and 15 percent gasoline.

•   Natural Gas is one of the cleanest burning alternative fuels. It is a  
fossil fuel comprised mostly of methane and can be used in the form  
of compressed natural gas (CNG) or liquefied natural gas (LNG) to  
fuel cars and trucks.

•   Propane Gas or Liquefied Petroleum Gas (LPG) is a clean-burning 
fuel for powering internal combustion engines. LPG-powered vehicles 
produce fewer toxic and smog-forming air pollutants. LPG is usually  
less expensive than gasoline and comes from domestic sources.

•   Hydrogen is a potential environmentally-friendly source of power for 
cars and trucks that could dramatically reduce the need for imported  
oil, however it is currently expensive to produce and only available in 
limited areas.

•   Biodiesel is a form of diesel fuel manufactured from vegetable  
oils, animal fats or recycled restaurant 
greases such as those used to 
make french fries. Biodiesel 
is safe, biodegradable 
and produces less 
air pollutants than 
petroleum-based diesel. 
There are several 
blends of biodiesel 
that can be safely 
used in most diesel 
engines. However, 
grease or vegetable oil 
should never be used 
as fuel before it has been 
converted to biodiesel. 
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 Teachable Moment
 If your teen has a job, 

spend time together looking at  
their paycheck. Look at the total  
income they earned, then identify the  
amount withheld for federal income 
taxes, social security taxes and  
state and local income taxes (Not  
all states or localities charge this). 

Help your teens understand the 
kinds of services you and your family 
receive as a result of the money that 
is withheld from their paycheck.

The Role of the IRS
The Internal Revenue Service (IRS) is a bureau of the Department of the 
Treasury, within the United States Federal Government. The IRS is responsible 
for collecting taxes and enforcing of the Internal Revenue Code. Its role is 
to help the large majority of compliant tax payers with the tax law and make 
certain those who challenge the law still pay their fair share. 

The IRS, in some form or another, has been around a long time. In July, 1862, 
during the Civil War, President Abraham Lincoln and Congress created the 
original office of Commissioner of Internal Revenue. At the same time, the 
Revenue Act of 1862 was passed as an emergency and temporary war-time 
tax to pay for war expenses. 

Over the years, the amount of taxes people paid was often driven by the  
needs of the country. For example, in 1918, during World War I, the top  
income tax rate rose to 77 percent. These funds were used mostly to help 
finance the war effort. It dropped sharply in the post-war years, and then rose 
again during the Depression. 

During World War II, Congress introduced payroll withholding and quarterly tax 
payments as a means to expedite the process of collecting taxes.

In fiscal year 2010, the IRS collected more than $2.3 trillion in revenue and 
processed more than 230 million tax returns. As a model of efficiency, the 
IRS spent just 53 cents for each $100 it collected.

What are taxes? 
Taxes are payments of money to the government that provide public 

goods and services for the community. Some examples of public  
goods are parks, street lights, and roads and highways. Public 
services include welfare programs, sanitation, law enforcement  
and education. 

Annually, “Tax Day”, unless it’s a weekend or holiday, falls on April 
15. This is the day which individual tax returns are due to the 
federal government and to most state governments.

Learn about the IRS 
The website for the IRS is irs.gov. Under the Individuals tab, there 
is a Students link. In partnership with education professionals, 
the IRS has created an Understanding Taxes site that offers an 
interactive tax education program for high school and community 
college classrooms. The Understanding Taxes activities are 
geared toward helping students understand the factors that 
impact the taxes they will pay.

In addition, lesson 1.5 of the Yes, You Can curriculum, available at 
YesYouCanOnline.info, provides activities that help students make 
the connection between their earnings and the taxes they pay.

Resources from both the IRS and Yes, You Can are available at 
no-charge. 
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Making Sense of Common Investment Terms

Teachable Moment
 Help your students and family understand how financial markets can fluctuate. The website djaverages.com  
provides interesting daily facts about one of the most widely-cited market indexes – the Dow Jones Industrial  

Average. The site also includes a Learning Center which provides interactive tools that illustrate the rise and fall of  
the markets over time.

  

Ever wonder why bulls and bears are used to describe 
the state of the stock market? Here are the meanings  
of some common investment terms. 
 
Bull Market vs. Bear Market 
Many believe that the use of “bull” and “bear” 
to describe anything traded – stocks, bonds, 
currencies and commodities – comes from 
the way the animals attack their foes. A bull 
thrusts its horns up into the air while a bear 
swipes its paws downward. These actions 
are metaphors for the movement of the 
financial markets. If the market is moving  
up, it’s a bull market. If the trend is down,  
it’s a bear market.

Specifically, when investment prices rise faster than their 
historical average over a prolonged period of time, the 
market is deemed “bullish.” Bull markets are characterized 
by optimism, investor confidence and the expectation that 
strong performance will continue. 

In contrast, a bear market is marked by widespread 
pessimism and lack of investor confidence, causing a 
decline in securities trading for an extended period of 
time. The greatest bear market in U.S. history occurred 
during the Great Depression in the 1930s when the 
market lost more than 89 percent of its value.

If the period of falling or rising stock prices is short  
and immediately follows a period where stock prices 
moved in the opposite direction, it is not categorized as  
a bull or a bear market. Instead, this period is considered  
a market correction.

Wall Street 
Wall Street is both the name of a street in New York’s lower 
Manhattan and the name given to the financial district which 
surrounds it. Regarded as the center of American finance, 
Wall Street is home to the New York Stock Exchange, many 
major banks and financial investment firms.

Wall Street’s name was derived from an actual wall that 
was built during the 17th Century by settlers who wanted  
to protect the area from invaders.

GDP 
Think of the gross domestic product (GDP) as the size of 
the economy. The GDP is one the primary indicators used 
to gauge the health of the country’s economy. It represents 
the dollar value of all goods and services produced by labor 
and property located in the United States, regardless of the 
producer’s nationality.

Most often, GDP is expressed as a comparison to the 
previous quarter or year. For example, if the year-to-year 
GDP is up 3 percent, then the economy has grown by 3 
percent over the previous year. According to data from the 
Bureau of Economic Analysis, GDP can fluctuate widely 
from year-to-year. For example, its all time annual high was 
27.2 percent from 1941 to 1942. Its record annual low  
was -23.2 percent from 1931 to 1932. 
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Yes, You Can Prepare for the Future

How Would Your Family  
Live Without You?
Estate Planning Helps Secure Their Future
While it’s true that “you can’t take it with you,” with proper 
planning you can make sure that the assets you leave behind 
when you die will be properly distributed the way you want. 
That’s the main purpose of “estate planning,” the term used for 
the strategy you develop to transfer your assets after your death.  

Part of developing an estate plan is to review your net worth and determine if 
you need to purchase life insurance to supplement your assets. The purpose 
of this insurance is to replace your future income and provide your survivors 
with the necessary funds they need to feel secure. 

In Yes, You Can… Achieve Financial Independence,  
American Century Investments founder James E. Stowers 

recommends determining the amount of money you 
would need to provide for your survivors’ living  

expenses, education and other needs. 

Ask yourself:

•   What lifestyle do you want your family  
to have?

•   How much income will they need  
each month?

•   Where can this money come from?

•   How much cash is needed today  
to provide this future income?
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“Once you know what’s needed, build a team of trusted advisers, beginning 
with a financial planner who understands the importance of creating a plan 
for managing and distributing your assets, both during your lifetime and after,” 
recommends Melissa Dailey, American Century Investments’ Investor Center 
manager. Other members of your team will likely include an accountant, 
insurance agent and an estate-planning attorney who will draw up the 
appropriate documents.

Your team of advisors will help you decide exactly what should be in your 
estate plan. Some of the documents that could be part of your estate  
plan include:

Will 
A will is a document that designates how your property should be distributed 
at the time of your death. Without a will, your assets could go to “probate”,  
a legal process where your assets are held prior to distribution in order to  
authenticate ownership. When an estate goes to probate it becomes public 
record and may take years before the courts can validate the assets. Once 
validated, the state determines how the assets are distributed to your 
survivors. That means there’s no guarantee that they will be distributed  
per your wishes or your heirs’ needs.

Trust 
There are many types of trusts and each type serves a specific purpose in 
how your assets are protected and distributed upon your death. A trust can 
expedite the distribution of your assets, let you put conditions on how your 
assets are distributed and may help reduce your estate taxes. In addition, 
assets in a trust are not subject to the delay or publicity of probate.

Living will 
This is also known as an advanced medical directive. Through this document 
you designate who can make medical decisions on your behalf should you 
no longer be able to make those decisions for yourself. A living will is your 
opportunity to spell out what type of life-sustaining medical intervention 
should happen if you become terminally ill.

Powers of attorney 
Just as a living will designates someone you trust to make medical decisions 
on your behalf, assigning someone the power of attorney allows that person  
to act on your behalf to manage your financial affairs and other aspects of  
your life should you be unable to do it for yourself. 

Guardianship designation 
If you’re a parent with minor children you should consider who you want to 
serve as their guardian upon your death. Typically, the surviving spouse will 
become their guardian. If there isn’t a surviving spouse, then you need to 
determine which relative or trusted adult you want to care for your children. 
Prior to naming guardianship, you should discuss with the future guardian 
their desire to take on this responsibility and consider how you might provide 
them the funds to support your children’s future needs such as food, clothing 
and education. 

       Teachable Moment
      “When selecting potential  
 guardians for your children, 
think through how you’d want them 
raised and what education they’ll 
need,” Melissa Dailey recommends. 

If you’ve selected a guardian in  
another state, she suggests 
arranging visits where they can 
become comfortable together.  
At the appropriate age, also 
reassure your kids that you’ve  
made plans so they’ll be taken  
care of no matter what happens.

You can estimate the current 
size of your estate and possible 
tax liability by using the Net 
Worth Calculator found at  
americancentury.com. 

Calculators are found under  
the Planning tab.
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  Teachable Moment
   Have your kids list five things your family purchases on a regular basis, for example shampoo, laundry soap and 
bleach. On your next trip to your local grocery store, make a note of how much those products cost. Then check out  
similar products at a nearby dollar-store. Calculate the amount you would save on a single purchase, then multiply that 
to understand the savings you could see over the course of a year. The savings might surprise you!

 
 

Digging for Deals – Have You Explored Dollar Stores Lately?
Some call it the “dollar-store economy.” Others call it 
“the new consumerism.” Still others call it a national 
trend toward belt-tightening or “deleveraging.” Whatever 
you call it, the popularity of shopping at dollar-stores 
continues to increase in today’s economy. 

Dollar stores are no longer just serving their loyal 
customer base of do-it-yourselfers and those with a 
modest income. Today they are enjoying an influx of new 
customers, including more affluent households, which are 
turning to the stores during this time of “financial anxiety.” 

It should be no surprise that dollar stores have gained in 
popularity as consumers become more frugal and aware 
of their spending. According to the U.S. Bureau of Labor 
Statistics, the average annual expenditures per consumer 
fell in 2010 for the second consecutive year. Instead of  
spending, consumers appear to be reducing their personal  
debt by paying off bills, putting away their credit cards 
and accelerating their mortgage payments. 

So how have dollar stores gained traction and snagged 
the attention of such a broad – and expanding – customer 
base? Think back to the popularity of the “dime stores” 
from 40- to 50-years ago. Dollar stores are price-point 
retailers that can, and do, sell things for less. Typical 
product lines include cooking and kitchen supplies, 
organizational supplies, home decor, novelties, toys, 
personal hygiene products and holiday decorations.

Dollar stores are able to sell merchandise less expensively 
than other stores thanks to their lower rents, no frills 
structure and lean employee base. In addition, the 
products – often generic or private label – may be 
specially manufactured overseas using less expensive 
ingredients. Occasionally some of the products will also 
be name-brand close-outs or discontinued merchandise. 

Another big plus for dollar stores is their convenient 
locations. They are often found in strip malls that offer 
easy access for a quick shopping trip. Where customers 

may shop big-box stores for 
the bulk of their necessities, 
they are more frequently 
turning to dollar stores to  
fill in the gaps. 

It should be no surprise then 
that Dollar General plans to 
open 625 new stores within 
the next year and that Family 
Dollar plans to open 300 
new stores.

As you consider whether 
to make dollar stores part 
of your shopping routine, 
be sure you’re getting your 
money’s worth. Do some 
research to make certain  
the quality of what your buy 
is worth what you pay. 



  Teachable Moment
  When your kids want something they don’t have the money to buy, help them sign up for a layaway plan. They’ll 
gain experience in disciplining themselves as they figure out how to earn the money, save it, make regular payments 
and track their progress. They’ll also learn the value of “delayed gratification” when they discover the good feeling that 
comes from acquiring what they want through their own “sweat equity.”

9

It’s Back! Layaway Can Be a Smart Way to Buy
It seems that fashion trends always come back, so it 
shouldn’t be a surprise that layaway plans have returned. 
For those who use a cash-only policy, layaway can be a 
great way to buy both high-dollar necessities and luxuries. 

What exactly is layaway? It’s a retail plan that allows 
you to make monthly installment payments on big-ticket 
purchases. Usually there’s a down payment, plus a small 
fee, to hold the item in the storeroom. Once the item is 
“paid in full,” you get to take it home.

Layaway first became popular during the Great Depression 
when people lacked money to buy merchandise outright. 
But as “buy now, pay later” became the norm, layaway lost 
its appeal. By 2007, Kmart claimed to be the only major 
chain still offering the option, with 3.2 million customers 
using its plan.

Consumer Reports says it “applauds” the return of 
layaway plans, noting that they “were great because they 
instilled discipline – you couldn’t have what you couldn’t 
afford.” The consumer watchdog notes that the sluggish 
economy has generated renewed interest, with many 
major department stores and discounters again offering 
plans. Walmart, for example, started offering layaway  
during the 2011 holiday season, and industry experts 
expect the program, if successful, to become available  
all year. 

Here are some of the benefits of layaway that  
customers are rediscovering:

•  It saves you money by avoiding store credit  
card rates that can exceed 20 percent.

•  It helps you afford higher-quality items that  
provide more durability and desired features.

•  It locks in the price and ensures the availability of  
items you don’t need yet, such as seasonal clothing, 
furniture for your new home, an engagement ring –  
or even a crib for a new baby on the way!

As a smart shopper, make sure you read and understand 
the plan’s requirements, including any cancellation fees, 
and keep detailed payment records. Check with the 
Better Business Bureau to ensure that the retailer is in 
good standing. If it closes its doors, you could lose money 
already paid.

Today, layaway is no longer limited to brick-and-mortar 
stores. Online shoppers can now take advantage of 
options such as elayaway.com, which provides plans  
for dozens of well-known retailers that sell clothing,  
electronics, mattresses, housewares, appliances  
and other merchandise.

January is also a good time to check with your bank to 
see if it offers a holiday savings club, another traditional 
layaway-style savings plan. The accounts earn a small 
amount of interest, but the main advantage is that you’ll 
have cash in hand by December for gift-buying, helping 
you resist the temptation to run up credit card bills.

The adage: “Good things come to those who wait”  
is certainly true with layaway where patience  
and discipline can pay off. 
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With the ongoing flow of media attention sharing what 
celebrities and athletes earn, do you ever wonder about 
your own worth in the marketplace?

For many, in the past decade wages have stagnated,  
and the pay and benefits of workers and service providers 
have been challenged. With unemployment still around  
9 percent, many workers are taking pay cuts to keep  
their jobs or accepting lower pay in order to get work.

To determine the going rate for the skills you offer, you’ll 
need to do some research. Online resources provide 
salary calculators along with job search tips, such as  
how to negotiate. Some websites to explore include:

U.S. Bureau of Labor Statistics: bls.gov/bls/blswage.htm
CareerBuilder: cbsalary.com   
Kenexa: salary.com 
Payscale, Inc.: payscale.com 

Trade associations are another good source of information.  
These often offer salary surveys, networking opportunities 
and job leads to aid in your search.

These resources won’t provide exact amounts, but offer 
salary ranges and estimations. There are many factors 
and considerations which can influence your earnings 
potential, including:

Credentials – An advanced degree, certifications, licensing 
and extra training can increase your earning power.

Experience – The more years in your field, the higher  
the salary you may be able to get.

Location – While you might be able to earn more in a  
big city, keep in mind that your cost-of-living may also  
be higher. Many organizations will base their salaries to  
be competitive to where you live, not the national average.

Demand – Certain careers are in higher demand than 
others. The basic laws of economics apply. The higher  
the demand and lower the supply, the more something  
is worth. In this case, that “something” is you and the  
skills you bring to a job. According to msnbc.com some 
jobs in high demand include nurses, accountants and 
software engineers.

For young adults entering the workforce as well as others  
in a job search, LinkedIn.com is a good place to present 
skills and look for networking opportunities, suggests 
Debbie, a consultant with more than 20 years’ experience 
as a corporate recruiter. 

“Make a cold call to a high-level manager in a field you’re 
interested in, and ask for a 20-minute informational 
interview,” she recommends. “Most people are flattered,  
and will give you valuable information on what skills you 
need and your long-term earnings potential.”

Remember, too, there can be more to work than a 
paycheck. “Find work that will also unleash your passion 
and use your best traits to their fullest,” Debbie advises. 

What Is Your Work Worth?

Teachable Moment
 Encourage your kids  
 to do some research 

before offering their services for 
dog walking, yard work or baby-
sitting. Have them ask friends  
what they charge or other adults 
for advice on how much they 
would pay. 

Online resources, such as 
smartbabysitting.com, also offer 
guidance, which includes taking 
into consideration their own age, 
experience, the age of the client’s 
children, extra tasks required and 
transportation costs. 
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Teachable Moment
 There are many different types of investment bonds, including municipal bonds, U.S. government securities,  
 corporate, mortgage and asset-backed securities, federal agency securities and foreign government bonds. Online 

resources like those from The Bond Market Association (investinginbonds.com) or Bonds Online (bondsonline.com) provide 
information about bond prices and research data. Visit these sites to learn about possible investment bond opportunities 
located in your area. If you find a local corporation or municipal project that interests you, try to learn more about the funds 
raised through the bonds will be used and watch as the progress of these specific projects take shape.

Bond Rating Agencies Provide Insight  
into Potential Investment Risk

 

As worries persist about the sporadic ups and downs 
of the stock market, investors may be giving bond 
investments a second look. According to an Oct. 3, 2011 
article in Bloomberg News, the sluggish economy has 
led to the biggest bond rally in three years. But, in today’s 
challenging environment, how do investors know which 
bonds to consider? 

While many think that bonds are a relatively safe 
investment, there are risks involved. Corporations, 
municipalities and government entities are all affected 
by volatile economic conditions, regulatory and political 
environments and attitudes toward risk and other 
circumstances. Bond ratings were designed to help 
investors understand the risk involved with the purchase  
of investment bonds. These ratings assess this risk based 
on the bond issuer’s ability, over the life of the bond, to  
make scheduled interest and principal repayments to  
bond holders.  

There are three primary bond rating agencies in the United  
States – Standard & Poor’s, Moody’s and Fitch Ratings. 
While each company provides investors with information 
that helps them judge the quality and safety of a bond, they 
use different rating systems to rate a bond’s investment 
grade. Each agency has 10 credit ratings for investment 
grade bonds (which are those rated as likely to meet 
payment obligations). These range from Aaa to Baa3 for 
Moody’s and AAA to BBB- for Standard & Poor’s and Fitch 
Ratings. Bonds that are considered to be questionable 
investments (non-investment grade or junk bonds) are  
given ratings from Ba1 to C for Moody’s and BB+ to D  
for Standard & Poor’s and Fitch Ratings.

Bond rating agencies use somewhat different criteria  
to reach their rating grades. Their assessment of the 
financial health of the bond issuer includes consideration  
of the following:

• Economic conditions 
• Fiscal/financial performance of the bond issuer 
• Debit structure of the bond 
• Management quality and practices 
• Demographic factors

Even though bond ratings give investors access to a great 
deal of information about the risk that might be associated 
with a specific bond issuer they provide a limited view of a 
bond’s potential. Experienced bond investors supplement 
the rating agencies data with professional credit research. 
They also explore diversification using established bond 
mutual funds rather than buy individual bond issues. 

It’s important to note that bond ratings aren’t perfect and 
cannot predict if an investment will increase or decrease  
in value. As with any investment, bonds may lose value  
and the initial investment could be lost. 
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A Lesson on Credit Card Debt
As the holiday season winds down, many 
people will open their mail to find higher  

than normal credit card bills. Some of these 
bills will come with generously disguised offers 

to skip your next payment or suggest only a 
minimum payment. While it may be tempting  
to take advantage of these invitations, the truth 
is, it will cost you a lot more in the long run.

Consider the numbers in the following table  
  as you decide how you’re going to approach 

your credit debt and the value of skipping  
or making minimum payments.

The Cost of Paying the Minimum 

Credit Card Balance  $8,000
Minimum Monthly Payment Interest + 1%
Minimum Payment Allowed $10
Interest Rate   18%
Months to $0   360 (30 years)
Interest Paid   $11,616
Total Payments   $19,616

The above calculation assumes you will not  
be making any new purchases with this card.  
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