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“Risk
comes
from
not
knowing
what
you're
doing.”

-Warren
Buffet
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How Much Do You Know Abont Buying A House?

As young people, there are two °
big purchases many of us will
make: buying our first home and

Knowing how much
house you can afford

buying a car. Lots of people have e Using a professional
their views on buying a house. All
too often we race to lease an e Researching the housing

apartment without knowing all the market
facts and benefits that come with
buying a house. In the August

edition of Black

do not have good credit, don’t
worry you too can buy a house.
To improve your credit scores try
to pay your bills on time and keep
your available balance on your
credit card under 30%.

You need to know your true
income. Compile an itemized list
of your monthly income (monthly

Enterprise there was
an article on buying a
home informing
readers on what they
should look out for.

Back in 2006,
African-Americans
had a 48.2% rate of
homeownership.
According to the
Black Enterprise
article there are two
important reasons for
homeownership: the
equity in a home is
the largest asset
most people have

pay, interest earned on
investments, and any
money you may receive
during the month), fixed
expenses (car
payment, child care,
and utility bills), and
variable expenses
(credit card payments,
cell phone bill and
groceries). Then
subtract your fixed and
variable expenses from
your income to get the
amount left to see how
much money you have
available.

and homeownership
encourages owners to engage in
sound financial decisions in their
investment decisions, credit
management, and retirement
plans.

e  Knowing the amount of
mortgage you feel
comfortable with

e Researching buyer

programs in your area
The question becomes where do
you start? To answer this ques-
tion you need to look into your
financial history. That means
checking your credit and savings,
but is that all? Of course not, you
need to know what steps will in-
crease your chances of buying a
home.

e Having a home
Inspector

e Being prepared for
closing

e Saving

It is very important when trying to
purchase a house to maintain a
strong credit score. You can get a
free credit report annually from
the three credit bureaus:
Experian, Eqgifax, and
TransUnion. Having a strong
credit score will aid you in
qualifying for a mortgage and
lowering your interest rate. If you

Black Enterprise listed 10 things
you need to know in order to
prepare for purchasing a home,
such as:

e Checking your credit

e  Knowing your income

This method can also
help determine if you are over
spending and in what area to
decrease your spending. Based
on the amount from your
calculations, you can determine
how much mortgage you can
afford. Having that in mind, you
can get pre-approved for a
mortgage to see how much house
you can afford. It is always best to
know the how much you can
afford before you go looking for a
house. There is no greater
disappointment than finding a
house that you love and not being
able to afford it.

Next, do research on the housing
market. This step is essential
because it allows you to review
different neighborhoods, homes,
and price ranges. Once you have
selected some areas, check out
the crime rate, school system,
and transportation. Did you know
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a good school district will
increase the value of your
home? To find this

like Fannie Mae, Ginnie Mae,
and HUD. So before you
decide on a mortgage, look

information about the schools for home buying programs

and neighborhood values,
visit the following websites:
www.schoolmatters.com ,
www.zillow.com, and
www.propertyshark.com .

After selecting your area of
interest, go to homebuyer

workshops to learn about the

different types of mortgages
and first-time buyer
programs, that offer
assistance on down
payments and closing cost.
You may want to research
other assistance programs
from government agencies

In July, the interns
participated in a financial
literacy conference call with
Mr. Adrian Johnson, Vice
President and Treasurer of
MECU of Baltimore and Mr.
John Godwin, Vice
President of Business
Development at MECU. Mr.
Johnson and Mr. Godwin
discussed credit and how it
affects your life, tips for
keeping it in good standing,
good investment tools,
saving tactics, why it is
important to save, as well
as good additional financial
advice.

that can assist you on this
important investment.

Last but not least, save as
much as possible. It is
recommended that you save
three months of your salary
before buying a house.
Remember the calculations
you made in the previous
paragraphs? Use that
information to help save for
moving cost and emergency
funds. The average closing
cost is about 3% to 5% of the
purchase price and the down
payment is 5% to 20%. The

They also went over the eight
steps to financial success,
which consists of:

e Investin your dreams

e Use your human resources
(network)

e  Have afinancial plan

e  Reduce your Debts

e Own your own home

e  Insure your dreams

e Investin the stock market

e Own a business

Let's focus on saving.
Becoming knowledgeable on
saving techniques will benefit
you in the long run. A lot of us
are not considering what we
are going to live off of after we
retire. Did you know there is a
strong possibility that you will
not have any social security
when you retire? While there is
still time, we need to start
planning for the future. There is
no better time then today to

more money you save the
better prepared you are for
purchasing your first home.

Because this is one of the
biggest purchases you will
make, why not be prepared
with the right information to
help you succeed. Knowledge
is important and the more you
know the more you can benefit
from the rewards of buying a
home. Now how much do you
know about buying a house?

start saving. If you adopt some
good savings techniques, you
can avoid the hassle of
wondering where you will get
the money.

There are several ways to
save. You can open a savings
or money market account with
a credit union or bank, invest in
a 401k plan, open an IRA, and
invest in stocks and mutual
funds. Let's examine each one.

When saving money at a credit
union or bank, research rates to
find which institution will give
you the highest rate for your
money. The goal of a savings
account is to save and earn
interest on your money. This
should be money that you do
not plan to use on a daily

basis. You can also open a
money market account that is
similar to a saving account. The
difference between the two is
the money market earns more
interest because the rates
follow market rates and your
money is less accessible.
Before opening these accounts,
research the financial institution

"You
cannot
motivate
the best
people with
money.
Money is
Just a way
to keep
score. The
best people
in any field
are
motivated
by
passion.”

- Eric S.
Raymond



“Plan for the
unplanned
and you'll
level out the
ups and
downs of
your
financial
roller
coaster.”

—Jesse Mechum

MAKING WAVES

PAGE 4

Money Wise

to see what rates and fees they
offer. You can also visit
www.bankrate.com to the
different institutions and their
interest rates.

401k plans are offered by your
company to help you save
money for retirement. Lots of
companies offer a matching
system whereby they match
your contributions by a certain
percentage. The goal of the
401k plan is the help you save
as much as possible. The 401k
is designed so that you can
increase you contributions
whenever you like. Your
company will supply you with
the recommend contribution
percentages for you age. Not
only are you saving for
retirement but you are placing
your self in a lower tax bracket.
How? Well you contribution
amount comes out of your
pre-tax pay. And you can take
your 401k to another job. Just
go to your Human Resources
department to gather more
information on 401ks.

IRAs are also for saving for
retirement but are different from
a 401k because you can open
an IRA at a credit union or bank
and make limited contributions.
The contribution amounts are
set by the IRS. Each year there
is a contribution limit, i.e. In
2007, you can contribution up to
$4,000. You can have more
than one as long as you do not
exceed the contribution limit.

IRAs are designed for one
individual whereas a savings
and money market accounts
can have a joint owner added.
This means if you are married
that you and spouse would have
two separate IRAs but can
contribute up to a combine total
of the contribution limit, i.e.
$8000 for 2007. There are two

different types of IRAs: the
Traditional IRA and the Roth
IRA. You can visit www.irs.gov
to find out more information
about IRAs, and remember to
always seek advice from a tax
consult about IRAs.

But what else can you do to
earn more from your money.
What about investing in the
stock market? July’s
conference call touched a little
on this subject. Some of you

may remember your very first
finance class, hearing the
instructor tell you the higher the
risk the higher return. Well that's
true when investing wisely in the
stock market. History has
shown that investing in stocks
has provided the highest return
on any investment over time.
Stocks are a great way to earn
a high interest on your money.
When you sale your stocks, you
will pay taxes on the money you
receive from the sale of your
stocks because it is considered
a gain from you investment.

Stocks are issued by companies
that investors can purchase to
own a share of the company.
They represent a claim on the

company's assets and earnings.

If you are looking to invest in the
stock market, you may want to
look at growth stocks. Growth
stocks are stocks from
companies who are looking to
post above average increases
in their sales and profits for the
year. You can invest in growth
stocks without overpaying using
growth at a reasonable price
(GARP). According to Zacks
Investment Research
Company, the Standard &
Poor’s 500 stock index has had
19 straight quarters with
double-digit growth. Consult a
financial advisor for more
information.

Mutual Funds allow a group of
investors to pool their money
together with a predetermined
investment objective. By
pooling money together in a
mutual fund, investors can
purchase stocks or bonds with
much lower trading costs than if
they tried to do it on their own.
But the biggest advantage to
mutual funds is diversification.
The funds are managed by a
fund manager. When you invest
in a mutual fund, you are
buying shares of the mutual
fund and become a shareholder
of that fund. Mutual funds can
be one of the best investments
you make because they are
very cost efficient and very easy
to invest in.

So you see that there is more
than one way to save your
money. Finding a savings
method that works for you will
give you peace of mind later on.
Keep in mind that diversification
is good; you would not want all
of your eggs in one basket. It is
your money, how will you make
it work for you?
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Do You Know What to 1.ook For in a Credit Card?

Everyday, or at least twice a
week, we receive a credit card
offer from various banks around
the country. These banks are
willing to offer high credit limits,
but what else should we look
for?

The ABC's of Credit Card
Finance list several essential
items to look in a credit card
such as:

e |ow annual percentage rate
e no annual fee

e agrace period of at least 20
days

e interest calculated on the
average daily balance
method

e and low penalty fees

To establish and maintain good
credit, you need to know the
essentials about credit cards.

There are two types of credit
card users— the convenience
user and the revolver. The
convenience user avoids paying
interest by charging enough on
their credit card that they can
payoff on their next statement.
The revolvers keep a revolving
balance on their account and
pay interest on the credit card
charges. What kind of user are
you?

Here are some do’s and don’ts
to follow when looking for the
right credit for you:

Try to have only one card.
Having more than one card
will persuade you to spend
more resulting in high
balances on each card.

Try not to use your credit card
for tuition, instead limit your
use to school expense such
as books. There are many
ways to pay your tuition
such as school loans,
scholarships, and grants.
You will find the interest a
lot cheaper this way.

Determine what you consider a
want and a need.
Differentiate between your
wants and your needs. Your
wants can lead to
overspending very easily.

Pay the full amount each month.
To avoid paying interest, you
should pay-off the full
amount. That means
charging only what you can
afford. And if you charge
more than you can afford,
always pay more than the
minimum monthly payment.

Send your payment as soon as
you review your statement.
If you are a revolver, send
you payment in as soon as
possible so you can benefit
from a lower average daily
balance and decrease the
amount of interest due.

Manage your credit card account
as if it was your checking
account. Check all of your
purchase to make sure all of
them are yours. Also keep
an eye on your balance so
you will know how much
money is left.

Keep all credit card receipts.
This will help you manage
you credit card account.
When you get your
statement in, check the
amounts against your
receipts.

Never skip payments. When
skipping a payment, you will
be charged the full amount
of interest and the next
month you will end up owing
more to the bank.

Always pay your bills on time. To
avoid late fees and bad
credit ratings, pay your bill
on when its due.

Never exceed the credit limit.
There’s nothing worse than
getting charged an over the
limit fee or an increase in
your interest rate.

Avoid taking cash advance.
Unless it is an emergency,

do not advance cash off of
your credit card. Make
sure you understand the
payment method
associated with the ad-
vances.

Watch for introductory rates. If
you get a card with a low
introductory rate, find out
when the rate will change
and the new interest rate.

Be careful with increased credit
limits

Always notify the bank if you
have a change of address
or a lost or stolen card

You can incur late fees and
become liable for unauthorized
charges all because you
missed the opportunity to call
the bank to change you
address or report your card lost
or stolen.

Some may say this is common
sense but thousands are
unaware of these tips. Check
your current credit card and
see how much of this
information do you know about
your card.

N5

"Too
many of
us are
spending
money we
haven't
earned to
buy
things we
don't
need to
impress
people we
don't
like."

- Proverb
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Michael Christian
Manager of Savings/Checking Branch
Navy Federal Credit Union

Marquell Coleman
Staff Accountant
MECU of Baltimore, Inc.
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Charter Seven Book Club

Just Because You May Be Low on Cash,
Does Not Mean You Can’t Be Rich in
Knowledge

The Power of Focus; Author, Jack Canfield,
Mark Hansen, Les Hewitt: How to hit your
business, personal and financial targets with
absolute certainty.

Talking Dollars and Making Sense; Author,
Brooke Stephens: A wealth-building guide for
African Americans.

Great Communications Secrets of Great
Leaders; Author John Baldoni; mastering the
vital communication skills that make leaders
effective. Leaders who communicate properly
and frequently in good times as well as bad
improve performance, get results, and create
a successful enterprise.

Speak with Confidence; Author, Dianna
Booher: Powerful presentations that inform,
inspire, and persuade.

Getting to Yes, Negotiating Agreement
Without Giving In; Author, Roger Fisher and
William Ury: A straightforward, universally
applicable method for negotiating.

Ten Minute Guide to Long-Term Retirement
Planning; Author, Mark E. Battersby: Retire-
ment planning is the all-inclusive guide to
retirement planning for people age 40 and
under. Each lesson is designed to help you
take steps today to accumulate enough sav-
ings and investments for your retirement
years.

Buying Books Online
Www.amazon.com

www.alibris.com

www.barnesandnobles.com
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