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FROM SMARTMONEY

Know your score to protect your credit

It used to be possible for almost anyone to be approved for credit cards, auto, personal or student loans, and
even mortgages. Since the global economy’s slowdown began in 2008, credit markets have tightened and the

rules of creditworthiness have changed.

Credit is harder to get.

You may find it more difficult to qualify for auto loans,

a mortgage, or new credit cards, even if you've had good credit
in the past. Credit is in shorter supply from banks and other
lenders that suffered major losses on mortgages and credit cards
as a result of the recession. Another reason is that the three
major credit bureaus — Equifax, Experian, and TransUnion —
changed their formulas for calculating credit scores.

What's a credit score?

The credit bureaus collect personal and financial information
about consumers from a variety of sources, including creditors,
lenders, utilities, debt collection agencies, and public records.
An individual’s credit report contains this data which credit
bureaus also use to calculate a credit score, ranging from 300 to
850 points. The higher the score, the better. Some factors that
affect credit scores include:

« Length of credit history

« Types of credit held

¢ Payment history

* Amount of credit used versus amount available

Banks and other lenders look at your credit score whenever

you apply for any loan or credit card. A high score makes the
approval process go smoothly and brings the best interest rates.

With a low score, you may pay higher interest rates, need a
co-signer for a loan, or be turned down.

A low credit score results from black marks on a credit record
caused by:

° Late payments

«  Too many applications for credit in a short period
* Alimited credit history or insufficient credit

* Bankruptcy

* Recordkeeping errors

To access your credit score
online, go to equifax.com,
myfico.com, or scorepower.com.
Review the terms of any trial
offers or fees carefully before
accessing your credit profile

or providing your credit card
information online.
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Request a free report.

Monitoring your credit report is an important responsibility.
Check the accuracy of your personal and financial data

by requesting your credit report regularly, at least once

a year. By federal law, you are entitled to a free annual credit
report from each of the three major credit bureaus. To order
your free copy, go to annualcreditreport.com, the Web site
maintained by the three companies. If you prefer, contact
them individually:

* Equifax (800) 997-2493  equifax.com
e Experian (888) 397-3742 experian.com

*  TransUnion (800) 888-4213  transunion.com

Improve your credit rating

Correct errors.

If your credit record is inaccurate, you could be denied
credit. Here are mistakes to watch out for: false late
payments, accounts that don't belong to you, accounts
you closed but that are still listed as open, and personal
information that is misspelled or outdated. If you find
a mistake, notify a credit bureau immediately.

Pay on time.

As soon as you receive a bill, check the payment due date
to be sure it hasn't changed. Know the key information
about your accounts: interest rates, number of days in
your billing cycle, fees for late payment, and the default
interest rate if you make a late payment. If you don't

pay your mortgage or bills on time, you will be charged
late fees and your late payment may be reported to a
credit bureau.

Be proactive.

With credit in short supply and unemployment rising,
more people are finding themselves in trouble when
their financial resources become limited. If you can't
keep up with payments, call your creditors right away.
Let them know about your circumstances and ask them
to work with you. If you need help, find a reputable
credit counselor.

Separating retirement
truths from myths

Myth: One income source will suffice.

Truth: Most retirees cannot rely on only one
income source to meet their financial needs.
You are likely to need income from a number of
sources: your employer-sponsored retirement
plan, Social Security benefits (if you are
eligible), and personal savings and investments.
Since you can't assume one income source

will be enough, take full advantage of every
opportunity to invest for retirement.

Truth: The vast majority of older people
maintain independent households in the
communities where they've lived for many
years, often near their friends and children.

Myth: Retirement means slowing down.

Truth: According to one poll, the majority of
Americans think of retired people as lonely,
bored, or in ill health. But the vast majority of
retirees see things differently. They describe
themselves as engaged in life, active, and in
good health. Some who retire begin a second
career, take a part-time position, or pursue a
busy schedule as a volunteer. Americans are
living longer, healthier lives than at any other
time in history.

CustomSolutions

FROM SMARTMONEY

Managing cash flow
during your retirement

If you want to stretch your retirement savings
to make them last, here are some money
management strategies to consider.

Delay if you can.

Try to postpone withdrawing money from your
retirement accounts so they continue to accumulate
tax deferred for as long as possible.

*

retiree corner

If your pension and Social Security income doesn’t cover
your living expenses, consider drawing down what you
need from bank accounts or taxable brokerage accounts
first. Your choice of which accounts to tap, the amounts,
and the timing can affect how well you live in retirement.

Withdraw wisely.

Smaller withdrawals from your retirement accounts

in the first few years after you retire could lead to
greater long-term financial security. You could give
your retirement savings a 90 percent chance of lasting
30 years if you withdraw no more than four percent of
your savings during the first year of retirement.

Later, you could increase your withdrawals annually
for inflation. Or you could skip the adjustment for
inflation for a few years, leaving more in your accounts
to continue compounding.

If your withdrawal rate must exceed four percent at the
beginning of your retirement, think of ways to reduce
your expenses. You want to limit how much you take
out of your accounts up front to minimize your risk of
running out of money.

Create a budget.

Track your expenses over a few months. Write down
what you spend on necessities, such as housing, food,
taxes, and insurance, as well as discretionary expenses,
such as travel and entertainment. Once you have a
budget in place, it's easier to calculate how much you
need to withdraw from your accounts. Knowing where
your money goes can also empower you to make the
most of it.

Review regularly.

To help stay on track, you and your spouse or partner
should review your income sources, expenses,
investments, and asset allocation every year.

Articles by SmartMoney and ING. Not intended to provide tax or investment advice.



