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FROM
JOHN CARROLL

I love Arkansas and I love our four
seasons, but I think we missed our
spring this year. This month’s
articles address concerns for
different seasons of life so I hope
you can glean a golden nugget for
yourself or maybe a friend or relative
this month. Have great summer.

DIRECTIONS FOR LIFE

A man of knowledge uses words
with restraint, and a man of
understanding is even tempered.

Proverbs 17:27

According to a Federal
Reserve study,
Americans use debit
cards more often than
credit cards, but the
total value and the
average value of credit
card transactions are
higher than those of
debit card transactions.

While consumers made 69.5 billion transactions
using debit cards, the total value of these
transactions was $2.56 trillion, with an average
transaction value of $37. Credit card usage
resulted in 33.8 billion transactions, with a total
value of $3.16 trillion, and a $93 average
transaction value.1

This reflects fundamental differences. A debit
card acts like a plastic check and draws directly
from your checking account, whereas a credit
card transaction is a loan that remains
interest-free only if you pay your monthly bill on
time. For this reason, people may use a debit
card for regular expenses and a credit card for
"extras." However, when deciding which card to
use, you should be aware of other differences.

Fraud protection
In general, you are liable for no more than $50
in fraudulent credit card charges. For debit
cards, a $50 limit applies only if a lost card or
PIN is reported within 48 hours. The limit is
$500 if reported within 60 days, with unlimited
liability after that. A credit card may be safer in
higher-risk situations, such as when shopping
online, when the card will leave your sight in a
restaurant, or when you are concerned about a
card reader. If you regularly use a debit card in
these situations, you may want to maintain a
lower checking balance and keep most of your
funds in savings.

Merchant disputes
You can dispute a credit card charge before
paying your bill and shouldn't have to pay it
while the charge is under dispute. Disputing a
debit card charge can be more difficult when

the charge has been deducted from your
account, and it may take some time before the
funds are returned.

Rewards and extra benefits
Debit cards offer little or no additional benefits,
while some credit cards offer cash-back
rewards, and major cards typically include extra
benefits such as travel insurance, extended
warranties, and secondary collision and theft
coverage for rental cars (up to policy limits). Of
course, if you do not pay your credit card bill in
full each month, the interest you pay can
outweigh any financial rewards.

Credit history
Using a credit card responsibly can help you
build a positive credit history because your
usage is reported to credit reporting agencies.
A debit card has no effect on your credit.

Money management
Using a debit card helps ensure that you don't
overspend. Because purchases are deducted
right away from your checking account, you
aren't in the dark about how much you're
spending. You can quickly check your balance
online or at an ATM, and see which purchases
are pending.

A credit card offers you the flexibility of tracking
your monthly expenses on one bill, which can
help you establish and stick to a realistic
budget. A credit card can also be used in
emergencies.

Considering the additional protections and
benefits, a credit card may be a better choice in
some situations — but only if you pay your
monthly bill on time. The good news is, you
don't have to choose just one option.
1 U.S. Federal Reserve, 2016 (2015 transactions,
most recent data available)
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Managing Money When You Marry: Financial Tips for Newlyweds
Getting married is an exciting time for a couple.
However, along with this excitement come
many challenges. One such challenge is how to
manage your finances together. The key to
success is to communicate with your partner
and come up with a financial plan that you both
agree on, since the financial decisions you
make now can have a lasting impact on your
finances in the future.

Map out your financial future together
Your first step should be to discuss your
common financial goals. Where do you see
yourself next year? What about five years from
now? Together, make a list of your short- and
long-term financial goals. Short-term goals are
ones that can be achieved in less than five
years (e.g., saving for a down payment on a
home or new car). Long-term goals usually take
more than five years to achieve (e.g., paying off
college loans, saving for retirement). Next,
determine which financial goals are most
important to both of you so together you can
focus your energy on them.

Prepare a budget
A budget is an important part of managing your
finances. Knowing exactly how you are
spending your money each month can set you
on a more clear path to pursue your financial
goals. Start by listing your current monthly
income. In addition to your regular salary and
wages, be sure to include other types of
income, such as dividends and interest. Next,
add up all of your expenses. It helps to divide
expenses into two categories: fixed (e.g.,
housing, food, transportation, student loan
payments) and discretionary (e.g.,
entertainment, vacations). Ideally, you should
be spending less than you earn. If not, you
need to review your expenses and look for
ways to cut down on your spending.

Consider combining bank accounts
You'll also need to decide whether you and
your spouse should combine bank accounts or
keep them separate. While maintaining a joint
account does have its advantages (e.g., easier
record keeping and lower maintenance fees), it
is sometimes difficult to keep track of the flow of
money when two individuals have access to a
single account. Fortunately, online banking
makes it easier to know exactly what is in your
account at all times. If you choose to keep
separate accounts, you might consider opening
a joint checking account to pay for common
household expenses.

Resolve outstanding credit/debt issues
Having good credit is an important part of any
sound financial plan, so this would be a good
time to identify any potential credit or debt
problems you or your spouse may have and try
to resolve them now rather than later. Order
copies of your credit reports and review them
together. You are entitled to a free copy of your
credit report from each of the three major credit
reporting agencies once every 12 months (visit
annualcreditreport.com for more information).
For the most part, you are not responsible for
your spouse's past credit problems, but they
can prevent you from getting credit together as
a married couple. Even if you've always had
good credit, you may be turned down for credit
cards or loans that you apply for together if your
spouse has a bad credit history. As a result, if
one of you had credit issues, you might
consider keeping your credit separate until your
credit situation improves.

Evaluate your employee and retirement
benefits
If you and your spouse have separate health
insurance coverage through an employer, you'll
want to do a cost-benefit analysis of each plan
to determine whether you should keep your
health coverage separate. Compare each
plan's deductible, copayment, and benefits as
well as the premium for one family plan against
the cost of two single plans. In addition, if you
and your spouse participate in an
employer-sponsored retirement plan, you
should be aware of each plan's investment
options, matching contributions, and loan
provisions. Review each plan carefully and
determine which one provides the better
benefits. If you can afford to, contribute the
maximum amount possible to your respective
plans.

Assess your life and disability
insurance needs
While the need for life and disability insurance
may not have seemed necessary when you
were both single, as a married couple you may
find that you are financially dependent on each
other. Having life and disability plans in place
will help ensure that your financial needs will be
taken care of if either of you dies or becomes
disabled. If you already have insurance, you
should reevaluate the adequacy of your
coverage and update your beneficiary
designations.
1 "Stress in America," American Psychological
Association, 2017

According to a survey by
the American Psychological
Association, 62% of
Americans are stressed
about money.1

The cost and availability of
life insurance depend on
factors such as age, health,
and the type and amount of
insurance purchased.
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Four Tips for Downsizing in Retirement
Going through years of accumulated
possessions and memories is probably not how
you envisioned spending part of your
retirement. It may sound like a daunting and
emotionally draining task, but downsizing could
be a savvy financial move, especially if you
haven't reached your retirement savings goals.

1. Set goals for downsizing
Before you make any decisions, think about
why you might want to downsize in the first
place. Is it because you want to save on
mortgage payments or other monthly
expenses? Or are you looking to free up some
cash to help pursue your lifestyle goals in
retirement?

No matter what your specific goals may be,
understanding the connection between them
and downsizing can help motivate you to follow
through with it.

2. Determine the best time to downsize
It's said that timing is everything, so choosing
when to downsize will be an important decision
to make. One benefit of downsizing early in
retirement is that mortgage payments and other
related expenses (such as utilities and real
estate taxes) could decrease, presuming that
you are downsizing to a less expensive
residence. This could mean you have extra
funds to pursue new hobbies and activities right
away in retirement. You might even be
fortunate enough to have sufficient funds from
the sale of a larger home to pay for a smaller
home with cash, thus eliminating or decreasing
your mortgage payment, or significantly
increasing cash flow.

But there may be advantages to delaying
downsizing. If you wait to do it later in
retirement, you might have a better sense of
just how much you need to downsize to support
your current lifestyle. Plus, timing your
downsizing plans with a stronger real estate
market could mean that you sell and/or
purchase a new home at a more opportune
time.

3. Be realistic about costs
There are several costs to think about if you are
downsizing your home: the worth of your
current home, the cost of a new home, and the
fees and expenses associated with relocating.
Before you start boxing up your belongings, run
the numbers. Start by contacting local real
estate agents to receive estimates of your
home's value. Compare the estimates so you
can develop an idea of how much you might be
able to get for your home. Research online to
see what homes in your neighborhood have

sold for recently — this can also help you
determine your home's potential selling price.

Take similar steps when you look for your new
home. One option that might be available is to
rent a new house or apartment for a length of
time before buying it. That way, you'll learn
whether the home and the location suit you,
helping you avoid buyer's remorse.

If you're buying a new home, don't forget to
account for the down payment, home
inspection, closing costs, and other associated
charges. Factoring all of the numbers into the
equation may reveal whether downsizing
makes the most sense for you and your
financial situation.

4. Consider downsizing your
belongings, not just your home
For some people, downsizing might simply
mean cutting down on clutter rather than
relocating. It's easier said than done,
particularly if you've amassed many belongings
over time. When purging your home, consider
the following:

• Take your time. Don't feel pressured to clear
out your entire home in one fell swoop.
Instead, make a plan to do one room or
section of your home at a time.

• Involve your children. If you have kids,
consider asking them for their help. Many
hands make light work, and your children
may end up expressing interest in items they
would like to have.

• Sell valuables. Maybe you can't find a new
home for that antique necklace you never
wear or the rare baseball cards collecting
dust in your attic. Consider having those
items appraised and selling them to an
auction house or online. Depending on how
many items you're selling and their worth, you
could wind up with quite a bit of money that
you can use to help cushion your retirement
fund.

• Donate gently used items. Find out if there
are any local organizations in your community
that could benefit from furniture, clothing, or
any other possessions in good condition that
you want to get rid of. Some donation outlets
may even offer free pickup of certain items,
saving you time and hassle.

• Clear out junk. Chances are you've
accumulated items that you simply won't be
able to give away or sell. Discard belongings
that serve no purpose other than taking up
space in your home. You might be surprised
by how much room you could free up.

Have you considered
downsizing in retirement?
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Past performance may not be indicative of future
results. Different types of investments involve varying
degrees of risk, and there can be no assurance that
future performance of any specific investment,
investment strategy, or product or any
non-investment related content made reference to
directly or indirectly in this newsletter (including
investments and/or strategies recommended or
undertaken by Smith Capital), will be profitable, equal
any corresponding indicated historical performance
level(s), be suitable for your portfolio or individual
situation, or prove successful. Due to various factors,
including changing market conditions and/or
applicable laws, the content may no longer be
reflective of current opinions or positions. You should
not assume that any discussion or information
contained in this newsletter serves as the receipt of,
or as a substitute for, personalized investment advice
from Smith Capital. If a reader has any questions
regarding the applicability of any specific issue
discussed above to his/her individual situation,
he/she is encouraged to consult with a professional
advisor of his/her choosing. Smith Capital is neither a
law firm nor a certified public accounting firm and no
portion of the newsletter content should be construed
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What is gross domestic product, and why is it important
to investors?
GDP, or gross domestic
product, measures the value
of goods and services
produced by a nation's

economy less the value of goods and services
used in production. In essence, GDP is a broad
measure of the nation's overall economic
activity and serves as a gauge of the country's
economic health. Countries with the largest
GDP are the United States, China, Japan,
Germany, and the United Kingdom.

GDP generally provides economic information
on a quarterly basis and is calculated for most
of the world's countries, allowing for
comparisons among various economies.
Important information that can be gleaned from
GDP includes:

• A measure of the prices paid for goods and
services purchased by, or on behalf of,
consumers (personal consumption
expenditures), including durable goods (such
as cars and appliances), nondurable goods
(food and clothing), and services
(transportation, education, and banking)

• Personal (pre-tax) and disposable (after-tax)
income and personal savings

• Residential (purchases of private housing)
and nonresidential investment (purchases of
both nonresidential structures and business
equipment and software, as well as changes
in inventories)

• Net exports (the sum of exports less imports)
• Government spending on goods and services

GDP can offer valuable information to
investors, including whether the economy is
expanding or contracting, trends in consumer
spending, the status of residential and business
investing, and whether prices for goods and
services are rising or falling. A strong economy
is usually good for corporations and their
profits, which may boost stock prices.
Increasing prices for goods and services may
indicate advancing inflation, which can impact
bond prices and yields. In short, GDP provides
a snapshot of the strength of the economy over
a specific period and can play a role when
making financial decisions. All investing
involves risk, including the possible loss of
principal, and there is no guarantee that any
investment strategy will be successful.
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