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Because Your Home is Serious Business

One Higher-Yield Alternative to a
Savings Account

A standard bank savings account is an unexciting parking spot for your money, but as long
as the fees don’t outstrip the miniscule interest rate, it’s better than nothing. Because
the interest rates are negligible, many people seek alternatives to savings accounts. One
alternative with much better yields is investing in a bond mutual fund. These are similar
to stock mutual funds, but since they’re based on fixed-income securities, they have lower
yields (and lower risk). But the return is still much higher than the .03 percent or so offered
by major banks.

Another difference is that in a stock mutual fund, your money is constantly shifted around as
the fund manager seeks better deals. In a bond mutual fund, the principal is parked, providing
investors with monthly dividends that include interest payments. Bond mutual funds can
therefore generate income, but investors often use them for portfolio diversification.

Understanding the Risks

Bond funds are less risky than stock mutual funds, but more risky than savings accounts,
which are protected by FDIC insurance. There are no such guarantees for bond mutual
funds, even though many of the bonds included in the fund could be guaranteed by the
government or private insurance. In other words, the value of the fund can still rise and
fall. Like any investment vehicle, they are not guaranteed by the banks or brokerage firms
that sell them.

It’s also important to note that as the Federal Reserve raises interest rates, bond prices fall.
This contributes to the overall risk you assume when you buy a bond mutual fund. If you're
interested in exploring bond funds or any other investment vehicle, talk to an investing or
banking professional.
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What Documents Do You Need to Get a Mortgage?

Applying for a mortgage is a big step toward your future security, but
it’s one that requires a lot of planning and preparation. One of the most
stressful tasks you’ll have to complete is gathering all of the financial
paperwork that lenders need to determine your eligibility for a mortgage.
Here’s a list of the items you should have ready before you apply.

Proof of income: To demonstrate a steady income, you’ll need the
previous year’s W-2 form, a recent pay stub and your tax returns for
the previous two years. Self-employed people are likely to be asked for
additional items, including profit and loss statements. Contract employees
will need to have 1099 forms ready. The lender will also want detailed
information about all other sources of income, including child support and
alimony. (In this case, they may also require a copy of your divorce decree.)

These days, lenders are also taking into account changes in
compensation like stock options, and such employment contracts
would also demonstrate your future ability to manage a mortgage.

Retirees should include pension income and regular disbursements
from retirement accounts.

Some lenders may ask you to sign an IRS Form 4506-T or 4506T-
EZ, allowing them to get a copy of your tax return to verify the

information on your loan application.

Assets: The lender will require records of assets, including checking
and savings accounts, investment accounts, retirement savings, real
estate and auto titles. Include security accounts like stocks, bonds
and life insurance.

Debts: You’ll need to present a complete list of your debts, including
credit cards, auto loans, regular alimony or child support payments
and student loans, along with the balances and the monthly payments
for each item. (Calculating your debt-to-income ratio is beyond the
scope of this article, but paying down your debts is quite important
before applying for a mortgage.) The lender will also want to know if
you received the down payment as a loan from another party, along
with the repayment details.

If you’ve had a recent bankruptcy, you’ll need to provide bankruptcy
discharge papers. Finally, everyone listed on the loan needs to
provide their financial information, and the lender is likely to ask for
further information as the application process advances. As always,
consult your Mortgage Professional to determine what is best for
your specific situation.

The Hidden Danger of Early Retirement

Retiring from the workforce early to focus on personal interests, family
and leisure is a compelling goal, but one that has a hidden danger,
according to researchers from Cornell University and the University of
Melbourne in Australia. In a study recently published by the National
Bureau of Economic Research, the group reports a significant increase
in mortality for men who take early retirement and claim Social
Security benefits at age 62.

Specifically, they found a very large 20 percent increase in mortality
for this group. The results for women were less conclusive. Though the
researchers emphasize that this is still just a correlation, evidence suggests
that early death is directly linked to retirement. In the years before it
was possible to claim Social Security benefits at 62, there were no such
statistical increases in the incidence of death, a strong case for causation.

Though further study is necessary, the researchers speculate that
men who retire at 62 develop unhealthy lifestyle patterns compared
to their working peers, habits that make them prone to a number of

age-related maladies including cancer, diabetes and heart disease. The
researchers cite findings that men tend to become more sedentary
and watch more television after leaving the workforce.

They also observe that there’s nothing special about the age of 62—it
was simply a convenient age to study since there was comparable data
from working peers and men from previous decades. This means that
it’s highly likely that men who retire at any age also have a statistically
higher likelihood of mortality.

Forewarned is forearmed, and it’s never too late to adopt healthier
lifestyle habits that can extend your healthspan, prevent age-related
diseases and even lead to a longer life. The point is that finances are
not the only consideration when you plan for retirement. You should
also consider access to outdoor spaces and exercise, the cultivation of
a circle of friends, and a healthy eating plan such as the Mediterranean
diet, which is associated with longer survival. If you have any health
questions, it’s always best to consult your Physician.



