The Top Ten Reasons your Banker may NOT be telling you the whole truth about your CD (Certificate of Deposit).
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          This report was written to help you make an “educated decision” as to what happens when your CD matures and is (automatically) “renewed” by your bank.

 

          This may not be in your best interest considering just the Top Ten facts that I am going to reveal to you today. 

 

          Even if you renegotiate your CD with your bank on every maturity date, you should continue to read this report.  There are many reasons as to whether or not your CD is doing the best job for you.

 

Why do many investors choose CD’s as their main investment?

 

Here are some commonly perceived advantages:

 

It’s safe because of FDIC

It’s easy and conveniently invested

It’s liquid when needed

It’s right here in my bank

It’s what my husband always did

It’s with the nice people at the bank

          

But are you aware of the following Ten (10) reasons why your banker may not want to tell you the whole truth about your CD?  You may change your perception regarding CDs after you read the following detailed facts about them:

 

                    1.   Interest rates are too low

                              2.   No permanent interest rate guarantee

                              3.   Interest is annually taxable

                              4.   A CD can be garnished or seized

                              5.   A CD is subject to probate costs

                              6.   Withdrawal penalties continue

                              7.   No lifetime income guarantee

                              8.   IRA expenses

                              9.   The bank can pay off other debts

                            10.    No marketing participation

          On the following pages, I will explain how these facts affect your financial goals and, in certain cases, can even turn against you !
 

          They can prevent you from having worry free enjoyment of your “Golden Years”.

 

          They may even cause your estate to pay unnecessary fees when settlement time comes.  I will also make you aware of an alternative to CDs that will avoid some of the above-mentioned problems.
 

          First, discover some general facts about CDs you may not be aware of.

 

          When you invest in a CD, you are practically loaning your money to the bank.  They can’t just keep your money sitting there of course because the bank wouldn’t have any money to pay you interest!

          

          So, the bank turns around and lends your money to somebody else, and charges them a high interest rate.  The bank, of course, can’t loan your funds out for a longer period than the term of your CD.

 

          Should you choose to cancel your CD at maturity, the bank would have to give you back your money, plus interest.  If the loan to the borrower hasn’t been paid off, the bank could well be in trouble!

 

          To fund credit cards, for instance, the bank could use money from short term CDs.  You and I know the interest rates they charge on credit cards can be as high as 22.5%, depending on which bank you deal with.

 

          Guess what…. Your bank is now making 22.5% interest with your money.  How much are they passing on to you?  Now, if your bank makes so much profit with your money, shouldn’t they reward you by changing their Account Terms, Rules, and Regulations just a little bit in your favor?

 

          Of course, if they did, they would not be able to maintain all those posh buildings, own so many companies, and influence politics with their generous donations, would they?

 

          Believe it or not, some banks are actually considering charging you when you go inside and talk to a teller! Can you imagine, actually having to pay the bank to deposit your own money so they can increase their fortunes?

 

          Always remember, banks seem willing to loan you an umbrella when the sun shines, but they’re very quick to ask for it back when it starts raining.

Untold Reason #1
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Interest rates are too low
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          Currently the CD interest rates for one-year terms are averaging nationwide 2.27%, as shown below on the USA-Today graphic from Friday, May 4, 2001.  

***2007 RATES about 4.36%
          If we were to subtract an arbitrary 30% for taxes (State and federal combined if applicable) which would be due at the end of the year, your net return is now only 1.74%. Ouch!!!!   2007 RATES 3.32%
          In the last few years, our government tells us that the inflation rate has been approximately 3% annually.  But short-term loan interest and bank issued credit card interest rates have always been in double digits, up to 22.5% in some cases.

          Did you know that besides passbook savings accounts and money market accounts, CD’s are the lowest interest paying money investments? 

 

The Solution: The CD Alternative….

……Has provided an average annual return of over 11% for the past 70 years (Ibbotson Associates, 3/1/2000)

 

               Wouldn’t now be a good time to consider an investment that has historically provided higher returns and is still able to offer a guarantee of principal for your loved ones? 
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Untold Reason#2

Interest Rates are Not Guaranteed Forever

 

         Prior to visiting with me, many of my senior clients had previously maintained significant amount of their funds in CD’s and they would just withdraw the interest each year. Or when they needed it, to help supplement their income and take trips, etc…

          But, after their last 5-year term had expired, the bank turned and offered them an interest rate that was 3% lower than the previous one!  That was equivalent to a 33% drop of income from one day to the next.

          In order to continue paying the bills, these investors would either have had to change their style of living or deplete some of their principal.
          I bet you can remember back in the early ‘90’s, when 10% interest bearing CD’s were maturing and the banks turned around and offered a whopping 2.9% rate if you rolled it over for the next term.  This was absolutely devastating news for thousands of retirees who had relied on this money to supplement their income.  Are you aware of the fact the CD’s do not offer you a minimum interest guarantee, no matter haw long the “going rates” fall?

 

The Solution: The CD Alternative…

….is an investment that offers you the opportunity to earn a realistic rate of return commensurate with the overall market place, without compromising your liquidity and convenience?
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Untold Reason #3

Interest is Taxable Annually  OUCH !

 

          We’ve been told to be certain of only two things in life: Death and Taxes!
 

          I trust you are aware that all interest earned on CD’s is taxable when credited to the account, even if you don’t take it out in cash.  Even if you “roll it over” to compound for the next term, you still have to pay your taxes. 

 

          The tax money has to be paid in cash from your current income or from other sources.

 

          In addition to the reduction in your net income due to these immediate taxes, the money you will now have to pay “Uncle Sam” is no longer working for you at compound interest.
          Your investment will now grow slower while you are preparing for retirement, or whenever you have a need for supplementary income.  This is detrimental and can only provide for a greatly reduced income.

          Consider however, instead of investing $50,000 in a bank CD, which is taxable, you repositioned your cash into a tax deferred account.  Strictly for purposes of comparison we’ll use a hypothetical 10% interest rate for both investments, and assume a 30% combined State & Federal tax bracket.

 

But Where do I get a 10% interest paying CD?

(Bear with me for comparison purposes only)

 

               Over just seven short years (assuming no with drawls) your CD account balance would be $83,205 after annual taxes of 30% on the interest earned were paid.  You CD Alternative would now have grown to $97,436. That is a difference of $14,231 due to the tax deferral of your CD Alternative.  You would have an unbelievable 28.5% gain in your investment over a bank CD! 

          You can’t blame your banker for not telling you this.  He or she would be out of business in a hot second, or they would have to borrow the money needed to loan out to other people at much higher rates!

 

The Solution:  The CD Alternative…

 

….Wouldn’t it be desirable to pay taxes on interest earned as late as possible and only when you actually decide to receive the interest in cash?

 

          Tax deferral is a vital part of your investment planning.  Why not take advantage of the tax deferred “CD Alternative”.
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Untold Reason #4

A CD Can be Garnished or Seized

NOT GOOD !!!!!!!BAD NEWS!!!!!
 

          Assume the worst-case scenario:  You are found guilty of causing a car accident with total damages over $2.5 million.  Your car insurance covers only $1.0 million.  Who pays the difference? You guessed it, you do!

 

          You could lose almost everything you own, including all your investment, assets and your CD’s.  When you read the “terms & conditions” associated with your CD account, you may find something like this:

 

          ….. “any money deposited in a joint account by any one of you, is subject to being garnished or levied upon by the creditors of any one of you, and is subject to our right to off set…” It goes on:  …regardless of the source of the funds. 

 

          So, if you’re unfortunate enough to have an accident.  Why does your spouse or partner have to lose his or her part of your mutual assets?
          Wait a minute…how about single ownership of a CD, doesn’t that prevent it from being garnished, etc…?

 

No, it does not!

 

The Solution: The CD Alternative…

 

          …Compared to a bank CD regarding the kind of investment it represents.  The difference is; it can protect you from creditors.
 

Who offers this kind of investment?

 

          Many financial institutions offer them.  Seriously…You may want to check this out.
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Untold Reason #5

A CD is subject to Probate

 

         What happens to your CD when you pass away and your children or other loved ones are your heirs?  All of your assets, including CD’s, become subject to probate, unless of course your estate is in a Living Trust or qualifies for the special tax treatment of certain investments.

 

          Everybody knows that Probate Courts are usually backlogged for months, sometimes years.  The entire estate is tied up in court until a judge has approved a settlement.  Only funds to maintain the estate and the assets are made available by the Probate Court.

 

          More importantly, the costs of the probate procedures are based on the total gross estate.  “One legal scholar expressed it so well: The cost of probate expands to consume the money available.” (Source: The Living Trust, page 13)
 

          When your CD money is part of the probate estate, it not only will be tied up in court, it will also produce its share of costs related to the procedures.  I would not want to neglect to mention that the average cost of settlement typically ranges between 6% to 9% of the gross estate

 (Family Court, Orlando, Florida)

 

The Solution: The CD Alternative…

 

          …it bypasses probate and avoids the horrendously high costs involved.  The money can be made available in cash, with no time delay to the beneficiaries, within weeks after the death of the investor!          
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Untold Reason #6

Withdrawal Penalties Continue

 

          From working almost exclusively with retirees, I have discovered that my client’s typical CD’s actually “roll over” or are automatically renewed for around 18 years.  (Isn’t that something?)  You must be aware that certain term related investments require an early withdrawal penalty to protect the trustee (the bank) from potential loss when funds are withdrawn before the end of the term.

           Are you aware, however, that the penalties associated with the early surrender of your CD never cease to exist…. Even though you have renewed it over and over again for maybe ten, fifteen, or twenty consecutive years?

 

          And those penalties can be hefty:…the penalty will typically be the amount of interest for the number of months shown below:

 

          Term of up to 1 year:                   3 month’s interest

          Term of up to 18 months:            6 month’s interest

          Term of more than 18 months:   1 year’s interest

                    Never Ending.

 

          What if you need some money midterm, due to an emergency….after your CD has been essentially in existence for 15 years?

 

Here’s what’s typically going to happen:

 

          Assume you invested $10,000 in a 2-year term bank CD at an average interest rate of 6% and renewed it 8 times, for a total of 16 years.  Now, due to an emergency, you need your money out, 1 year after the eighth 2-year term started, after 15 years.
 

          The compound interest has increased the account value to $24,000.

 

          You are charged a penalty of 6% (1 year’s interest) on the total account value; that amounts to $1,440.  Based on the initial investment of $10,000, you paid a penalty of 14.4% after loyally leaving your money with the bank at a low interest rate for 15 years!   
 

Are you still laughing all the way to the bank?

 

The solution: The CD Alternative…….

 

          …..This provides, as a contract feature, a decreasing and expiring early withdrawal penalty. In addition to that, you may have access to at least 10% of your account balance without any charges and penalties whatsoever.

 

          These provisions keep your investment liquid for emergency needs without pushing you with draconian fees and charges.

          CD alternatives also have decreasing surrender charges, but with reference to the above example, the surrender charges associated with your CD alternative have long since expired.
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No lifetime Income Guarantee

                       

          You saved all your life, you invested carefully, you were successful in building your retirement nest egg and now you want to put your money in a safe place with a big bank.  That used to be good, conservative thinking.
 

Should You Really Be Choosing a CD?

 

          Well let’s see.  It is safe, it is easy, it seems to be liquid, (it isn’t of course) and it is what everybody else does, so it must be good, right?

 

          What about the situation where the annual income from your investment has to be 10% to pay your bills, but your CD is only renewing at 2.27%?

 

Where do you get the Difference?

 

          Yes, that is right, you have to use part of your principal, or tap other sources.

 

          The 2.27% interest you are now enjoying is only being paid on a principal sum that has already been reduced by 7.73%.  Therefore, you need to take more principal to meet your needs, and so on and so on.

 

          Depending on the actual numbers, it is very easy to calculate when you will run out of money.  Before you know it, you are now eighty years old and have lost a significant part of your income.

 

          What are you going to do now?  Your CD cannot help you anymore.  It’s all gone.  Your principal has been depleted to make up for the difference between the interest earned and the money withdrawn.

 

          You could start working again at your local grocery store for $6.00 per hour.  You could ask you family, or church, or anyone willing to listen to your sad plight for help.

 

          Would that be what you would really want for yourself?  Welfare of course could be another alternative.

 

Not something to look forward to, huh?

 

The Solution: The CD Alternative…
 

          …can guarantee you a lifetime income, no matter how old you become.  Depending on your age when you start, that annual income could be up to 10% of your account value, year in and year out.  The income never stops while you are alive.
 

You will never be able to outlive your money.
 

          Even if your banker were concerned about your situation (trust me, he’s not) and really wanted to help, he’s not able to guarantee you a lifetime income from your CD’s at a return rate of 4.5% to 5% annually.
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Untold Reason #8

IRA Expenses
 

          When you put your IRA money in the bank, you most likely had it invested into a CD.  Maybe your banker did not specifically mention that to you.
 

          An IRA has to be invested in a qualifying investment, such as mutual funds, bonds, stocks, annuities or CD’s, to name a few.
 

          For a banker, the most moneymaking customer investment without question is a CD, and that’s what most of their IRA customers end up getting.  Besides the low interest rates these things pay, banks also have the unbelievable nerve to charge you an annual service or maintenance fee, as they like to call it.
 

          Essentially they’re letting you pay them over and over and over again for the privilege of boosting their profits with your hard earned retirement money.
 

The Solution: The CD Alternative…
 

          …which also qualifies as an IRA, but here’s the good news…at, potentially, a much higher interest rate and….no maintenance fees.
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Untold Reason #9

The Bank can pay off your debts.
 

           Your CD account agreement and disclosure may state:…If any of you owe us money which is due…you agree that… we may use the money in this account to pay the debt, regardless of the source of the funds in the account…
 

          I am sure you are aware that early withdrawals from an IRA will cause, not only taxable income in the full amount but also really hefty IRS penalties.
          Your banker doesn’t care that you may suffer significant losses, sometimes even over 40-50% of your money…as long as he gets his money first.
 

The Solution:  The CD Alternative
 

          ….Which, as a bonus, means your new account can be effectively protected from creditors (unless, or course, fraud is proved).
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Untold Reason #10

No market Participation
 

          If you want to play the (stock) market you have to take the risk of fluctuating share values and potential loss of principal.  Since you didn’t want to take that risk you put your money in a CD, in exchange for a low, low rate of return.
 

          Yes, CD’s usually are FDIC protected, mostly only up to $100,000 total for all your accounts with one bank.
          But just how much is this insurance premium costing you?  The difference between the CD interest rate at 2.19% and a market gain, averaging 11.3% over the last 70 years ;(Ibbotson Associates 3/1/200) would be 9.11% right now.  That’s a pretty steep premium.
 

          Over a period of 18 years, (the average “roll over time” of CD’s) $10,000 at 5% would compound to $24,066. (and remember, this does Not account for the reduction of taxes each year that would occur.)
 

          Using the average gain of the market which has been 11.3%, the hypothetical compounded account value of the CD Alternative would be $68,693 or almost three times as much as the compounded CD value.
 

          That’s a whopping additional income of $44,627.
 

          It’s understandable that you may not want to take any undue and uncontrolled market risks.  However, nowadays, using safe money strategies, the market place is a much more efficient place than it was just a few short years ago.
 

The solution:  The CD Alternative…
          …takes advantage of “Nobel Prize” award winning methods of allocating your money in such a way so as to enable most folks to actually have less risk in their investment lives than they had before.
          Probably the biggest risk you have when you own CD’s is that you won’t make any money.  In fact, for most people, after taxes and inflation, they actually lose money!
 

          The CD Alternative is backed by many of the biggest financial institutions in the country; it’s just plain and simply…TRUE.
 

          You now have the choice to prevent all the pit falls of the bank CDs.  The CD Alternative is definitely the way to go.
 

          The CD Alternative is today’s easy, liquid, and convenient investment to replace your “old fashioned” bank CD that makes money for the bank and the IRS, and all but forgets about you.
 
          Do you have to qualify for this investment…? NO.
          Now discover one of the best kept secrets in the investments world today:

 

Nursing Home Protection with Zero Premiums.

 

          Your CD Alternative can effectively protect your hard earned nest egg, because it’s considered to be a “qualifying” investment.  Simply put, this means that you can now access the help you need to pay for your nursing home costs, without having to spend all your own money first!
 

          Thankfully there isn’t a “one size fits all” investment solution that’s ideal for every situation, so we’ll try to hone in on what’s important to YOU, together with your future needs, wants, and expectations.  Consider letting my many years of experience and expertise in investment matters be an advantage to you.
 

          I look forward to the opportunity to be of assistance in the near future.  Thank you for your response and for taking the time to read this report.

 

Sincerely,
 

 

Michael C. McCracken
 

PS: If your banker didn’t tell you all the details of your CD and you’d like to discover a more effective way of investing and distributing your assets to yourself, take action now.
PPS: It’s understandable that you may not want to take any undue and uncontrolled market risks.  However, using safe money strategies, the market place is a much more efficient place than it was just a few short years ago. 

 SouthWest Financial Group

          While most firms attempt to be everything to everyone (and wind up not specializing very well for anyone), SouthWest Financial Group focuses exclusively on the needs of those age 50 and over and their specific financial problems and opportunities.

 

          SouthWest Financial Group is a professional organization designed to assist clients to prepare for retirement, by providing conservative solutions with controlled growth opportunities.  Our goal is to protect your assets and your standard of living.

Company Affiliations

Independent association of over 300 companies

A+A Rated Financial Specialty Firms

Member of the National Ethics Bureau (www.ethicscheck.com)

Member of the “Protect My Asset Network” of National Radio Hosts

Services Provided

 

Retirement planning:
          Offer limited risk investments with extraordinary growth potential through equities that guarantee a minimum interest rate and total principal protection.

 

Retirement Preparation:         

          Advice on the best ways to receive and reinvest money from IRA’s, 401(k)’s, Keogh’s, HR10’s, and other pension or retirement plans.  In some cases, we will show you how to make withdrawals tax-free.

 

Estate Planning:
          Assist in setting up Revocable Living Trusts, Irrevocable Trusts, and Charitable Remainder Trusts, with wealth protection for the beneficiaries, and more.

 

Insurance Solutions:

 

          Enable the estate to pay death and estate taxes for “pennies on the dollar” rather than dollar for dollar.

 

Long Term Care:

 

          Offer affordable solutions to long term care needs at home, assisted living and nursing home to prevent “spend down” to qualify for Medicaid.

 

Income Enhancement:

 

          Lifetime income guarantees with tax deferred flexible or immediate annuities.

 

          SouthWest Financial Group can address and provide expert solutions for all the above named, as well as any individual financial questions.  The combined experience of the leading counselors of our organization is over 50 years, national and international.  We work closely together with your Attorney and CPA’s.  Our consulting staff includes specialized attorneys, CPA’s, Investment Managers and the largest financial services providers in the US and overseas.

 

          Many seniors will be able to better organize their financial affairs after they are made aware of the many solutions available, beyond the ones they were told by their stockbrokers, financial planners, accountants, and lawyers.

 

          SouthWest Financial Group evaluates your current financial situation, analyzes needs and educates seniors about their alternatives first, then assists them to implement the proper solutions.

          

Phone today with questions or to learn if we can help you too.  There is no charge for an initial consultation.
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Michael C. McCracken, President

SouthWest Financial Group

A Professional Organization

2850 Horizon Ridge Parkway Suite 200 Henderson, NV 89052

Phone: 702-435-4742

