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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.

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

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.

usage is reported to credit reporting agencies.
A debit card has no effect on your credit.

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
While consumers made 69.5 billion transactions
course, if you do not pay your credit card bill in
using debit cards, the total value of these
full each month, the interest you pay can
transactions was $2.56 trillion, with an average
outweigh any financial rewards.
transaction value of $37. Credit card usage
resulted in 33.8 billion transactions, with a total Credit history
value of $3.16 trillion, and a $93 average
Using a credit card responsibly can help you
transaction value.1
build a positive credit history because your
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Rewards and extra benefits

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.

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)

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
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Managing Money When You Marry: Financial Tips for Newlyweds

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.

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.

Resolve outstanding credit/debt issues

Prepare a budget

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.

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
Map out your financial future together
reporting agencies once every 12 months (visit
annualcreditreport.com for more information).
Your first step should be to discuss your
For the most part, you are not responsible for
common financial goals. Where do you see
yourself next year? What about five years from your spouse's past credit problems, but they
can prevent you from getting credit together as
now? Together, make a list of your short- and
long-term financial goals. Short-term goals are a married couple. Even if you've always had
good credit, you may be turned down for credit
ones that can be achieved in less than five
cards or loans that you apply for together if your
years (e.g., saving for a down payment on a
home or new car). Long-term goals usually take spouse has a bad credit history. As a result, if
more than five years to achieve (e.g., paying off one of you had credit issues, you might
consider keeping your credit separate until your
college loans, saving for retirement). Next,
credit situation improves.
determine which financial goals are most
important to both of you so together you can
Evaluate your employee and retirement
focus your energy on them.
benefits
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.

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
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Marriage and Money: Taking a Team Approach to Retirement
Now that it's fairly common for families to have
two wage earners, many husbands and wives
are accumulating assets in separate
employer-sponsored retirement accounts. In
2018, the maximum employee contribution to a
401(k) or 403(b) plan is $18,500 ($24,500 for
those age 50 and older), and employers often
match contributions up to a set percentage of
salary.

Open communication and
teamwork are especially
important when it comes to
saving and investing for
retirement.

But even when most of a married couple's
retirement assets reside in different accounts,
it's still possible to craft a unified retirement
strategy. To make it work, open communication
and teamwork are especially important when it
comes to saving and investing for retirement.

Retirement for two
Tax-deferred retirement accounts such as
401(k)s, 403(b)s, and IRAs can only be held in
one person's name, although a spouse is
typically listed as the beneficiary who would
automatically inherit the account upon the
original owner's death. Taxable investment
accounts, on the other hand, may be held
jointly.
Owning and managing separate portfolios
allows each spouse to choose investments
based on his or her individual risk tolerance.
Some couples may prefer to maintain a high
level of independence for this reason,
especially if one spouse is more comfortable
with market volatility than the other.
However, sharing plan information and
coordinating investments might help some
families build more wealth over time. For
example, one spouse's workplace plan may
offer a broader selection of investment options,
or the offerings in one plan might be somewhat
limited. With a joint strategy, both spouses
agree on an appropriate asset allocation for
their combined savings, and their contributions
are invested in a way that takes advantage of
each plan's strengths while avoiding any
weaknesses.

who isn't an active participant in an
employer-sponsored plan, to keep his or her
retirement savings on track. Fortunately, a
working spouse can contribute up to $5,500 to
his or her own IRA and up to $5,500 more to a
spouse's IRA (in 2018), as long as the couple's
combined income exceeds both contributions
and they file a joint tax return. An additional
$1,000 catch-up contribution can be made for
each spouse who is age 50 or older. All other
IRA eligibility rules must be met.
Contributing to the IRA of a nonworking spouse
offers married couples a chance to double up
on retirement savings and might also provide a
larger tax deduction than contributing to a
single IRA. For married couples filing jointly, the
ability to deduct contributions to the IRA of an
active participant in an employer-sponsored
plan is phased out if their modified adjusted
gross income (MAGI) is between $101,000 and
$121,000 (in 2018). There are higher phaseout
limits when the contribution is being made to
the IRA of a nonparticipating spouse: MAGI
between $189,000 and $199,000 (in 2018).
Thus, some participants in workplace plans
who earn too much to deduct an IRA
contribution for themselves may be able to
make a deductible IRA contribution to the
account of a nonparticipating spouse. You can
make IRA contributions for the 2018 tax year up
until April 15, 2019.
Withdrawals from tax-deferred retirement plans
are taxed as ordinary income and may be
subject to a 10% federal income tax penalty if
withdrawn prior to age 59½, with certain
exceptions as outlined by the IRS.

Asset allocation is a method to help manage
investment risk; it does not guarantee a profit or
protect against loss.

Spousal IRA opportunity
It can be difficult for a stay-at-home parent who
is taking time out of the workforce, or anyone
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It's a common problem for
many individuals — wondering
exactly where your paycheck
goes each month. After paying
expenses, such as your mortgage, utilities, and
credit card bills, you may find little left to put
toward anything else.
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Creating a budget is the first key to successfully
manage 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. If you become sidetracked
when it comes to your finances, consider these
tips for creating a budget and staying on the
right path.

The accompanying pages have
been developed by an independent
third party. Commonwealth
Financial Network is not
responsible for their content and
does not guarantee their accuracy
or completeness, and they should
not be relied upon as such. These
materials are general in nature and
do not address your specific
situation. For your specific
investment needs, please discuss
your individual circumstances with
your representative.
Commonwealth does not provide
tax or legal advice, and nothing in
the accompanying pages should be
construed as specific tax or legal
advice. Securities and advisory
services offered through
Commonwealth Financial Network,
Member FINRA/SIPC, a registered
investment adviser. Fixed
insurance products and services
offered by Emerald Spectrum
Advisory are separate and
unrelated to Commonwealth.

dividends, interest, and child support. Next, add
up all of your expenses. Sometimes it helps to
divide expenses into two categories: fixed (e.g.,
housing, food, transportation) and discretionary
(e.g., entertainment, vacations). Don't forget to
factor in any financial goals you would like to
pursue.

Evaluate your budget. Once you've added
your income and expenses, compare the two
totals. Ideally, you should be spending less
than you earn. If this is the case, you're on the
right track, and you'll need to look at how well
you use your extra income toward achieving
your financial goals. On the other hand, if you
are spending more than you earn, you should
make some adjustments to your budget. Look
Examine your financial goals. Start out by
making a list of your short-term goals (e.g., new for ways to increase your income or reduce
your expenses, or both.
car, vacation) and long-term goals (e.g, your
child's college education, retirement) and
Monitor your budget. Finally, you should
prioritize them. Consider how much you will
monitor your budget periodically and make
need to save and how long it will take to reach changes when necessary. Keep in mind that
each goal.
any budget that is too rigid is likely to fail. Keep
your budget flexible as your changing
Identify your current monthly income and
circumstances demand.
expenses. Add up all of your income. In
addition to your regular salary and wages, be
sure to include other types of income, such as
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