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Spendthrift nation 

Steve Higgins , Register Business Editor 

There's a crisis occurring in America but it's a quiet one.

Americans are spending $1.22 for every $1 they receive in income, and the American Institute of Certified Public Accountants is concerned. A widespread failure to save money — for retirement and other purposes — threatens the financial future of millions of people, according to the New York-based group.

Michael Eisenberg, a certified public accountant and spokesman for the institute's National CPA Financial Literacy Commission, identified the three major mistakes people make — failing to plan, failing to take advantage of 401(k) retirement plans, and failing to live within their means.

"Start making plans," he said. "Doing nothing is the worst thing of all. You need to plan for current events and for future events, such as paying for college, retirement, estate planning."

Eisenberg said another major step people need to take is to contribute to the 401(k) savings plan at their company, especially those where the employer will match a portion of the funds you pay in.

"We call that free money," he said. "People are concerned their paychecks are going to go down, but the amount of money going into these 401(k)s does not have to be tremendous."

Finally, it's important to live in a way that is supported by your current income, he said.

"Don't start looking at your neighbors or your relatives and start trying to compete with them financially, if you can't," he said. "If your friends or relatives aren't going to accept you for who you are and where you are, then you have to move on. Otherwise you're going to wind up in debt and start falling behind."

The American Institute of Certified Public Accountants offers the following tips to better manage your money:

-- Running up credit card debt, on which you may pay 16 percent or 18 percent annual interest, while keeping money in a savings account or money-market fund earning 3 percent interest, can lead to trouble. Pay off credit cards and keep them under control.

-- Buying tax-exempt municipal bonds can be a good move, especially if your income tax bracket is 15 percent or lower. However, for the tax-exempt fund to be the better deal, an investor's combined state, federal and local income tax rate would have to exceed 37 percent. Make sure you are in the right income-tax bracket before you use this investment vehicle.

-- Investing in mutual funds is a good idea, but buying last year's No. 1 mutual fund this year could be a mistake. Funds most likely to perform well in a particular quarter or year are specialized funds, such as those investing in gold-mining companies or stocks of emerging markets. But those same funds also are likely to have sharp downturns as well.

-- Leasing a car can save you money. However, you might not want to lease a car under a lease that allows you 15,000 miles a year when you drive only 6,000 or 8,000 miles a year. You can negotiate these leases based on mileage. If you'll put less wear and tear on a car than the average driver, you should pay less.

-- Think carefully about using "piggyback credit." A new type of credit repair service called piggyback credit is promising consumers the ability to boost credit scores, get loans from banks and lower interest rates on debt. It allows people with poor credit to add themselves as authorized users to the accounts of people with excellent credit who are paid to allow this "piggybacking." But consumers could use this as a way to get into more debt than they can handle.

-- Failing to regularly save something. It's crucial to get into the habit of paying yourself first, before paying the rest of your bills. Take part in a deferred-savings plan or have some part of your pay deducted for a credit union savings account.

-- Not doing enough research. The CPA profession recently launched 360 Degrees of Financial Literacy (www.360financialliteracy.org) to educate people on how financial issues affect them at different stages of their lives. Also, younger people can check out the Web site feedthepig.org, which talks about ways to add money to the "piggy bank" in your 20s and 30s.
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