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Welcome to the April, 2017 issue of
The Farmers Bank Quarterly
newsletter. We can deliver this
newsletter to you directly through your
e-mail or we can send a paper version
to you - just let us know.

The Farmers Bank, Frankfort, Indiana
has been serving clients since 1876.
Our vision is to provide service levels
that continually exceed expectations.
We strive to build a strong heritage
and it is important to us to continue
this legacy so you will consider us my
bank for Jife . Whether it's saving,
investing, retirement planning, estate
planning or any of the services that
The Farmers Bank Trust and Asset
Management Division offers, we are
here to help you.

Enjoy!

The Farmers Bank Trust and Asset
Management Team

April 2017
Spring Cleaning Your Finances
Why Diversification Matters

What happens to my property if | die
without a will?

How can | prepare financially for stormy
weather?
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Planning your Financial Future

Four Ways to Double the Power of Your Tax Refund

The IRS expects that

more than 70% of

- taxpayers will receive

- arefund in 2017.

- What you do with a

tax refund is up to

- you, but here are

. some ideas that may
- make your refund

twice as valuable.

Double your savings

Perhaps you'd like to use your tax refund to
start an education fund for your children or
grandchildren, contribute to a retirement
savings account for yourself, or save for a rainy
day. A financial concept known as the Rule of
72 can give you a rough estimate of how long it
might take to double what you initially save.
Simply divide 72 by the annual rate you hope
that your money will earn. For example, if you
invest your tax refund and it earns a 6%
average annual rate of return, your investment
might double in approximately 12 years (72
divided by 8 equals 12).

This hypothetical example of mathematical
compounding fs used for iflustrative purposes
only and does not represent the performance of
any specific investment. Fees, expenses, and
taxes are not considered and would reduce the
performance shown if they were included.

Split your refund in two

If stashing your refund away in a savings
account or using it to pay bills sounds
unappealing, go ahead and splurge on
something for yourself. But remember, you
don't necessarily have to spend it all. Instead,
you could put half of it toward something
practical and spend the other half on something
fun.

The IRS makes splitting your refund easy.
When you file your income taxes and choose
direct deposit for your refund, you can decide to
have it deposited among two or even three
accounts, in any proportion you want. Qualified

accounts include savings and checking
accounts, as well as IRAs (except SIMPLE
IRAs), Coverdell Education Savings Accounts,
health savings accounts, Archer MSAs, and
TreasuryDirect® online accounts. To split your
refund, you'll need to fill out IRS Form 8888
when you file your federal return.

Double down on your debt

Using your refund fo pay down credit card debt
or a loan with a high interest rate could enable
you to pay it off early and save on interest
charges. The time and money you'll save
depend on your balance, the interest rate, and
other factors such as your monthly payment.
Here's a hypothetical example. Let's say you
have a personal loan with an $8,000 balance, a
12% fixed interest rate, and a 24-month
repayment term. Your fixed monthly payment is
$380. If you were to put a $4,000 refund toward
paying down your principal balance, you would
be able to pay off your loan in 12 months and
save $780 in interest charges over the
remaining loan term. Check the terms of any
loan you want to prepay, though, to make sure
that no prepayment penalty applies.

Be twice as nice to others

Giving to charity has its own rewards, but Uncle
Sam may also reward you for gifts you make
now when you file your taxes next year. If you
itemize, you may be able to deduct
contributions made to a qualified charity. You
can also help your favorite charity or nonprofit
reap double rewards by finding out whether
your gift qualifies for a match. With a matching
gift program, individuals, corporations,
foundations, and employers offer to match gifts
the charitable organization receives, usually cn
a dollar-for-dollar basis. Terms and conditions
apply, so contact the charitable organization or
your employer's human resources department
to find out more about available matching gift
programs.

IR-2017-01, irs.qov
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Spring Cleaning Your Finances

The arrival of spring often signifies a time of
renewal, a reminder to dust off the cobwebs
and get rid of the dirt and grime that have built
up throughout the winter season. And while
most spring cleaning projects are likely focused
on your home, you could take this time to
evaluate and clean up your persenal finances
as well.

Examine your budget..and stick with it

A budget is the centerpiece of any good
personal financial plan. Start by identifying your
income and expenses. Next, add them up and
compare the two totals to make sure you are
spending less than you eamn. If you find that
your expenses outweigh your income, you'll
need to make some adjustments to your budget
(e.g., reduce discretionary spending).

Keep in mind that in order for your budget to
work, you'll need to stick with it. And while
straying frem your budget from time to time is to
be expected, there are some ways to help
make working within your budget a bit easier:

= Make budgeting a part of your daily routine
= Build occasional rewards into your budget

= Evaluate your budget regularly and make
changes if necessary

» Use budgeting software/smartphcne
applications

Evaluate your financial goals

Spring is also a good time to evaluate your
financial goals. Take a look at the financial
geals you've previously set for yourself — both
short and long term. Perhaps you wanted to
increase your cash reserve or invest more
money toward your retirement. Did you
accomplish any of your goals? If so, do you
have any new goals you now want to pursue?
Finally, have your personal or financial
circumstances changed recently (e.g.,
marriage, a child, a job promotion)? If so, would
any of these events warrant a reprioritization of
some of your existing financial goals?

Review your investments

Now may be a good time to review your
investment portfolio to ensure that it is still on
target to help you achieve your financial goals.
To determine whether your investments are still
suitable, you might ask yourself the following
questions:

* Has my investment time horizon recently
changed?

« Has my tolerance for risk changed?

= Do | have an increased need for liguidity in
my investments?

= Does any investment now represent too large
(or too small) a part of my portfolio?

All investing involves risk, including the possible
foss of principal, and there can be no
assurance that any investment strategy will be
successful.

Try to pay off any accumulated debt

When it comes to personal finances, reducing
debt should always be a pricrity. Whether you
have debt from student loans, a mortgage, or
credit cards, have a plan in place to pay down
your debt load as quickly as possible. The
following tips could help you manage your debt:

» Keep track of your credit card balances and
be aware of interest rates and hidden fees

= Manage your payments so that you aveid late
fees

» Optimize your repayments by paying off
high-interest debt first

= Avoid charging more than you can pay off at
the end of each billing cycle

Take a look at your credit history

Having good credit is an important part of any
sound financial plan, and now is a goed time to
check your credit history. Review your credit
report and check for any inaccuracies. You'll
also want to find out whether you need to take
steps to improve your credit history. To
establish a good track record with creditors,
make sure that you always make your monthly
bill payments on time. In addition, you should
try to avoid having too many credit inquiries on
your report (these are made every time you
apply for new credit). You're entifled to a free
copy of your credit report once a year from
each of the three major credit reporting
agencies. Visit annualcreditreport.com for more
informaticn.

Assess tax planning opportunities

The return of the spring season also means
that we are approaching the end of tax seascn.
Now is also a good time to assess any tax
planning opportunities for the coming year. You
can use last year's tax return as a basis, then
make any anticipated adjustments to your
inccme and deductions for the coming year.

Be sure to check your withholding — especially if
you owed taxes when you filed your most

recent tax return or you were due a large

refund. If necessary, adjust the amount of
federal or state income tax withheld from your
paycheck by filing a new Form W-4 with your
employer.
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Diversification and asset
allocation are methods used
to help manage investment
risk; they do not guarantee
a profit or protect against
investment loss.
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Why Diversification Matters

When investing, particularly for long-term goals,
there is one concept you will likely hear about
over and over again — diversification. Why is
diversification so important? The simple reasen
is that it helps ensure that your risk of loss is
spread among a number of different
investments. The theory is that if some of the

Winning asset classes over time

The following table, which shows how many
times during the past 30 years each asset class
has come out on top in terms of performance,
helps illustrate why diversifying among asset
classes can be important.

investments in your portfolio decline in value,
others may rise or hold steady, helping to offset
the losses.

Diversifying within asset classes

For example, say you wanted to invest in
stocks. Rather than investing in just domestic
stocks, you could diversify your portfolio by
investing in foreign stocks as well. Or you could

Number of winning years,
1987-2016

Cash 3

Bonds 5

Stocks 10

Foreign 12

stocks

choose to include the stocks of different size

companies (small-cap, mid-cap, and/or
large-cap stocks).

If your primary objective is to invest in bonds for
income, you could choose both government
and corporate bonds to potentially take
advantage of their different risk/return profiles.
You might also cheose bonds of different
maturities, because long-term bonds tend to
react more dramatically to changes in interest
rates than short-term bonds. As interest rates
rise, bond prices typically fall.

Investing in mutual funds

Because mutual funds invest in a mix of
securities chosen by a fund manager to pursue
the fund's stated objective, they can offer a
certain level of "built-in" diversification. For this
reason, mutual funds may be an appropriate
choice for novice investors or those wishing to
take more of a hands-off approach to their
portfolios. Including a variety of mutual funds
with different objectives and securities in your
portfolio will help diversify your holdings that
much more.

Mutual funds are sold by prospectus. Please
consider the investment objectives, risks,
charges, and expenses carefully hefore
investing. The prospectus, which contains this
and other information about the investment
company, can be obtained from your financial
professional. Be sure lo read the prospectus
carefully before deciding whether fo invest.

Diversifying among asset classes

You might also consider including a mix of
different types of asset classes — stocks, bonds,
and cash — in your portfolio. Asset allocation is a
strategic approach to diversifying your portfolio.
Alfter carefully considering your investment

goals, time horizon, and risk tolerance, you
would then invest different percentages of your
portfolio in targeted asset classes to pursue

your goal.

Performance is from December 31, 1986, to
December 31, 2016. Cash is represented by
Citigroup 3-month Treasury Bill Index. Bonds are
represented by the Citigroup Corporate Bond Index,
an unmanaged index. Stocks are represented by the
S&P 500 Composite Price Index, an unmanaged
index. Foreign stocks are represented by the MSCI
EAFE Price Index, an unmanaged index. Investors
cannot invest directly in any index. However, these
indexes are accurate reflections of the performance
of the individual asset classes shown. Returns reflect
past performance and should not be considered
indicative of future results. The returns do not reflect
taxes, fees, brokerage commissions, or other
expenses typically associated with investing.

The principal value of cash alternatives may fluctuate
with market conditions. Cash alternatives are subject
to liquidity and credit risks. It is possible to lose
moeney with this type of investment.

The return and principal value of stocks may fluctuate
with market conditions. Shares, when sold, may be
worth more or less than their original cost.

U.S. Treasury securities are guaranteed by the
federal government as to the timely payment of
principal and interest, whereas corporate bonds are
not. The principal value of bonds may fluctuate with
market conditions. Bonds are subject to inflation,
interest rate, and credit risks. Bonds redeemed prior
to maturity may be worth more or less than their
original cost.

The risks associated with investing on a worldwide
basis include differences in financial reporting,
currency exchange risk, as well as economic and
polifical risk unique to the specific country.

Investments offering the potential for higher rates of
return also involve higher risk.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, or legal advice. The
information presented here is not
specific to any individual's personal
circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for the
purpose of avoiding penalties that
may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional based
on his or her individual
circumstances.

These materials are provided for
general information and educational
purposes based upon publicly
available information from sources
believed to be reliable—we cannot
assure the accuracy or completeness
of these materials. The information in
these materials may change at any
time and without notice.

If you die without a will, your
- property will generally pass
< according to state law (under
lg h = the rules for intestate

() succession). When this
happens, the state essentially makes a will for
you. State laws specify how your property will
pass, typically in certain proportions to various
persons related to you. The specifics, however,
vary from state to state.

Most state laws favor spouses and children

first. For example, a typical state law might
specify that your property pass one-half or
one-third to your surviving spouse, with the
remainder passing equally to all your children. If
you don't have children, in many states your
spouse might inherit all of your property; in
other states, your spouse might have to share
the property with your brothers and sisters or
parents.

But not all property is transferred by will or
intestate succession. Regardless of whether
you have a will, some property passes
automatically o a joint owner or fo a designated
beneficiary. For example, you can transfer
property such as IRAs, retirement plan benefits,
?/ of the country during the
spring and may result in
widespread damage. Severe weather often

strikes with little warning, so take measures
now to protect yourself and your property.

Review your insurance coverage. Make sure
your homeowners and auto insurance coverage
is sufficient. While standard homeowners
insurance covers losses from fire, lightning, and
hail, you may need to buy separate coverage
for hurricanes, floods, earthquakes, and other
disasters. Consult your insurer or insurance
professional, who can help determine whether
you have adequate coverage for the risks you
face.

Create a financial emergency kit. Collect
financial records and documents that may help
you recover more gquickly after a disaster. This
kit might contain a list of key contacts and
copies of impertant documents, including
identification cards, birth and marriage
certificates, insurance policies, home
inventories, wills, trusts, and deeds. Make sure
your Kit is stored in a secure fireprcof and

Floods, tornadoes, torrential
rain, lightning, and hail are
common events in many parts

What happens to my property if | die without a will?

and life insurance by naming a beneficiary.
Property that you own jeintly with right of
survivorship will pass automatically to the
surviving owners at your death. Property held in
trust will pass to your beneficiaries accerding to
the terms you set out in the trust.

Only property that is not transferred by
beneficiary designation, joint ownership, will, or
trust passes according to intestate succession.
You should generally use beneficiary
designations, joint ownership, wills, and trusts
to control the disposition of your property so
that you, rather than the state, determine who
receives the benefit of your property.

Even if it seems that all your property will be
transferred by beneficiary designation, joint
ownership, or trust, you should still generally
have a will. You can designate in the will who
will receive any property that slips through the
cracks.

And, of course, you can do other things in a will
as well, such as name the executor of your
estate to carry out your wishes as specified in
the will, or name a guardian for your minor
children.

How can | prepare financially for stormy weather?

waterproof container that is accessible and
easy to carry. The Emergency Financial First
Aid Kit, available online at ready.qov, offers a
number of checklists and forms that may help
you prepare your own kit, as well as tips to
guide you through the process.

Protect your assets. Take some
commonsense precautions to safeguard your
home, vehicles, and cther possessions against
damage. For example, to prepare for a possible
power outage, you might want to install an
emergency generator and a sump pump with a
battery backup if you have a basement or
garage that is prone to flooding. Inspect your
yard and make sure you have somewhere fo
store loose objects (e.g., grills and patio
furniture) in a hurry, cut down overhanging tree
limbs, and clean your gutters and down spouts.
Check your home's exterior, too, to make sure
that your roof and siding are in good condition,
and invest in storm windows, doors, and
shutters. In addition, make sure you know how
to turn off your gas, electricity, and water
should an emergency arise. And if you have a
garage, make sure your vehicles are parked
inside when a storm is imminent.
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