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Welcome to the July, 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 life . 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

When it comes to your finances,
you might easily overlook some
of the numbers that really count.
Here are four to pay attention to
now that might really matter in
the future.

1. Retirement plan contribution rate
What percentage of your salary are you
contributing to a retirement plan? Making
automatic contributions through an
employer-sponsored plan such as a 401(k) or
403(b) plan is an easy way to save for
retirement, but this out-of-sight, out-of-mind
approach may result in a disparity between
what you need to save and what you actually
are saving for retirement. Checking your
contribution rate and increasing it periodically
can help you stay on track toward your
retirement savings goal. .

Some employer retirement plans let you sign up
for automatic contribution rate increases each
year, which is a simple way to bump up the
percentage you're saving over time. In addition,
try to boost your contributions when you receive
a pay raise. Consider contributing at least
enough to receive the full company match (if
any) that your employer offers.

2. Credit score
When you apply for credit, such as a mortgage,
a car loan, or a credit card, your credit score is
one of the tools used by lenders to evaluate
your creditworthiness. Your score will likely
factor into the approval decision and affect the
terms and the interest rate you'll pay.

The most common credit score that creditors
consider is a FICO© Score, a three-digit
number that ranges from 300 to 850. This score
is based on a mathematical formula that uses
information contained in your credit report. In
general, the higher your score, the lower the
credit risk you pose.

Each of the three major credit reporting
agencies (Equifax, Experian, and TransUnion)
calculates FICO® scores using different
formulas, so you may want to check your
scores from all three (fees apply). It's also a
good idea to get a copy of your credit report at

least annually to check the accuracy of the
information upon which your credit score is
based. You're entitled to one free copy of your
credit report every 12 months from each of the
three credit reporting agencies. You can get
your copy by visiting annualcreditreport.com.

3. Debt-to-income ratio
Your debt-to-income ratio (DTI) is another
number that lenders may use when deciding
whether to offer you credit. A DTI that is too
high might mean that you are overextended.
Your DTI is calculated by adding up your major
monthly expenses and dividing that figure by
your gross monthly income. The result is
expressed as a percentage. For example, if
your monthly expenses total $2,200 and your
gross monthly income is $6,800, your DTI is
32%.

Lenders decide what DTIs are acceptable,
based on the type of credit. For example,
mortgage lenders generally require a ratio of
36% or less for conventional mortgages and
43% or less for FHA mortgages when
considering overall expenses.

Once you know your DTI, you can take steps to
reduce it if necessary. For example, you may
be able to pay off a low-balance loan to remove
it from the calculation. You may also want to
avoid taking on new debt that might negatively
affect your DTI. Check with your lender if you
have any questions about acceptable DTIs or
what expenses are included in the calculation.

4. Net worth
One of the key big-picture numbers you should
know is your net worth, a snapshot of where
you stand financially. To calculate your net
worth, add up your assets (what you own) and
subtract your liabilities (what you owe). Once
you know your net worth, you can use it as a
baseline to measure financial progress.

Ideally, your net worth will grow over time as
you save more and pay down debt, at least until
retirement. If your net worth is stagnant or even
declining, then it might be time to make some
adjustments to target your financial goals, such
as trimming expenses or rethinking your
investment strategy.
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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 reason
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
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
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 choose 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 before
investing. The prospectus, which contains this
and other information about the investment
company, can be obtained from your financial
professional. Be sure to read the prospectus
carefully before deciding whether to 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.
After 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.

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.

Number of winning years,
1987-2016

Cash 3

Bonds 5

Stocks 10

Foreign
stocks

12

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
money 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
political risk unique to the specific country.

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

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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Expect the Unexpected: What to Do If You Become Disabled
In a recent survey, 46% of retirees said they
retired earlier than planned, and not necessarily
because they chose to do so. In fact, many said
they had to leave the workforce early because
of health issues or a disability.¹

Although you may be healthy and financially
stable now, an unexpected diagnosis or injury
could significantly derail your life plans. Would
you know what to do, financially speaking, if
you suddenly became disabled? Now may be a
good time to familiarize yourself with the
following information, before an emergency
arises.

Understand any employer-sponsored
benefits you may have
Disability insurance pays a benefit that replaces
a percentage of your pay for a designated
period of time. Through your employer, you
may have access to both short- and long-term
disability insurance. If your employer offers
disability insurance, be sure to fully understand
how the plan works. Review your plan's
Summary Plan Description carefully to
determine how to apply for benefits should you
need them, and what you will need to provide
for proof of disability.

Short-term disability protection typically covers
a period of up to six months, while long-term
disability coverage generally lasts for the length
of the disability or until retirement. Your plan
may offer basic coverage paid by your
employer and a possible "buy-up" option that
allows you to purchase additional coverage.

According to the Bureau of Labor Statistics,
40% of private industry workers have access to
short-term disability insurance through their
employers, while 33% have access to long-term
coverage. For both types of plans, the median
replacement amount is about 60% of pay, with
most subject to maximum limits.²

Consider a supplemental safety net
If you do not have access to disability insurance
through your employer, it might be wise to
investigate other options. It may be possible to
purchase both short- and long-term group
disability policies through membership in a
professional organization or association.
Individual policies are also available from
private insurers.

You can purchase policies that cover you for
life, until age 65, or for shorter periods such as
two or five years. An individual policy will
remain in force as long as you pay the
premiums. Because many disabilities do not
result in a complete inability to work, some
policies offer a rider that will pay you partial
benefits if you are able to work part-time.

Most insurance policies have a waiting period
(known as the "elimination period") before you
can begin receiving benefits. For private
insurance policies, this period can be anywhere
from 30 to 365 days. Group policies
(particularly through your employer) typically
have shorter waiting periods than private
policies. Disability insurance premiums paid
with after-tax dollars will generally result in
tax-free disability benefits. On the other hand, if
your premiums are paid with pre-tax dollars,
typically through your employer, your benefit
payments may be taxable.

Review the Social Security disability
process
The Social Security Administration (SSA) pays
disability benefits through two programs: the
Social Security Disability Insurance (SSDI)
program and the Supplemental Security Income
(SSI) program. SSDI pays benefits to people
who cannot work due to a disability that is
expected to last at least one year or result in
death, and it's only intended to help such
individuals make ends meet. Consider that the
average monthly benefit in January 2017 was
just $1,171.

In order to receive SSDI, you must meet strict
criteria for your disability. You must also meet
requirements for how recently and how long
you have worked. Meeting the medical criteria
is difficult; in fact, according to the National
Organization of Social Security Claimants'
Representatives (NOSSCR), about two-thirds
of initial SSDI applications are denied on their
first submission. Denials can be appealed
within 60 days of receipt of the notice.³

The application process can take up to five
months, so it is advisable to apply for SSDI as
soon as you become disabled. If your
application is approved, benefits begin in the
month following the six-month anniversary of
your date of disability (as recorded by the SSA
in your approval letter). Eligible family members
may also be able to collect additional payments
of up to 50% of your benefit amount.

SSI is a separate program, based on income
needs of the aged, blind, or disabled. You can
apply to both SSI and SSDI at the same time.

For more information, visit the Social Security
Disability Benefits website at ssa.gov, where
you will also find a link to information on the SSI
program.

¹ 2016 Retirement Confidence Survey, Employee
Benefit Research Institute

² Bureau of Labor Statistics,
National Compensation Survey, 2016

³ NOSSCR web site, accessed March 2017

About 20% of Americans
live with a disability, and
one in four of today's
20-year-olds will become
disabled before retiring.

Source: SSA, Disability
Facts, 2017

The average age of SSDI
recipients in 2015 was 54.

Source: Fast Facts and
Figures About Social
Security, 2016
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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.

I get so many credit card reward offers. How do I know
which one to choose?
Credit card reward programs
are more popular than ever. In
order to keep up with such
high demand in a competitive

market, credit card companies are coming up
with new and more enticing offers every day.
How do you know which one to choose?

Are you the type of credit card user who likes to
travel and/or frequent a particular hotel or
airline? If so, then a travel rewards credit card
might be the right option for you. Typically, a
travel rewards card allows you to earn points
(sometimes referred to as miles, depending on
the card) for every purchase you make on the
card. Typically, cards offer a reward that is
equal to 1% of your purchase, which means
that for every $100 you spend, you will earn 1
point or mile. Some credit card companies offer
even greater incentives, such as double points
for specific types of purchases or bonus points
when you open up an account. Before signing
up, however, be sure to read the fine print.
Many travel rewards cards have specific rules
that apply to point redemption and may charge
a hefty annual fee.

Don't want the hassle that sometimes goes
along with redeeming points on a travel
rewards card? Consider a cash back rewards
card. While not as thrilling as racking up points
to take a trip to some far-off, exotic destination,
cash back rewards cards may be better for
individuals who aren't frequent travelers and
who tend to use credit cards for everyday
purchases. Most cash back rewards cards offer
a flat cash reward on general purchases.
Others offer higher rewards for different
spending categories (e.g., dining or
entertainment purchases). Consider your credit
card spending habits to determine which cash
back rewards card would be appropriate for
you.

Finally, it's important to remember that rewards
cards work best when you pay off your account
balance each month. Be sure to charge only
what you can afford to pay off and avoid
spending over your budget just to earn more
rewards. Otherwise, the unpaid balance you
carry forward will create finance charges that
may cancel out the value of any rewards you
accumulate.

What happens to my property if I die without a will?
If you die without a will, your
property will generally pass
according to state law (under
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 to a joint owner or to a designated
beneficiary. For example, you can transfer
property such as IRAs, retirement plan benefits,

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