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Paying your bills, sticking to a budget and saving for 
retirement are all important tenets of personal finance. 
But what about those unplanned emergencies that require 
money when you’re least expecting it? What would you do 
if, for instance, you lost your job unexpectedly? Or maybe 
your car needs repairs or your refrigerator stops working. 
To protect against emergencies like these, you can develop 
an emergency fund. An emergency fund is exactly what it 
sounds like, an easily accessible savings account to tap into 
in an emergency.
Building this fund may be your first priority, even before 
debt repayment and retirement savings, or you might want 
to set your other financial goals in motion before focusing 
on an emergency fund. Some people attack both debt 
repayment and emergency savings at once. 

How to succeed
Getting started on building your emergency fund is as easy 
as opening a savings account. Decide how much you can 
contribute to it from each paycheck and stick to your goal. 
Consider these tips for building your fund:
•  It may be easier to automate your finances so you don’t 

actively have to transfer money each week. 
•  Another strategy is to think of your emergency fund as a 

monthly bill that you must pay to yourself. 
•  A painless way to start your account is with a tax refund, 

work bonus or other financial windfall. 
•  If you pay off a credit card or car loan, reroute the money 

you were using for those payments into your emergency 
fund. Similarly, if you get a pay raise, avoid lifestyle 
inflation and put the additional income in your savings.

•  Carefully define “emergency” to make sure you’re not 
withdrawing from the account unnecessarily. 

•  If you do experience a financial emergency, do anything 
you can to pay for it without tapping into your fund so 
you won’t have to rebuild it.

How much to save
There are many rules of thumb to use when deciding how 
much to keep in your emergency fund. If you don’t save 
enough, you could face financial hardship in an emergency 
and be forced to rely on credit. If you save too much, 

you’re not maximizing your money’s potential for growth 
by investing it. Most experts agree that you should save 
between three and six months of expenses in case you 
were to lose your job. Loss of income is one of the most 
common reasons to use an emergency fund, so this rule 
of thumb makes sense if you assume you’ll be looking for 
work for three to six months. When determining how much 
to save, consider your individual circumstances:

•  How many streams of income do you rely on? If you have 
multiple jobs or have a working spouse, you don’t have 
to save as much money because the likelihood of losing 
more than one income stream at once is low.

•  What kind of income do you rely on? If you and/or your 
spouse rely solely on commission or freelance pay, your 
situation is more precarious and you should consider 
building a larger emergency fund. 

•  Can you predict any big expenses in the near future? If you 
have an older car or appliances that may need to be 
replaced soon, it’s probably a good idea to start saving now. 
The same goes for major home repairs or starting a family. 

Where to keep your savings
A savings account at your local bank is a good place to start. 
You may also consider an online bank for added security, 
increased interest rates and less accessibility. Another 
option is a money market account or CDs, but make sure 
your funds are liquid enough in case you need to use them.
Many people decide to forgo building an emergency 
account in favor of saving for retirement. You can 
technically borrow money from a tax-sheltered account 
such as a 401(k) or IRA, but you could be faced with steep 
fines or have to repay it right away. Withdrawing early from 
a retirement account is not advised because of how much 
you’ll lose in taxes and fees. You could also rely on credit 
cards or a home equity line of credit, but this can put you 
deep in debt if you face a particularly expensive emergency.
You can’t predict what kinds of emergencies you’re going 
to face, and you can’t predict when they’ll happen. You 
can predict that there will most likely be an emergency at 
some point, and you can prepare in advance by building 
an adequate emergency fund.  
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  The Commerce Department reports that the U.S. GDP grew 2.4 percent during 2015, a rate 
similar to 2014. Faster growth earlier in the year was offset by a weak fourth quarter, which 
grew at an annualized rate of just 0.7 percent.

  In an effort to stimulate its economy, the Bank of Japan lowers interest rates to -0.1 percent, 
effectively charging banks for excess savings. Japan is the second major government bank to 
take its interest rates negative (the European Central Bank did it in mid-2014). 

  Automakers report a record 17.47M new vehicles sold in 2015, beating the previous record 
of 17.4M set in 2000. Analysts cite low interest rates and falling gas prices as major factors in 
elevated sales.

  Chinese stock markets experience their shortest trading day ever on January 6 as “circuit 
breakers” designed to stop a market crash halt trading after just 14 minutes of activity. Under 
the circuit breaker system, the markets were only allowed to fall 7 percent before trading was 
suspended until the next day.

  Hounded by sanctions, inflation and plummeting oil prices, Russia’s preliminary economic 
data shows its GDP contracted by 3.7 percent in 2015. Russian workers are thought to have 
experienced a 10 percent drop in real wages during the year.

  After disappointing sales in 2015, retail icon Macy’s announces plans to cut 3,000 jobs and 
restructure its store management over the next few years.

  China reports its economy grew 6.9 percent in 2015. Though rapid compared to most of the 
world, it is the slowest growth rate the country has had in 25 years.  

   The U.S. Bureau of Labor Statistics reports that the economy added 292,000 jobs in December, 
indicating that 2015 finished with strong employment growth.

  Ireland-based pharmaceutical company Shire Plc announces plans to acquire U.S.-based biotech 
firm Baxalta for approximately $32B. 

 the January market

U.S. Large Cap
(S&P 500)

1,940.24

U.S. Mid/Small
(Russell 2000 Index)

1,035.38

Foreign Large
(NYSE International 100)

4,535.78

Bond Market
(Dow Jones Equal Weight U.S.
Issued Corporate Bond Index)

343.27 
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   Congress ends two advanced Social Security strategies 
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In November 2015, Congress passed 
the Bipartisan Budget Act of 2015 
that raised the national debt limit 
and prevented a government 
shutdown. The law included 
provisions that removed two Social 
Security filing statuses: “file-and-
suspend” and “file-and-restrict.”

Social Security basics
Old-age, Survivors, and Disability 
Insurance, typically referred to as 
“Social Security,” is a cornerstone of 
financial planning for retirement. The 
program was set up to ensure that 
people had some guaranteed income 
after they were no longer able to 
work. A person’s full Social Security 
benefit is calculated as a portion of 
their average income over his or her 
last 35 years of work. The value of 
this benefit is known as the Primary 
Insurance Amount (PIA).

Two other factors can also affect 
the size of an individual’s Social 
Security benefit: the age at which 
an individual starts taking Social 
Security benefits and the size of their 
spouse’s Social Security benefit.

Full Retirement Age (FRA): Although 
Social Security can be taken as early 
as age 62, benefits will be reduced 
by the number of months until a 
person’s FRA (age 66 for those born 
1943-54). However, if a person waits 
beyond his or her FRA to start Social 
Security, benefits increase 8 percent 
each year until age 70.

Spousal benefit: Instead of taking 
a benefit based on their past 35 

years of work, individuals may opt 
for a Social Security benefit equal to 
half of their spouses’ PIA (reduced 
if taken before FRA). In order for a 
person to claim a spousal benefit, 
his or her spouse must already be 
receiving Social Security. 

What’s changing?
The 2016 changes to Social Security 
do not affect any of the factors listed 
above. The changes only remove two 
filing strategies that allowed some 
couples to take spousal benefits early 
while letting their individual benefits 
grow for later use.

Strategy 1: “File-and-suspend” 
allows individuals to start Social 
Security benefits at FRA and 
immediately suspend them, allowing 
them to continue growing until 
age 70.  Why start benefits if they 
are immediately suspended? By 
activating their benefits once, their 
spouses were free to start collecting 
spousal benefits. 

Changes: Social Security has altered 
suspension so that an individual 
cannot collect benefits from another 
person’s work record (e.g. spousal 
benefits) while that person’s benefits 
are suspended OR while his or her 
own benefits are suspended. The 
changes also removed the ability for 
individuals to undo their suspension, 
which provided a lump sum payout 
of all benefits since the suspension.

Strategy 2: Sometimes used with a 
suspension, the “file-and-restrict” 
strategy (also called “deemed 
filing”) allows an individual to file for 
benefits at FRA but only as a spouse. 
The individual is allowed to collect 
spousal benefits while letting his 
or her personal benefit continue to 
grow. At age 70, the individual then 
switches to his or her maximum 
personal benefit. 

Changes: Restricted filing has 
effectively been removed. When 
filing for spousal benefits, Social 
Security will also file an individual 
for personal benefits, automatically 
choosing whichever benefit is 
larger. This makes it impossible to 
collect one benefit while deferring 
a better one.

Who’s affected?
People who are already using file-
and-suspend or file-and-restrict will 
not be affected by the changes to 
Social Security. Additionally, people 
who reached age 62 by the end of 
2015 will still be entitled to file-and-
restrict in its previous form.

Age Percent of PIA
62 75%
63 80%
64 86.6%
65 93.3%
66 100%
67 108%
68 116%
69 124%
70 132%

*  Social security benefits chart for individuals 
born 1943-1954
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This article was written by Advicent Solutions, an entity unrelated to Hooker & Holcombe Investment Advisors, Inc. The information contained in this newsletter is not intended to be tax, 
investment or legal advice, and it may not be relied upon for the purpose of avoiding any tax penalties. Hooker & Holcombe Investment Advisors, Inc. does not provide tax or legal advice. 
You are encouraged to consult with your tax advisor or attorney regarding specific tax issues. © Advicent Solutions.  All rights reserved. 

Contact your health care provider with health-related issues. You should never disregard medical advice or delay in seeking it because of information provided in this newsletter. 

Investment advice is offered through Hooker & Holcombe Investment Advisors, Inc., an SEC Registered Investment Advisor. 

February
is a great month to . . .
February is American Heart Health 
month. If like most Americans you 
resolved to eat healthier this year, 
congratulations, you have already 
taken a step toward a healthier heart. 
Eating a healthy diet and getting 
regular exercise are keys to reducing 
your risk of a stroke or heart attack. 
They help by keeping your blood 
pressure, insulin levels and cholesterol 
in check, all of which contribute to your 
risk for heart disease.

Learn more about heart-healthy living 
from the CDC

About Hooker & Holcombe Wealth Management

Individuals who wish to file-and-suspend under the traditional rules have 180 
days from the enactment of the changes (i.e., until April 2016) to complete 
their filing.

Why are these changes being made?
The changes to file-and-suspend and file-and-restrict are an effort to improve 
the solvency of Social Security by closing designated loopholes for collecting 
additional benefits. Given the uncertain future of Social Security, Congress 
decided the removal of these strategies would help secure reliable income for 
the greatest number of Americans. After all, if the Social Security trust fund 
becomes underfunded, it would mean cuts to everyone’s benefits – whether 
they could use these strategies or not.

Is Social Security planning still valuable?
Although these changes have simplified how benefits are taken, Social 
Security optimization is still an essential part of a complete financial plan. 
Deciding when to start benefits and how to use them effectively are 
important questions that can have complicated answers. Talk to the experts 
at Hooker & Holcombe to find out how you can maximize Social Security for 
your future.

Continued: Congress ends two advanced Social Security strategies

 Snow shoveling safety
While we are experiencing an unusually light snowfall thus far in 2016, we all know that weather patterns can change 
quickly. Shoveling snow increases your physical exertion and should be undertaken carefully, especially for anyone 
with health issues. 

Check out these tips from the American Heart Association for safer snow shoveling.
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