
 

 
 
Cathy Callahan, vice president of ESSA Bank and Trust, offers tips on how to save, including: ‘Make sure 
to pay yourself first. View your savings deposit as you would any other monthly obligation.’ 
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Ever get the feeling that you aren't saving enough money? 

You aren't alone. 

A recent study released by the Consumer Federation of America revealed that more than half of 
Americans say they are not saving adequately. 

The survey, conducted by Opinion Research Corp., was based on interviews of more than 2,000 
adult Americans and showed that 52 percent of them are not saving adequately for retirement 
and other major expenses. 

The comprehensive survey, conducted in November, determined how Americans view their 
saving adequacy and what major barriers they encounter when trying to successfully save. 

Some of the most frequently identified hurdles were factors such as large regular expenses or 
unexpected expenses, which were cited by 72 percent of respondents. More than one-third of 
those surveyed said that "impulse spending" made it difficult for them to save. 

Cathy Callahan, vice president of ESSA Bank & Trust, said, "Major factors contributing to 
Americans' inability to save are increases to health care costs, housing and education. Major 
purchases, such as homes and automobiles, previously required substantial down payments. Now 
these items can be obtained with zero down." 



The most obvious tip to start saving is to begin analyzing spending habits. 

"The first thing that people say is that they don't have any money, but you have to look at what 
you spend and see how you can reduce that," said Dorothy Fox, president of NEPA Credit 
Union. 

"You have to ask yourself, 'Am I overdrafting? Do I go to the ATM every day?'" Fox said. 

She suggested keeping a log for several months to analyze every penny and see where spending 
can be cut. Simple steps such as clothes shopping during the holiday sales and packing a lunch 
for work instead of eating out are great ways to start saving money. It might not seem like a lot, 
but it's a place to start. 

It also helps to avoid the spending temptation all together. 

Fox said that directly depositing a portion of each month's paycheck into a savings account will 
keep money in the bank and boost savings. She suggested deciding on a reasonable amount to 
save, and then divide that amount by the number of paychecks received each year. A direct 
deposit can usually be set up through your employer to remove the specified amount and place it 
directly into a savings account. 

When it comes to saving, it pays to know which accounts have the highest yields. 

"Look for an account that does pay interest and does not have any fees. Money market accounts 
will pay a higher yield than a savings account, but may require a minimum balance," Callahan 
said. 

With a money market account, interest is compounded daily and money remains accessible, with 
no penalty fees for withdrawal. The setback is that the minimum balance must usually remain 
around $2,500 a month to avoid penalty fees. 

Other common accounts include Roth IRAs, which, unlike traditional IRAs, are not tax-
deductible; however, there are fewer restrictions and requirements on withdrawals. A "seasoned" 
account, meaning one that has been opened for five years or longer, may have money withdrawn 
without penalty. 

No matter which accounts you decide to invest in, the best savings advice is to start early. 

November's survey showed that young adults ages 18 through 24 face the toughest savings 
challenges. They are the most likely demographic group to say that they are not saving 
adequately. In fact, 62 percent of this group said that they feel they are unable to save. 

"Young people have a great opportunity to begin a lifetime of savings," Callahan said. 

Compound interest, when saved over a lifetime, can add many thousands to an account. 



The most common accounts young people should be investing in are IRAs and 401(k) plans, 
which are usually provided by employers. It's never too soon to begin thinking about saving for 
retirement. 

Callahan said, "Set up a budget and make sure to pay yourself first. View your savings deposit as 
you would any other monthly obligation." 

 

A WEEK FOR SAVVY SAVERS 
Feb. 24 through March 2 is America Saves Week.  

Savings Tips:  

• Never make an expensive "impulse" buy. Think over each expensive purchase for at least 
24 hours. This will mean fewer regrets about impulse spending and more money for 
"emergency funds."  

• Pay with a debit card rather than a credit card. You cannot spend money that you do not 
have when you use a debit card. Using a debit card may also keep you from incurring 
hundreds of dollars in credit card interest.  

• Raise the deductibles on auto and homeowners' insurance: Being willing to pay $500 to 
$1,000 on a claim, rather than only $100 to $250, can reduce annual premiums by as 
much as several hundred dollars. 

common Accounts:  

Roth IRA 

Advantages: Earnings not taxed if withdrawn after the "seasoning" period of five years.  

Disadvantages: Contributions are not tax-deductible. There are heavy penalties for early 
withdrawals. An unqualified withdrawal will result in federal income tax plus a 10 percent 
penalty on the amount. Fortunately there are many exceptions, such as buying a first home and 
paying qualified educational expenses. 

Money Market Account 

Advantages: Variable interest compounded daily and credited monthly. Competitive tiered 
interest rates. There is no monthly service fee when you maintain the minimum balance.  

Disadvantages: Can usually only write up to three checks per statement cycle without a penalty 
fee. The minimum balance in the account must usually remain at about $2,500 to avoid incurring 
a penalty fee.  

401(k) 



Advantages: Contributions are automatically deducted from your paycheck so you save regularly 
and don't miss the money. Options for investment are prescreened so that investment risk is 
reduced to a certain degree. Most employers match 50 percent of an employee's contribution to a 
401(k) plan. 

You have the option to contribute the amount you feel you can afford to your plan, up to the 
maximum allowed by the government.  

You aren't responsible for income tax on your contributions until the money is withdrawn. 

Disadvantages: Money is intended to stay in your account until you reach age 59½. Employer 
contributions are usually not vested (do not become the property of the employee) until a number 
of years have passed. Each year, the Internal Revenue Service sets a maximum contribution limit 
for 401(k) accounts. For 2007, the employee contribution limit was $15,500. 


