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Interest rates remain at historically low levels throughout the banking system. There are 
many reasons for the long-term trend towards lower rates and one obvious current reason 
why the floor dropped out from both saving and loan rates. To understand why interest rates 
change you need to understand a little about economics. The Federal Reserve (Fed) has a 
dual mandate from Congress to keep inflation under control (AKA price stability) and to 
promote “full employment”. I put “full employment” in quotes because unlike what the name 
implies, there is a healthy level of unemployment that needs to exist. This healthy level is 
generally expected to be 5.0%. Price stability, the other part of the dual mandate, is defined 
as an inflation rate that averages 2.0%. A little inflation is good but high inflation, or no 
inflation can be very bad. So, the Fed is trying to keep unemployment at 5.0% and inflation 
at 2.0%. To do this they use tools like interest rates to influence the money supply and 
economic growth. The banking system is where many of the Fed’s tools actually make a difference. If the Fed lowers 
its interest rate to banks, banks will lower their rates to customers. The same thing happens in reverse when the Fed 
increases interest rates. Before the 2008 housing bubble, the flagship overnight interest rate paid by the Fed to banks 
was 5.25%. Now that same rate stands at 0.15%. This means excess deposits at a bank or credit union earn next to 
zero. Why would the Fed want rates to be so low? Two reasons: (1) Low rates on deposit accounts discourage people 
from saving money. If people are not saving, they’re spending, which increases economic activity. (2) Low loan rates 
encourage people to borrow. And borrowing also increases spending which increases economic activity. The opposite 
happens when interest rates rise. Higher rates encourage people to save and discourage borrowing. Both of which slow 
the economy. 

I said above that there are many reasons rates are so low. What’s another reason? Just like a big box store buys 
toothpaste and then sells it at a higher price to cover overhead and make a profit, banks and credit unions pay for 
deposits and then loan the deposits out to other customers at a higher rate to cover cost and make a profit. There has 
been a change happening in banking for a few decades now and this makes it harder to pay higher rates on deposits. 
The change is the cost structure of running a bank or credit union. Think about all the things you expect: digital 
banking, card controls for debit and credit cards, bill pay services, depositing a check with your phone, etc. These 
features are provided by the credit union for free, but they cost us money. At Topside FCU, alerts alone cost thousands 
of dollars each month. All these costs need to be paid and the lion’s share is paid out of that same difference between 
interest paid on deposits and interest earned on loans. So, deposit rates go down a little and interest rates go up a little. 
When overall interest rates (explained above) go very low, deposit rates must go very low so the credit union can cover 
its cost.

I hate that Topside is paying members low rates for deposits. I love that Topside is charging very low rates on loans. 
So, what can you as a member do to earn something on deposits? Consider talking to a financial advisor like Scott 
Pettyjohn at Topside Financial. Scott can help you balance your deposit levels with other non-bank products that can 
pay higher returns. As a bonus, Scott will meet with you for free to help you with your goals, needs and strategies.

What else can you do? Take advantage of these amazingly low interest rates and borrow. You can refinance your 
mortgage, your car loan, or consolidate your credit card debt with lower rate loans. If the pandemic has left you with 
severe cabin fever, take your dream vacation or build a backyard oasis. Topside has millions to lend to our members 
and we’re eager to do so.

Bruce A. Six, CEO  
Feel free to email Bruce at Bruce.Six@topsidefcu.org.

Holiday 
Closings
Independence Day 
(observed) 
Monday, July 5

Labor Day 
Monday, September 6

Columbus Day 

Monday, October 11

Veterans Day 
Thursday, November 11

Thanksgiving 

Thursday, November 25

Christmas 

Saturday, December 25

Why are Rates So Low?

The long sunny days of 
summer have a way of flying by, 
and if you’re not careful, they may end up 
whittling your budget down just as fast. Avoid a 
budget burnout by watching for these budget-busters.

Day camps. Rather than resorting to expensive day camps 
for the kids, check with your local library or city’s park and recreation 
department for free or low-cost programs available for children.

Extra driving. Park visits, beach days, and zoo days have a way of guzzling up your 
gas. Consider limiting day trips to a couple times a week, or parking in a central location and 
walking from there.

Lack of planning. Busy summer days can make it tempting to give meal planning a break, which can 
mean last-minute trips to the store, or extra eating out. Consider foods that are easy to prepare and 
fun to eat, including meats and vegetables to grill. 

Keeping things cool. Consider ways to reduce the length of time your air conditioner runs, such as 
opening windows at night, using fans, and keeping blinds closed on hot sunny days.

Restocking summer clothes. Be sure to shop your own closet before heading out for new clothes 
for the new season. If you still need new clothes for the season, consider classic items that remain 
trendy and are more likely to remain evergreen from summer to summer.

Summer gear. Tents, coolers, hammocks, lawn furniture—they all sound tempting for summer, but 
consider how much you’ll use each new item versus how necessary it is to have a new one.

Vacations. There’s nothing wrong with a great summer vacation, but if it forces you to use credit, 
consider making smaller, less expensive plans and start saving up for bigger plans for next year.

Congratulations to our  
2021 Scholarship Recipients!

Harry C. Ovitt Jr. Scholarship | $3,000.00

Braden Yates
John J. Walsh Memorial Scholarship | $1,000.00

Dana Jensen      Hayden Kendall 
Aren Wallace

Jesse Miller, Fredericksburg (VA)  
Alumni Chapter, Kappa Alpha Psi Fraternity, Inc 

Scholarship | $1,000.00

Emma Shaeffer

Don’t Let 
SUMMER 
Burn Your Budget



The Inside Scoop on 
…Student Loans

Much has been written about how college graduates can tackle their mountains of 
student loan debt. But what may be more effective is to minimize the amount and 

type of debt that is acquired in the first place. 

So, what do you need to know before committing to student loans so you do not 
find yourself in default and so student loans do not limit your future opportunities? 

Contact Scott E Pettyjohn  
at Topside Financial, LLC for a review 
of your financial future.

(540) 361-2216 – Cell (540) 273-6549

NOT A BANK OR CREDIT UNION DEPOSIT OR OBLIGATION • MAY GO DOWN IN VALUE • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY
NOT FDIC OR NCUA INSURED • NOT GUARANTEED BY ANY BANK OR CREDIT UNION
 Securities, investment advisory and financial planning services offered through qualified registered representatives of MML Investors Services, LLC 
Member SIPC, www.sipc.org Supervisory Office: Overlook 1, 4880 Sadler Road, Suite 110, Glen Allen, VA 23060-6151, Tel: 804-346-1011. NSWC 
Financial Services is not a subsidiary or affiliate of MML Investors Services, LLC or its affiliated companies CRN202109-237289

Limit Borrowing
Borrow as little as you need, not as much as 
you can. Try to limit total student loan debt at 
graduation to less than what you expect the 
student’s annual starting salary to be so s/he can 
afford to repay the loans in 10 years or less using 10 
percent of their gross income. 

If annual income is $40,000, then the monthly 
income will be one-twelfth that, or $3,333.33. 
Dividing the monthly payment into the monthly 
income is 12 percent. Most of the time, under 15 
percent is affordable, though 10 percent and under 
is preferred.

To better understand what salary a graduate can 
expect, research starting salaries in the fields they 
are interested in. Good places to begin include 
government resources such as the U.S. Department 
of Labor’s Occupational Outlook Handbook (https://
www.bls.gov/ooh/) and the Federal Student Aid’s 
Career Search Tool (https://studentaid.ed.gov/sa/
prepare-for-college/careers/search).

Choose the Right Type of Student Loan
Students can choose from many types of loans to 
pay for college, and some are considerably more 
costly in the long run than others. 

Stafford Subsidized Loans offer the lowest rates 
and are reserved for undergraduate students with 
the greatest financial need. The federal government 
pays the interest on subsidized loans while the 
borrower is in school at least half-time, during the 
grace period and during periods of deferment. 

By comparison, Stafford Unsubsidized Loans are 
available to both undergraduate and graduate 
students and are not need-based. Interest accrues 
while the student is attending school and continues 
through the life of the loan. 

Non-subsidized loans and private student loans, as well as 
parent PLUS loans, have interest rates above market rate 
and cannot be discharged in bankruptcy

For parents who are considering borrowing to help their 
children pay for school, consider home equity loans over the 
options mentioned above. 

Do Not Let Student Loan Debt Limit Your 
Future
Excessive debt may result in delaying buying a home, 
delaying getting married, delaying having children, taking 
a job instead of pursuing additional education, taking a job 
outside one’s field of study, working more than desired and 
working more than one job. For high school seniors, it can be 
hard to imagine that any of these things might one day feel 
more important than attending the college of their dreams 
next year. 

The world is full of opportunities at age 17 or 18. Why limit 
those opportunities for the next three decades? By keeping 
student loan debt at a minimum, graduates will still be able 
to travel the world, continue their 
education with an advanced degree, 
start a business, or pursue lower-
paying but potentially life-changing 
opportunities like volunteering with 
the Peace Corps or teaching.

LEARN HOW TO KEEP YOUR 
INFORMATION SECURE
Prevention Tips

STEPS YOU CAN TAKE
 � Turn on your account alerts to be notified immediately of any unwanted activity.

 Security alerts are real-time alerts that you can enable to notify you of access or online banking account 
changes. Some alerts are hard coded to make sure you know when your online banking password or login ID 
has changed. Don’t let these alerts go to waste by receiving them in your secure message box!

 Make sure that you are setting up the delivery of these alerts to a device that you have handy. Quick reaction 
is the best defense in cases of a fraudulent attempt to access your account. 

 � Update your passwords every 90 days, and do not use the same password for more than one account.

 � Learn more about identity theft and other ways to protect yourself at IdentityTheft.gov or the Consumer 
Financial Protection Bureau.

SAFE AND SECURE DIGITAL BANKING
 � Your username and password must be at least ten letters, numbers, and special characters.

 � Use a unique username and password that you don’t use anywhere else. If other sites are compromised that 
username will not be relevant here. After all this is your money don’t you want to protect it every way you can? 

 � A secure access code is required when logging in from a new device. This code is sent to you by voice, email, or 
text.  

 NEVER SHARE THIS CODE WITH ANYONE. 

 � Use Face ID or Touch ID to help thwart invalid logins.

 � Register your device! By saving your device when you login we have validated that this is you. We can save 10 
devices under your account profile.

 Soon, we will be adding the protective feature where you will only be able to change your password from your 
registered device. This will keep fraudsters out. Unfortunately, this may cause some inconvenience, as that 
nice “forgot password” link will not work for you unless you register your devices. 

SET-UP A TELEPHONE PASSPHRASE
 � To further safeguard your account, create a telephone password. A telephone password is used when you need 
to speak with us over the phone. We will ask you to provide this password each and every time you call us. 

 � Contact us at 540-663-2181. It’s easy to add a telephone passphrase. 

VIEW YOUR FICO® SCORE FOR FREE
 � A FICO score is a type of credit score created by the Fair Isaac Corporation.

 � Reviewing your score can help prevent identity theft.

 � Free FICO scores are updated monthly (dates will vary)

 � Get a free copy of your credit report every 12 months from each credit reporting 
company at annualcreditreport.com.

We are happy to help you in any way we can. 
Help us help you keep your account safe.

Protect your personal information

Don't take the bait. 
 Protect your personal information!

  
"Phishing" is a fraudulent attempt to obtain sensitive information or data, such as

usernames, passwords, credit card numbers, or other sensitive details by impersonating a
trusted source, such as your financial institution. Follow these tips to protect yourself from

this common type of scam:

1. Never give out your credit card number. Scammers will contact you and claim to
be from a trusted organization to trick you into giving them your credit card
information. Don't fall for this trick! 

2. Be cautious when clicking links in emails. Fraudsters will send emails pretending
to be your financial institution & ask for your personal information. These emails may
also include links to a bogus website in an attempt to steal your username and
password. When in doubt, call us!

3. Avoid public WiFi. If a network doesn't require a password, unencrypted data can
be visible to anyone around you. That means your information could end up in the
wrong hands!

4. Update software automatically. Set your devices to update software automatically.
Keeping your devices up-to-date with the latest and greatest security software can
provide an extra layer of protection.

The FBI's Internet Crime Complaint Center reported that people lost $57 million to
phishing scams in one year alone! Don't be one of these victims. 


