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Lisa Blake: 

Lisa Blake here with Steve Zimmer, private banker with Commerce Trust Company. Today, we're going to talk 
about making educated spending decisions with good cash considerations. So let's get started. Welcome, 
Steve. 

Steve Zimmer: 

Thank you. 

Lisa Blake: 

So Steve, how do I maximize my cash? 

Steve Zimmer: 

You may find you have excess cash as a result of a bonus, inheritance or maybe just indecision after selling out 
of one investment before committing to a new. Extra cash isn't necessarily a bad thing, but cash that isn't 
working for you could be working against you when you consider the effects of inflation. 

Lisa Blake: 

Well, how much cash should I have on hand? 

Steve Zimmer: 

That's a great question. The general rule of thumb suggest setting aside four to six months worth of your living 
expenses in cash in the event of an emergency. Another popular approach is to have enough cash to cover 
deductibles for insurance like car, health and homeowners, should you need to file a claim. Keep in mind, the 
amount of emergency cash should be tailored to your and your family's needs based on your lifestyle. For 
example, cash needs will be quite different for a retired couple on a fixed income, a 50-year-old salesman on 
commission income, a single 35-year-old with a salary. Investors should consider keeping their emergency 
fund cash separate from cash in their portfolio in order to take advantage of new investment opportunities 
without having to sell existing investments and potentially create a taxable event.  

Lisa Blake: 

Steve, with rates still near historic lows, is now a good time to refinance or opt for a line of credit? 



 

 

Steve Zimmer: 

The low interest rate environment can make borrowing an attractive option. If you're able to refinance to a 
lower rate, that generally is a pretty good strategy. However, be aware of the overall cost and make sure it 
supports your long-term goals. For instance, if you're planning on selling your home or moving in the near 
future, reducing your mortgage by a half of a percent and paying the closing costs may not reap the long-term 
savings. One way to access cash and continue to enjoy a low interest rate is to establish a line of credit now 
that can be utilized as needed for planned purchases or emergency. 

Lisa Blake: 

That's great information, Steve. So if I were to receive excess cash from a bonus, inheritance or some other 
type of distribution, for example, an ESOP diversification distribution, should I pay off debt or should I reinvest 
it? 

Steve Zimmer: 

That's what people ask a lot of. Paying off debt or investing a windfall is a personal choice that's really based 
on your unique situation. If you're a debt averse person, it may give you peace of mind to reduce debt, even if 
your finances could benefit more from investing. In general, if you can earn more by investing the money, then 
you would by paying interest on the debt, it's better to invest. Likewise, if the interest rate on your debt is 
more than you would earn through investing, you should consider paying off the debt. 

Consider the following example. This client has a debt with a 6% interest rate and it is tax deductible. He also 
has an opportunity to turn 8% on a taxable investment. In the 33% marginal tax bracket after taxes, the debt 
costs just over 4%, while the after-tax return on investments is 5.36%. So it appears that it would be better to 
invest excess cash while making regular minimum payments on the debt. This type of question is one that can 
be best answered in the context of your larger financial situation and goals, and that is why it's advantageous 
to have a financial plan and a financial advisor to help guide your decisions. 

Lisa Blake: 

If I don't want to spend my cash, what other ways can I borrow? 

Steve Zimmer: 

Many customers are familiar with mortgages, home equity loans, lines of credit, credit cards, and student or 
car loans. Investors have an additional option for borrowing against their securities. Now, with securities-
based lending, you can retain ownership of your investment while borrowing against the value of it, similar to 
a home equity line of credit. Securities-based lending can be a great source of funding for a short term loan, 
like a bridge loan, for example. If you find yourself needing to buy a new home prior to selling your current 
one, as long as the securities hold its value or increase, you will have a line of credit available to use. If the 
securities decline in value, you may have to pay down the line of credit or sell a portion of the investment to 
meet minimum requirements. This is a common borrowing strategy amongst investors, because it provides 
flexibility and sense of control and preserves their emergency cash. 



 

 

Lisa Blake: 

Thank you, Steve. This has been very helpful. To obtain more information on this topic please go to 
garneyesop.com. That's G-A-R-N-E-Y-E-S-O-P.com or feel free to give me a call at (816) 760-3627. 

Steve Zimmer: 

The practice of lending, including lending involving marketable securities which are subject to changes in 
values involve risk, including the risk of value decline or loss, at the risk of non-payment of lending obligations. 
Diversification does not guarantee a profit or protect against all risk. Securities-based borrowing exposes the 
borrower to unique risks. If the value of the underlying investments increases sharply, the borrower may need 
to expedite repayment or sell investments to meet terms of a lending agreement. Selling investment securities 
may result in adverse tax obligations. 

Lisa Blake: 
Commerce Trust Company is a division of Commerce Bank. The risk of loss from investing in securities or other 
investments can be substantial. You should consider whether investments entered into directly by you or on a 
discretionary managed basis through Commerce Trust Company or elsewhere are appropriate for you in light 
of your investment objectives, financial circumstances, tax status, and your tolerance to risk and your 
investment experience. In considering whether to trade or invest, you should inform yourself and be aware of 
the risk. Generally, non-depository investments offered in connection with Commerce Bank and its affiliates 
are not guaranteed, are not FDIC insured, and as noted earlier, may lose value. Past performance is no 
guarantee of future results. And the other information in the commentary provided as this date are subject to 
change. Information provided is presented for the purpose of general education information and illustration 
only, is not recommendation on any future investment or market behavior, and is not to be considered an 
opinion of Commerce Trust Company or Commerce Bank. 
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