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No matter how much
money you have or which
life stage you're in,
becoming financially
independent starts with a
dream. Your dream might
be to finally pay off the
mountain of debt you've
accumulated, or to stop

relying on someone else for financial support.
Or perhaps your dream is to retire early so you
can spend more time with your family, travel the
world, or open your own business. Financial
independence, however you define it, is
freedom from the financial obstacles that are
keeping you from living life on your own terms.

Envision the future
If you were to become financially independent,
what would change? Would you spend your
time differently? Live in another place? What
would you own? Would you work part-time?
Ultimately, you want to define how you choose
to live your life. It's your dream, so there's no
wrong answer.

Work at it
Unless you're already wealthy, you may have
had moments when winning the lottery seemed
like the only way to become financially secure.
But your path to financial independence isn't
likely to start at your local convenience store's
lottery counter.

Though there are many ways to become
financially independent, most of them require
hard work. And retaining wealth isn't
necessarily easy, because wealth may not last
if spending isn't kept in check. As income rises,
lifestyle inflation is a real concern. Becoming —
and remaining — financially independent
requires diligently balancing earning, spending,
and saving.

Earn more, spend wisely, and save
aggressively
Earn more. The bigger the gap between your
income and expenses, the quicker it will be to
become financially independent, no matter what
your goal is. The more you can earn, the more
you can potentially save. This might mean

finding a job with a higher salary, working an
extra job, or working part-time in retirement.
And a job is just one source of income. If you're
resourceful and able to put in extra hours, you
may also be able to generate regular income in
other ways — for example, renting out a garage
apartment or starting a side business.

Spend wisely. Look for opportunities to reduce
your spending without affecting your quality of
life. For the biggest impact, focus on reducing
your largest expenses — for example, housing,
food, and transportation. Practicing mindful
spending can also help you free up more
money to save. Before you buy something
nonessential, think about how important it is to
you and what value it brings to your life so that
you don't end up with a garage or attic filled
with regrettable purchases.

Save aggressively. Set a wealth accumulation
goal and then prioritize saving. Of course, if you
have a substantial amount of debt, saving may
be somewhat curtailed until that debt is paid off.
Take simple steps such as choosing
investments that match your goals and time
frame, and paying yourself first by automatically
investing as much as possible in a retirement
savings plan. Time is an important ally in the
quest for financial independence, so start
saving as early as possible and build your nest
egg over time. (Note that all investing involves
risk, including the possible loss of principal, and
there is no guarantee that any investment
strategy will be successful.)

Keep going
Make adjustments. Life changes. Unexpected
bills come up. Some years will be tougher
financially than others. Expect to make some
adjustments to your plan along the way,
especially if you have a long-term time frame,
but keep going.

Track your progress. Celebrate both small
milestones and big victories. Seeing the
progress you're making will help you stay
motivated as you pursue your dream of
financial independence.
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Financial Advice for Recent College Graduates
You've put in the hard work as a college
student and finally received your diploma. Now
you're ready to head out on your own. And
though you may not have given much thought
to your financial future when you were in
college, you have new financial challenges and
goals to consider. Fortunately, there are some
simple steps you can take to start on the right
track with your personal finances.

Set financial goals
Setting goals is an important part of life,
especially when it comes to your finances. And
though your financial goals will likely change
over time, you can always make adjustments in
the future. Start out by asking yourself some
basic questions about your financial goals, such
as whether they are short term (e.g., saving
money to buy a car or rent an apartment) or
long term (e.g., paying off student loans or
buying your own home). Next, ask yourself how
important it is to accomplish each goal and
determine how much you would need to save
for each goal.

Understand the importance of having a
budget
A budget is an important part of managing your
finances. Knowing exactly how you are
spending your money each month can set you
on a path to pursue your financial goals. Start
by listing your current monthly income. Next,
add up all of your expenses. It may help to
divide expenses into two categories: fixed (e.g.,
housing, food, transportation, student loan
payments) and discretionary (e.g.,
entertainment, vacations). Ideally, you should
be spending less than you earn. If not, you
need to review your expenses and look for
ways to cut down on your spending.

Remember that the most important part of
budgeting is sticking to it, so you should
monitor your budget regularly and make
changes as needed. To help stay on track, try
to make budgeting a part of your daily routine
and be sure to give yourself an occasional
reward (e.g., dinner at a restaurant instead of
cooking at home).

Establish an emergency fund
An emergency fund is money set aside to
protect yourself in the event of an unexpected
financial crisis, such as a job loss or medical
bills. Typically, you will want to have at least
three to six months' worth of living expenses in
your cash reserve. Of course, the amount you
should save depends on your individual
circumstances (e.g., job stability, health status).

A good way to establish an emergency fund is
to earmark a portion of your paycheck each pay
period to help achieve your goal.

Manage your debt situation properly
Whether it's debt from student loans or credit
cards, you'll want to avoid the pitfalls that
sometimes accompany borrowing. To manage
your debt situation properly, keep track of your
loan balances and interest rates and develop a
plan to manage your payments and avoid late
fees. If you need help paying off your student
loans, consider the following tips:

• Find out if your employer offers some type of
student debt assistance

• Contact your lender about your repayment
options

• Consider whether loan consolidation or
refinancing is available

Maintain good credit
Having good credit will impact so many different
aspects of your financial situation, from
obtaining a loan to gaining employment. You
can establish and maintain a good credit history
by avoiding late payments on existing loans
and paying down any debt you may have. In
addition, you should monitor your credit report
on a regular basis for possible errors or signs of
fraud/identity theft.

Determine your insurance needs
Insurance might not be the first thing that
comes to mind when you think about your
finances. However, having the right amount of
insurance is an important part of any financial
strategy. Your specific insurance needs will
depend on your circumstances. For example, if
you rent an apartment, you'll need renters
insurance to protect yourself against loss or
damage to your personal property. If you own a
car, you should have appropriate coverage for
that as well. You may also want to evaluate
your need for other types of insurance, such as
disability and life.

As for health insurance, you have a couple of
options. You can usually stay on your parents'
insurance until you turn 26. In addition, you
may have access to health insurance through
your employer or a government-sponsored
health plan, or you can purchase your own plan
through the federal or state-based Health
Insurance Marketplace. For more information,
visit healthcare.gov.
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Managing Your Money in a Gig Economy
According to the Bureau of Labor Statistics,
16.5 million people rely on contingent or
alternative work arrangements for their
income.1 Often referred to as the "gig
economy," these nontraditional or contingent
work arrangements include independent
contractors, on-call and temp agency workers,
and those who sign up for on-demand labor
through smartphone apps.

If you are a contingent worker, you need to pay
close attention to your finances in order to
make up for any gaps in earnings that may
occur between jobs. In addition, you'll have to
plan ahead for health-care costs, taxes, and
saving for retirement, since you will have to
shoulder these expenses on your own. The
following are some tips for managing your
money in a gig economy.

Prepare for slower periods between
jobs
While establishing a cash reserve is an integral
part of any financial strategy, it is especially
important for contingent workers. You'll want to
set aside enough money to cover unexpected
expenses and large bills that may come due
during slower months between jobs. A good
strategy is to make it a habit to deposit a
portion of your income in your cash reserve.

Make sure you maintain good credit
Even a robust cash reserve might not be able
to weather a significant downturn in
contingency work. That's why it's important for
contingent workers to have access to credit to
help them get through leaner times. Make sure
that you maintain a good history by avoiding
late payments on existing loans and paying off
your credit card balances whenever possible.

Come up with a budget...and stick to it
Because your income flow fluctuates, you'll
need to come up with a budget a bit differently
than someone with a regular income. Your first
step should be to determine your monthly
expenses. If it helps, you can break them down
into two types of expenses: fixed and
discretionary. Fixed expenses are expenses
that will not change from month to month, such
as housing, transportation, and student loan
payments. Discretionary expenses are
expenses that are more of a "want" than a
"need," such as dining out or going on a
vacation. Once you come up with a number,
you should determine how much income you
need to keep up with all of your expenses.

For a contingent worker, it's especially
important to stick to your budget and keep your
discretionary expenses under control. If you are

having trouble keeping on track with your
budget, consider ways to cut back on spending
or find additional sources of income to make up
for any shortfalls.

Consider your health insurance options
Unfortunately, as a contingent worker you don't
have access to an employer-sponsored health
plan. However, you do have health insurance
options. If you are a recent college graduate
and still on your parents' health insurance plan,
you usually can stay on until you turn 26. If you
are no longer on your parents' plan, you may be
eligible for a government-sponsored health
plan, or you can purchase your own plan
through the federal or state-based Health
Insurance Marketplace. For more information,
visit healthcare.gov.

Plan ahead for taxes
In a traditional work arrangement, employers
typically withhold taxes from employees'
paychecks. As a self-employed worker, you'll
have to plan ahead for federal and possibly
state taxes so you don't end up with a large bill
during tax time. The IRS requires self-employed
individuals to make quarterly estimated income
tax payments, so make sure you set enough
money aside each time you get paid to go
toward your tax payments. Because
contingency income fluctuates from month to
month, the IRS allows you to make unequal
quarterly payments. In addition, you'll be
responsible for paying a self-employment tax,
so you need to account for that as well. For
more information, visit the IRS website at
irs.gov.

Don't forget about retirement
While being self-employed has benefits, it also
comes with tough challenges. In particular, a
lack of structured benefits, such as an
employer-sponsored retirement plan, can lead
contingency workers to end up sacrificing their
retirement savings. And even though anyone
with earned income can set up an IRA, the
contribution limits are relatively low — $6,000 in
2019 ($7,000 if age 50 or older).

Fortunately, there are some options that may
allow you to make larger retirement
contributions. Consider contributing to a solo or
individual 401(k) plan (up to $56,000 in 2019,
not counting catch-up contributions for those
age 50 and over) or a SEP IRA (25% of your
net earnings, up to $56,000 in 2019).
1 U.S. Bureau of Labor Statistics, Contingent and
Alternative Arrangements Summary, June 2018

As a contingent worker, you
may be eligible for a number
of tax deductions (e.g.,
start-up expenses, mileage),
so be sure to keep good
records. If you have multiple
gig jobs, consider using a
log to keep track of your
income and work expenses.
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Advisory Services may be offered through
Lincoln Investment, Capital Analysts, or
Legend Advisory, Registered Investment
Advisers.

The Lincoln Investment Companies do not
provide investment, tax, legal, social
security claiming, or retirement advice or
recommendations. 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. Diversification or asset
allocation do not guarantee a profit or
protect against a loss.

Do I need to pay estimated tax?
Taxpayers are required to pay
most of their tax obligation
during the year by having tax
withheld from their paychecks
or pension payments, or by

making estimated tax payments. Estimated tax
is the primary method used to pay tax on
income that isn't subject to withholding. This
typically includes income from self-employment,
interest, dividends, and gain from the sale of
assets. Estimated tax is used to pay both
income tax and self-employment tax, as well as
other taxes reported on your income tax return.

Generally, you must pay federal estimated tax
for the current year if: (1) you expect to owe at
least $1,000 in tax for the current year, and (2)
you expect your tax withholding and refundable
tax credits to be less than the smaller of (a)
90% of the tax on your tax return for the current
year, or (b) 100% of the tax on your tax return
for the previous year (your tax return for the
previous year must cover 12 months).

There are special rules for farmers, fishermen,
and certain high-income taxpayers. If at least
two-thirds of your gross income is from farming
or fishing, you can substitute 66-2/3% for 90%
in general rule (2)(a) above. If your adjusted

gross income for the previous year was more
than $150,000 ($75,000 if you were married
and filed a separate return for that year), you
must substitute 110% for 100% in general rule
(2)(b) above.

If all of your income is subject to withholding,
you probably don't need to pay estimated tax. If
you have taxes withheld by an employer, you
may be able to avoid having to make estimated
tax payments, even on your nonwage income,
by increasing the amount withheld from your
paycheck.

You can use Form 1040-ES and its worksheets
to figure your estimated tax. They can help you
determine the amount you should pay for the
year through withholding and estimated tax
payments to avoid paying a penalty. The year is
divided into four payment periods. After you
have determined your total estimated tax for the
year, you then determine how much you should
pay by the due date of each payment period to
avoid a penalty for that period. If you don't pay
enough during any payment period, you may
owe a penalty even if you are due a refund
when you file your tax return.

Withholding and estimated tax payments may
also be required for state and local taxes.
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