
T THe core of achieving your financial 
goals is a solid financial plan. While it 
may seem like a daunting task, a written 
plan can help you stay on track. Many 

people are not exactly sure what a written financial 
plan should include, so the following provides an 
overview. 

GOalS
every plan has to start with goals. if you don’t 

have goals, you won’t know what you are aiming to 
achieve with your finances. Think about various 
aspects of your life. Do you have children to send to 
college? Do you want to buy a house? Do you want 
to get out of debt? When do you want to retire? 

identifying your goals is what sets the plan in 
motion. now it’s simply a matter of what steps you 
are going to take to meet those goals. 

buDGeT
Don’t miss this step, because you need to know 

what money you have to apply toward your goals. 
Your budget will help you understand how much 
you are spending monthly compared to what you 
are earning. When you have a better understanding 
of where your money is going, you can then figure 
out how to redirect the money to help achieve your 
goals. Many think of a budget as a means to limit 
themselves, but it is actually the opposite. When you 
have control over your finances, you are enabled to 
make much better decisions about the things that are 
really important to you.  

You will want to set up your budget based on 
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What Should Your Financial Plan Include?

Debt and Your 
Retirement

osT PeoPle’s vision of retirement not only 
involves freedom from work, but also, 
freedom from debt. a debt-free retirement 
is a laudable goal, but it’s one that has be-

come increasingly difficult for many to achieve. 
Mortgage, credit card debt — even student loans — 
now follow people into their golden years, and that 
can have serious consequences for their financial 
health.  

The DebT-Free reTiremenT GOal
When you retire, you stop actively earning in-

come and start living on your savings. if you’re still 
paying off debt, those payments will be another fixed 
expense, which means you’ll have to draw more 
from your nest egg and have less to spend on things 
you truly enjoy. By going into retirement debt free, 
you’ll lower your living expenses, which will make 
that nest egg last longer.  

reDucinG DebT beFOre reTiremenT
if at all possible, you’ll want to eliminate your 
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necessities and discretionary expenses. Your necessi-
ties are payments you have to make, such as your 
house payment, taxes, insurance, and other debt 
payments. a secondary necessities category should 
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debt before you retire. of course, some types of debt are worse 
than others. High-interest credit card debt can be a significant 
burden, so you’ll want to eliminate it as quickly as possible. 
look for areas in your budget where you can cut back and 
make extra debt payments, or consider a second job to make 
extra payments. if you have a car loan and are close to retire-
ment, consider selling the car after you quit working, since 
many people find that they no longer need multiple vehicles in 
retirement.   

getting debt-free before retirement may mean aligning 
your mortgage payoff date with your retirement date; you may 
be able to bring your mortgage payoff date closer by making 
extra payments. often, retirees want the peace of mind that 
comes with knowing they’ll own their home when they retire. 
But that accelerated payoff plan might not be right for every-
one. if you have a relatively low-interest mortgage, no other 
debt, and are already maxing out your retirement savings, you 
may feel comfortable sticking with your standard repayment 
plan, especially if you can get more from investing the money 
that you’d otherwise use to make extra mortgage payments.  

one thing you shouldn’t do: take money out of your re-
tirement accounts to pay off credit card or mortgage debt. if 
you focus all your financial resources on paying off your loans, 
you run the risk of retiring with inadequate savings. another 
potential misstep: prioritizing debt payoff over saving. While 

you don’t want to be saddled with excessive debt, you also 
don’t want to end up cash poor in retirement, without enough 
money to meet everyday expenses. 

DebT in reTiremenT 
unfortunately, many people still end up nearing retire-

ment holding a significant amount of debt. if that’s your situa-
tion, you have several options. one is to delay retirement for a 
few years while you concentrate on paying off debt. Plus, if 
you continue to work, you’re not tapping your nest egg, and it 
can continue to grow. in addition, if you delay claiming social 
security, your monthly payment will increase by up to 8% a 
year until you reach age 70. 

if you must enter retirement with debt, you may need to 
pare down your lifestyle — traveling less frequently, moving to 
a smaller home, or giving up your boat or rv — to reduce debt 
and minimize the risk of outliving your retirement savings. 
You could also continue to work part-time or as a consultant. 
That can bring in extra income, and many people enjoy a more 
gradual transition to full retirement.  

Finally, know that going into retirement with debt poses 
some other, specific risks. While most creditors can’t garnish 
your social security payments, the federal government is an 
exception. if you owe back taxes, student loans, alimony, child 
support, or certain other types of payments, you may lose up 
to 15% of your social security benefit.  

interested in learning more about what you can do to re-
tire debt before you retire? Please call if you’d like to discuss 
this in more detail.     444

Credit Issues as You Age

WHile oBTaining creDiT can be just as important for 
older individuals as it is for younger ones, older 
individuals often have unique credit issues.  

Waiting until after retirement to apply for a loan can result in 
the loan being rejected because your income is much lower.  
or, if one spouse dies, the surviving spouse may find that 
lenders want to close accounts or the spouse may not have a 
sufficient credit history to apply for credit on his/her own. 

To help ensure that you don’t have credit problems as 
you age, consider these tips: 
4 apply for major loans while you are still working.  if 

you are getting close to retirement and know you’ll need 
a loan, perhaps for a retirement home or new car, apply 
for credit a few years before retirement. 

4 make sure that credit cards are obtained as joint 
accounts.  if you have an individual account with your 
spouse listed as an authorized user, the lender can close 

the account if you die.  However, if the account is a joint 
one, the creditor cannot automatically close the account or 
change its terms.  The lender may require your spouse to 
update the application if the lender suspects that he/she 
does not have adequate income for the credit limit. 

4 ensure that both you and your spouse have a good cred-
it history.  review your credit reports, ensuring that all 
information is accurate and that you both have sufficient 
history.  That way, either of you will be able to obtain 
credit on your own if needed. 

4 if you are denied credit, find out why.  it could have 
been an error, or you may convince the lender to consider 
other information.  You may also be able to negotiate a 
compromise with the lender.  For instance, if the lender is 
concerned about your age when considering a 30-year 
mortgage, perhaps a 15-year mortgage would be accept-
able.     444 
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include items such as utilities, groceries, and transportation. 
The reason to split these expenses into two categories is that 
the first category includes nonnegotiable expenses, while you 
have more control over the secondary expense category. The 
final category is discretionary expenses, such as entertainment, 
vacations, and shopping. This category should include things 
that can be cut without seriously impacting your life.  

now you will know what expenses you can reduce and 
others that you can eliminate, so you can put more money 
toward your goals.  

emerGency FunD 
setting up an emergency fund is often ignored so that 

money can go toward other goals. But this step is imperative 
because you never know when you are going to be hit with 
unexpected expenses. You should set up an account that is ear-
marked for emergencies only. Most experts agree that you 
should have three to six months of income in your emergency 
fund to cover the unexpected. 

TacKlinG DebT 
You can only cut your budget so far to free up money for 

your goals, so you will need to pay off debt to really make 
progress toward saving. You can apply the money you were 
directing to your emergency fund to reducing your debt.  

Tackle one debt at a time. You may want to start with the 
debt that has the highest interest rate and then move on to the 
next debt. each time you pay off a debt is a victory, because 
you can then apply that payment toward reaching your goals.  

SavinG FOr reTiremenT 
For the majority of people, this is their most significant 

goal. This is one goal you should start saving for as soon as 
possible. as you pay off your debt and get pay increases, you 
can then start putting more money toward your retirement 
savings. start by trying to contribute 10% of your annual 
salary and then increase that percentage as more cash becomes 
available. Hopefully, your employer offers a retirement sav-
ings plan such as a 401(k) plan, but if not, you should set up 
your own traditional ira or a roth ira. 

OTher GOalS 
chances are you have other goals to save for in addition 

to retirement. regardless of what they are, you will want to 
prioritize your other goals in order of importance, so as other 
funds become available, you can apply them to what matters 
most.  

You should consider setting up automatic deductions 

What Should Your Financial Plan?   
Continued from page 1

from your paycheck or checking account directly to your sav-
ings accounts. Doing this will help you save for your other 
goals and it will be less tempting to spend the money else-
where.  

inSurance 
Most people cannot save enough money for all the things 

that can go wrong, so insurance needs to be a fundamental 
part of your financial plan. You will most likely need life 
insurance, health insurance, auto insurance, and homeowner’s 
insurance. 

insurance is designed to protect your assets. if your home 
is damaged from a fire or a storm, your insurance will cover 
the repairs, and you won’t have to use your financial 
resources. likewise, auto insurance will pay repair claims that 
you would otherwise have to find the funds for, and life 
insurance is an important way to protect your family if some-
thing were to happen to you.   

eSTaTe-PlanninG DOcumenTS 
Many prefer not to think about this, but you will want to 

protect your family upon your death. if you fail to develop 
proper estate-planning documents, your family will end up in 
probate court trying to figure out how to distribute your 
assets, which could also end up eating away at your assets.  

By developing a will or other estate-planning documents, 
you will be giving your final direction as to how you want 
your assets to be handled after you pass away. You may want 
to consult with an estate-planning attorney to help you set up 
these documents. even though this is something you may not 
relish doing, you will most likely feel great comfort in know-
ing that your loved ones will be taken care of after your death.  

Please call if you’d like to discuss your financial plan in 
more detail.     444 
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Financial Rules of Thumb

F inancial rules oF thumb are designed to provide quick guide-
lines for your finances, but you shouldn’t blindly follow them.  
some of the more common financial rules of thumb include: 
Save 10% of your gross income.  While this will give you a 

good start, it’s typically the minimum, not the maximum, you should 
be saving.  

Plan on spending 80% of your preretirement income during 
retirement.  This might seem like a lot, but more and more people 
expect retirement to include extensive travel and expensive hobbies. 

Set the percentage of stocks in your portfolio to 100 minus 
your age.  With increased life expectancies, this can result in a portfo-
lio that is too heavily weighted in income investments. stocks should 
be considered for long-term financial goals of 10 years or more.   

Keep three to six months of income in an emergency fund.  
While an emergency fund is a good idea, how much you keep in that 
fund will depend on your circumstances.  You may need a larger 
fund if you are the sole wage earner in the family or rely on commis-
sions or bonuses.  a smaller fund may be required if you have more 
than one source of income or carry insurance to cover many emer-
gencies. 

Pay no more than 20% of your take-home pay toward short-
term debt.  once considered a firm rule by lenders, you may now be 

able to obtain loans even if you exceed this amount.  However, don’t 
become complacent if you meet this rule of thumb. 

Keep your mortgage or rent payment to no more than 30% of 
your gross income.  While you can obtain a mortgage for more than 
that, staying within this rule will help ensure you have money to 
devote to other financial goals. 

Obtain life insurance equal to six times your annual income.  
Different individuals require vastly different amounts of insurance, 
depending on whether one or both spouses work, minor children are 
part of the family, or insurance is being obtained for other needs, 
such as to fund a buy-sell agreement or to help pay estate taxes.  
Thus, you should determine your precise needs before purchasing 
insurance. 

Most financial rules of thumb should not be followed without 
first considering your individual circumstances.  Please call if you’d 
like to address your needs in any of these areas.     444

4-Year Summary of Dow Jones 
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Sources:  Barron’s, Wall Street Journal

                    Month End                      % Change 
   Oct 22          Sep 22      Aug 22       YTD    12 Mon. 

Dow Jones Ind.          32732.95       28725.51    31510.43        -9.9%    -8.6%  
S&P 500                        3871.98         3585.62      3955.00      -18.8     -15.9 
Nasdaq Composite   10988.15       10575.62    11816.20      -29.8     -29.1 
Total Stock Market    39006.75       36097.99    39865.88      -19.8     -18.2 
Gold                              1639.00         1671.75      1715.90        -9.2       -7.4 
Silver                                 19.21             19.22          18.16      -16.2     -19.7 
                                                                                                 Dec 21  Oct 21 
Prime rate                          6.25               6.25            5.50         3.25      3.25  
Money market rate           0.24               0.20            0.15         0.07      0.07 
3-month T-bill rate            4.07               3.27            2.88         0.08      0.06 
20-yr. T-bond rate             4.44               4.08            3.53         1.94      1.98 
Dow Jones Corp.               5.93               5.76            4.76         2.48      2.37 
Bond Buyer Muni             5.25               5.01            4.43         3.45      3.49 
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.
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