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® But 69% of Americ ,000 in their saving accounts (2019)

( ®* Where did the money go?
O




R /PERSONALFINANCE
THE FLOWCHART

®* A subreddit community created a

flowchart on how to handle money

* "l have $X, what should | do with it2*

Personal income Speading Howchar! - Unfled $ates
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Step 0: Budget & reduce ) Step 3: Pay down Step 4: Savings for Step 6: Save for other
Sl Step 1: Build an Step 2: Employer- . i i i Step 5: Save more for
expenses, set realistic emergency fund sponsored matching funds high/moderate interest retirement inan IRA & retirement goals & advanced
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Step 0: Budget & reduce
expenses, set realistic
goals

PHASE O: BUDGETING AND SURVIVE

Create Budget
(Fundamental to a sound financial footing is
knowing where your money is going,
budgeting helps you see your sources of
income less your expenses.)

Buy Food/Groceries Pay Income Earning Expenses
(Depending on the severity of your Pay Essential Items (Necessary transportation expenses,
situation and needs, you may wish to (Power, water, heat, toiletries, etc.) possibly Internet/phone, anything required

Pay Rent/Mortgage
(Including renters or homeowners

insurance, if required
& ) prioritize utilities before this node.) to continue earning income)

Build Small Emergency Fund
Pay Any Non-Essential Bills in Full (Either $1000 or one months' worth of
(Cable, Internet, phone, etc.) expenses, whichever is greater; use a

Make Minimum Payments On All Debts Pay Health Care
& Loans (Health insurance and health care

. . (Student loans, credit cards, etc.) expenses)
savings or checking account.)




Step 0: Budget & reduce
expenses, set realistic
goals

BUDGET RULE #1: SPEND LESS THAN YOU EAR

Estimate Monthly Budget December 20 January February March April
Paycheck into pocket V' 4 $2,000.00 $2,250.86 52,148 . $2,265.02 52,330.86
Rent -$689.00 -S666.097” -5666.00 ~ -$689.00 -$689.00
TEP (Electricity) -$100.00 . -$93.36 -$130.56 110.03 -$83.70
Monthly Cox (Internet) -$110.00 -5108.60 -$108.60 \ -$108.60
Deducted Water/Sewer & Trash -$70.00 -$56.38 -552.71 -554.81 \ $0.00
Expenses Verizon (Phone) -$60.00 -$58.22 -558.24 -558.33
GEICO (Auto Insurance) -5120.00 -$117.64 -5117.64 -§117.61
Spotify -510.60 -510.60 -510.60 -510.60 . .
Grocery/Gas $350.00 \ -$314.54 -$278.67  -$341.35 . receipts/credit
Eat Outhnacks -$250.00 $S0.00 50.00 50.00 A qud records qnd
Laundary -$25.00 -$19.50 -$8.25 ) .
Misc Essential Misc (Cash, Car Checkup, Haircut, Amazon, etc) -$100.00 22. -$66.72 -538.74 . Complle the total
Travel, Non-Essential Misc (Nintendo Online, Gaming, etc) -$200.00 S $0.08 . - at the end of the
Annual  Subscriptions (Renter Insurance, Amazon Prime) $0.00 1 33.26
Items imebank Payout, Tax Return, Profit Sharing $0.00 1 $1,183.00 $1,145.00 $1,667.00 ! month
Withdrawal $0.00 4 $0.00 $0.00 $0.00 $0.00
Investment ITO -5500.00 -§700.00 -51,000.00 -51,000.00 -51,000.00 $0.00
Roth IRA 50.00 $0.00 50.00 $0.00 -$1,000.00 -51,000.00

Separate out large annual items to not
Total Expenses -$2,584.60 -$2,194.41 -$1,297.69 -$1,689.54 -$2,132.16 -$2,549.00

Monthly Total throw the monthly budget off balance _ssg4.60 $56.45  $850.87 $575.48 $132.86 -$218.14

Food

*Non-Essential ltems




* Be cautious th rcentage goes to taxes

* Effective tax rate goes up Jrc ome goes up

® If your effective tax rate is 35% and you put another 30% to housing, you will only have 35% for
@ everything else
/ ® High-Income earners should consider budgeting with after-tax income instead




Step 1: Build an
emergency fund

PHASE 1: SMALL EMERGENCY FUND

Create Budget
(Fundamental to a sound financial footing is
knowing where your money is going,
budgeting helps you see your sources of
income less your expenses.)

Buy Food/Groceries Pay Income Earning Expenses
(Depending on the severity of your Pay Essential Items (Necessary transportation expenses,
situation and needs, you may wish to (Power, water, heat, toiletries, etc.) possibly Internet/phone, anything required

Pay Rent/Mortgage
(Including renters or homeowners

insurance, if required
& ) prioritize utilities before this node.) to continue earning income)

Build Small Emergency Fund
Pay Any Non-Essential Bills in Full (Either $1000 or one months' worth of
(Cable, Internet, phone, etc.) expenses, whichever is greater; use a

Make Minimum Payments On All Debts Pay Health Care
& Loans (Health insurance and health care

. . (Student loans, credit cards, etc.) expenses)
savings or checking account.)




\

PHASE 2: RETIREMENT MATCHING

Pay Any Non-Essential Bills in Full
(Cable, Internet, phone, etc.)

Does your employer offer a retirement

account with an employer match?

Do you have any high interest debt?
(i.e., debt with an interest rate of 10% or

higher)

Build Small Emergency Fund
(Either $1000 or one months' worth of
expenses, whichever is greater; use a

savings or checking account.}

Contribute the amount needed to get
the full employer match, but nothing
ahove that amount.

Evaluate the merits of the "Avalanche" and
"Snowball" methods and their advantages in
your personal financial/psychological
situation and apply accordingly to pay off
these debts.

Step 2: Employer-

sponsored matching funds




Step 2: Employer-
sponsored matching funds

® Example: An entry electrical engineer John makes $68,000 annually and
~ matches 50% of what he puts into his 401 (k) account, up to 6% o

ohn wants the full match amount, he has to put in $68,00C

080 X 500

r



Step 2: Employer-
sponsored matching funds

® Stock market grows exponentially in long-term. Let time work in your favor and invest early.

® Spend responsibly and enjoy life now. But also plan ahead. You are likely to reach retirement age

®* Take it! It is free money! Free money is better than no money!

ee money!

* | still have debts to po

® It cannot be rightl Why would my company give me free money?
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PHASE 3: PAY DOWN DEBTS

Does your employer offer a retirement
account with an employer match?

Do you have any high interest debt?
(i.e., debt with an interest rate of 10% or
higher)

Increase Emergency Fund to 3-6
Months Living Expenses
(Use a savings or checking account)

Contribute the amount needed to get
the full employer match, but nothing
above that amount.

Evaluate the merits of the "Avalanche” and
"Snowhall" methods and their advantages in
your personal financial/psychological
situation and apply accordingly to pay off
these debts.

Do you have any moderate interest
debt?
(i.e., remaining debt over 4-5% interest

rate, excluding mortgage)

Step 3: Pay down
high/moderate interest

debts

Example: Student
Loan, Auto Loan;
Does not include home

mortgage

Evaluate the merits of the "Avalanche"
and "Snowball” methods and their
advantages in your personal
financial/psychological situation and apply
accordingly to pay off these debts.




Step 3: Pay down
high/moderate interest
debts

th a higher weighted interest rate

® You might not get approv ) credit score and a high debt utilization ratio

®* Snowball Method:

®* Dave Ramsey: Extra money to the debt with the smallest balance

/) * Psychological reward /motivation for those who lack of self discipline




Step 3: Pay down
high/moderate interest
debts

o Trap#: Ay or 200,000 miles ; but
* Average length of car ownership is about 80 months

* Average $568 monthly loan payment (2020)

%



Step 3: Pay down
high/moderate interest
debts

2nance cost

electronics, furniture, ...

* “Buy Now, Pay later”: “Broke Now, Broke Later”




Step 3: Pay down
high/moderate interest
debts

* Average U

* 7% adjusted for inflation

* If you put the difference $19,000 invested into the US stock market, you will have:
® $144,633 in 30 years, today’s dollars (adjusted with inflation)
* $331,539 in 30 years, future’s dollars




Step 3: Pay down
high/moderate interest
debts

c car

driven per year):

Retained Values (Midsize Sedans) et CII‘“'IUCI' return
’

_ ,OO invested, you will have an
of $17,449 in 30 years

® However, used car comes with disadvantages:

_ ~ ® Risks if purchasing from a private party (not dealership)
® Repair/Maintenance cost goes up as the vehicle ages
1 2
== Toyota =l=Buick Cheyy ==e==lodge ==Ford
/ Mazda Honda Hyundai M issan 2014




Step 4: Savings for
retirement inan IRA &
highereducation expenses

[ | Pay cash for

N 4 . " " /
Do yois have iy modermte lperest Evaluate the merits of the "Avalanche smd ” mOderOTe
Increase Emergency Fund to 3-6 and "Snowball" methods and their

Months Living Expenses debt? prChCISGS to ClVOid

u . hecki 9 (i.e., remaining debt over 4-5% interest advantages in your personal
se a savings or checking accoun

financial/psychological situation and apply

rate, excluding mortgage)
accordingly to pay off these debts.

lifestyle creep

\\

N 4 N 4

Are you expecting any large, required
purchases or personal investments in

Evaluate the merits of a Roth vs.
Traditional IRA in the context of your
personal financial situation and max
the yearly contributions accordingly.

Save the amount needed for these

the near future? expenses in a savings or checking

(College, professional certifications, a car so account.

you can get to work, etc.)

J/ J/




Step 5: Save more for

retirement

PHASE 5: RETIREMENT SAVING

Are you expecting any large, required
purchases or personal investments in Save the amount needed for these

Evaluate the merits of a Roth vs.
Traditional IRA in the context of your
personal financial situation and max
the yearly contributions accordingly.

the near future? . expensesin a savings or checking
(College, professional certifications, a car so account.
you can get to work, etc.)

Are you currently saving at least 15%
of your pre-tax income for retirement?
(Total contributions to all retirement
accounts; note that you may need to save
more if you are behind on retirement

savings.)

Does your employer offer a 401(k), Increase contributions until you have
403(b), or similar retirement plan into ] reached 15% pre-tax income being
which you could save more money? saved for retirement.

If self-employed, contribute to an
Individual 401(k), SEP-IRA, or SIMPLE
IRA to reach 15% pre-tax income saved;
if not self-employed, contribute to a
taxable account to reach this goal.




Step 5: Save more for
retirement

®* What to inve

®* How much do | need to save for retirement?¢




Step 5: Save more for
retirement

J.

* Do you e ‘when you retire?

*Retirement age depends on the ou .

*Withdrawing early will typically trigger a 10% penalty

%




Step 5: Save more for
retirement

fax deduction on Traditional IRA

raditional IRA

®* No Income limit for Roth 401 (k) and Traditional 401 (k)




Step 5: Save more for
retirement




Step 5: Save more for

retirement

IRA VS 401 (K): WHICH ONE TO FILL UP FIRST?

®* 401(k) typically has a fewer investment options and funds

come typically with higher expense ratios

®* Some 401(k) plans have a asset-based plan administration

fee (on top of expense ratio): read your plan document!

® Common IRA providers: Fidelity, Vanguard, Charles Schwab

Fidelity Freedom® Index 2055 Fun

No Transaction Fee’

FDEWX Q

Morningstar. Snapshot*
AS OF 2728/2021; Morningstar Category: Target-Date 2055 | *Data provided by Momingstar

OverallRating ek

Rating Information Low Awg High

Summary Performance & Risk Ratings Composif]

Details & MORE >

IMorningstar Category Fund Inception

8/1/2011

Exp Ratio (Met)

Minimum to Invest
neoze $0.00
Portfolio MNet Aszets (M)
iozozo $4 080.21

12 Month Low-High
z3iz0z1 $12.12 - $18.81




Step 5: Save more for
retirement

®* Mega Bo

* If your 401(k) plc v o move after-tax money
®* Your Employer and you can contribution up to $58,000 into 401 (k) in 2021
* After-tax Contribution to 401 (k), and then rollover to a IRA

® You should always check with a tax professional before making any decisions!

%




Step 5: Save more for
retirement

If you have a qualifie ‘ 2mployer can contribute up to $3,600 in 2021

Pre-tax contribution that is also not subjected to FICA tax
Tax-free on interest and investment earnings (i.e. dividends)
Tax-free withdrawal for qualified medical expenses

Can be treated like a traditional IRA after age 65




Step 5: Save more for
retirement

[20]

® Mutual funds: func , sometimes a particular financial sector

® Index funds: low-cost funds that track a specific mutual funds
® S&P Total Market ETF (ITOT), Total US Bond Market ETF (AGG), US Global Jets ETF (JETS)
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WHAT TO INVEST IN¢

® Index funds does not protect you from

recessions

® 100% assets into stocks still come with

risks

® You don’t want your investment
balance drop 30-50% during

retirement
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SP 500 (Real)

Stagflation
and Arab
oil
Embargo
-51%

Great
Depression
-79%

Pearl
Harbor
-29%

"b\\é) "b\\é) ’b\<\(o
F S

=""SP 500 (Real)

Step 5: Save more for
retirement

DotCom
Bust
-40%

rb\\qca
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Step 5: Save more for
retirement

[22] Three fund portfolio 80/20

B Total Stock Market

Total International
Stock Market

Total Bond Market
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Step 5: Save more for

retirement

WHAT TO INVEST IN¢

Fidelity Freedom® Index 2055 Fun

No Transaction Fee’

® Target date funds: All-in-one funds that automatically FDEWX Q

rebalance the asset mix based on retirement date Morningstar” Snapshot

AS OF 2728/2021; Morningstar Category: Target-Date 2055 | *Data provided by Momingstar

® Typically available in your 401 (k) plan, IRA and HSA g oo

o .
P I’O. Summary Performance & Risk Ratings Composif
® Contribute and forget about it Details @ MORE >
IMorningstar Category Fund Inception
® Prevent investors from making mistakes farget-Date 2055 orizom
Exp Ratio (Gross) Exp Ratio (Net)
S . szoz0z0 0.12% 53002020
C on: Minimum to Invest
$0.00
® Higher expense ratios (fee) Portolo Net Asses (S4)
; waozozo §4 080.21 32021
® Some investors might find it too aggressive /conservative Share Class Net Asses 12 Morih Low-Hgn

$12.12 - $18.81 32021




LN
\

O

Step 5: Save more for

retirement

CASE STUDY: “WAIT FOR THE DIP”

21
2] SP 500 (Real)

DotCom

®* What if | am the best market timer? Bust
Stagflation
® Let’s say you saved $260.7 per month from ol dook
January 1980 to September 2020 g

* 25% of the average income in 1980

Great

° ° . D i
® Saved in saving account and earn 2% interest e

® During each stock market crash, you invested all
the cash when S&P 500 was at the very bottom

® You would have $1,431,546
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Pearl
Harbor
-29%

® Don'’t time the market and invest every month:

® You would have $1,676,881

=""SP 500 (Real)




Step 5: Save more for
retirement

1\\5 HOW MUCH DO | NEED TO SAVE FOR RETIREM

Evaluate the merits of a Roth vs. Are you expecting any large, required

Traditional IRA in the context of your purchases or personal investments in Save the amount needed for these
O personal financial situation and max the near future? expensesin a savings or checking
(College, professional certifications, a car so account.

the yearly contributions accordingly.
you can get to work, etc.)

Are you currently saving at least 15%
of your pre-tax income for retirement?
(Total contributions to all retirement
accounts; note that you may need to save
more if you are behind on retirement

savings.)

Does your employer offer a 401(k), Increase contributions until you have

403(b), or similar retirement plan into ] reached 15% pre-tax income being
which you could save more money? saved for retirement.

If self-employed, contribute to an
Individual 401(k), SEP-IRA, or SIMPLE
IRA to reach 15% pre-tax income saved;
if not self-employed, contribute to a
taxable account to reach this goal.




Step 5: Save more for
retirement

[251  Savings factors to help you on your journey to retirement

Save “x" your starting salary
1x Q % ‘ ‘

Age: 30 35 40 45 50 55 60 67




Step 5: Save more for
retirement

- OTe: 2021

®* Some go more conservative and use a 3% Safety Withdrawal Rate

%

® Portfolio Size = Annual withdrawal amount x 33




Step 5: Save more for
retirement

®* 132% o

® Social Security reserve is expected to run out by 2035

® Can maintain balance if only pay out about 79% of promised benefits

®* Can increase FICA tax to cover the gap
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1§ PHASE 6: OTHER GOALS

Do you have a qualified high-
deductible health plan and are thus _ Max yearly HSA contributions
eligible for an investable HSA?

Do you have children and wish to help Evaluate available savings/investment
pay for some or all of their college _ options, such as a 529 plan, and
expenses? contribute accordingly.

At this point, you have some
options on how to proceed, and
it is completely up to you and
your personal goals and desires.

Step 6: Save for other
goals & advanced

methods




Step 6: Save for other
goals & advanced

methods

PHASE 6: OTHER GOALS

At this point, you have some
options on how to proceed, and
it is completely up to you and
your personal goals and desires.

Would you like to retire early? Do you have more immediate

goals?

Use savings for goals sooner than 3-5

Max out 401(k), 403(b), or other years, a conservative mix of stocks and
employer sponsored account, consider bonds for goals more than 3-5 years away.

the "mega backdoor Roth IRA", then (Common examples include down payments
use a taxable account. for homes, saving for vehicles, paying down a
mortgage, and vacation funds.)




Step 6: Save for other
goals & advanced
methods

® Immedic g Account)

® Long-Term goals (5 years+) can use a asset mix of stocks and cash

%

®* Use a taxable brokerage account




Step 6: Save for other
goals & advanced
methods

* Hidden fee: Prog A fee, higher utility bills

® Investing the extra money into the stock market might have a higher rate of return
than the local house market

® There are Rent vs Buy Calculators online you can play around with the numbers




* Step 5: Save mq

( * Step 6: Save for other advanced goals (i.e. retiring early, house down payment)
@
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MEL LINDAUER = TAYLOR LARIMORE | MICHAEL LEBOEUF
Foreword by John C. Bogle

Features a Postseript on the Economic Collapse
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INVESTING “
o Pillars o
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A WINNING PORTFOLIO
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bestselling author of
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