WORTH

Money Moves
for the Young

(and Young at Heart)
We all know time is money, but the time of
our life could also affect how we deal with
our money. Here are some financial moves
for the young – and young at heart!

b y S . K ay B e l l

A

new year is a great time for a fresh start. But when it comes to finances, exactly where to begin and what goal to set depends in
large part on your age. True, some smart money moves, such as
budgeting and saving, are the same regardless of your birth date.
But age is important when, for example, you’re assessing career moves and
planning for retirement. Regardless of whether you’re young or just young at
heart, here are some tips to get your 2010 finances in shape.

Create a Budget

Get Out of Debt

Everyone, regardless of age, sometimes
spends too much. The best way to keep from
overspending and, more importantly, eventually getting what you want, is to create a budget. Start by honestly analyzing your current
financial situation. Where does your money
come from and where is it going? Prioritize
your expenses and make necessary cuts, focusing on your needs (shelter, clothing and
transportation) and wants (a new car or bigger house).
Need some help? Check out the many free
online financial management sites, such as
Mint.com, Geezeo.com, Wesabe.com and
Wesave.com. Although these internet sites
target a younger demographic, there’s no age
limit on making wise money moves.

Reducing debt is another ageless money
move. If you don’t control debt, not only will
it prevent you from attaining future financial
goals, but it will take the joy out of getting
there. Most young people just starting out
have probably incurred some debt: student
loans, leasing and furnishing a first apartment, buying a professional wardrobe.
Someone a bit older, however, could encounter the same expenses, particularly if she is
facing a major life change such as divorce.
In all debt situations, the important thing
is to stop adding to what you owe. Then, following the budget you’ve established, begin
reducing your debt. A proven technique is to
snowball your payments: pay minimum balances due, and add whatever extra money
you can to the principal.

If you don't control debt, not only will
it prevent you from attaining future
financial goals, but it will take the joy
out of getting there.
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Get Ready for Retirement
If you’re new to the workforce, you’re probably more interested in take-home pay than retirement savings. That’s a mistake. Start stashing retirement cash now, via your workplace 401(k) plan, as well as an
individual retirement account. A Roth IRA is better for young workers. Although the contributions are
taxed, when the money is withdrawn in retirement, you’ll owe no taxes on it. And by starting in your 20s,
the power of compounding will give you a very nice nest egg when withdrawal time rolls around.
If you’re older, saving for retirement gets a bit more complicated. You need to assess your retirement
funds and reallocate as necessary. As the recent stock market meltdown demonstrated so painfully, equities are risky, so it might be time to move more of your assets to less volatile investments.
If you’re still working and are age 50 or older, take advantage of catch-up contribution provisions, which
let you put additional money into both your 401(k) and IRA.
Regardless of when you celebrate your birthday, taking time now to assess your finances will help ensure that 2010 does indeed pay off nicely.

Establish an Emergency Fund
Once your debt is more manageable, start an emergency account. This money is a buffer to help keep you from going into or deeper into debt when the unexpected happens.
Everyone’s financial and personal situations are unique, but the recommended goal is
three to six months’ worth of necessary expenses. Put the money in a separate account so
you won’t be tempted to spend it. Also make sure it’s a savings vehicle that you can easily
get to, for example, an interest paying account that offers no-penalty withdrawal options.
Most people put off starting an emergency fund because they are intimidated by the
recommended account amount. Don’t let that stop you. Start saving what you can as soon
as you can and increase contributions as you’re able.

Assess Employment
If you’re a new graduate who’s landed your first job in this economy, you’re probably just happy to be collecting a
paycheck. But tough times won’t last forever. Young workers, is this company or profession where you want to stay? If
not, be ready to take advantage of the coming economic upswing by networking and paying attention to potential opportunities.
If, however, you like your current employer, learn about advancement possibilities there. This doesn’t mean just options for a better salary, although that’s always nice. Look for professional opportunities such as the chance to improve
or expand your current job or take on new responsibility. Keep your job skills and professional knowledge up to date. Get
training and education, either provided by your company or on your own.
Enhanced performance capabilities are also critical for older workers. If you want to stay with your current
company, it will help ensure you do. If you want to go elsewhere, you’ll be in a better position to compete with
other applicants.
Workforce veterans also need to reassess exactly what they want from a job. Does your
current company take full advantage of your experience and knowledge? Does it allow you
flexibility for your more involved personal life, providing time needed for children as well
as aging parents? If not, it could be time to consider a job search or an entrepreneurial
venture.

Free Financial
Management Sites Online
geezeo.com | mint.com
wesabe.com | wesave.com
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... by starting in your 20s,
the power of compounding will
give you a very nice nest egg when
withdrawal time rolls around.

