Your Financial Newsletter
Budgeting-The Key to Hitting Your Financial Goals

Do you have a budget in place to control your finances? Most people have no idea how much money they spend every month and where their money is spent. A good resolution as 2008 begins is to think about your personal finances and to create a budget. This article will give you a few quick tips about the importance of budgeting and areas you can save money every month. 

The easiest way to create a budget is to first hit the Internet.  Google “financial budget” and you will find several different examples of spreadsheets that you can use for this exercise. Then grab your last two bank statements and see how you spend your money. There will be different categories for your spending such as: rent or mortgage, car payment, utilities, entertainment, and dining. If you need to, add or delete categories off of the sample budget you got from Google’s search results so that you can accurately reflect your income situation. This exercise will take some time but it will provide you with two valuable pieces of information: are you spending more money than you are making and also detailing where you spend money. Most people spend more than they make. This explains why the United States has a negative savings rate and that the average American household is in credit card debt for a little less than nine thousand dollars. 

To help you find areas where you can eliminate wasteful spending, look at your small, every-day purchases. If you spend four dollars on a cup of coffee every workday, that breaks down to twenty dollars a week times fifty weeks in a year totals out to one thousand dollars. Your morning coffee cost you a thousand dollars? Think about if you eat out during lunch every day you are at work. That has the same effect on your pocket book. Packing your lunch or making your coffee at home can be a great way for you to lower your spending without a significant change in your lifestyle. 

Using a budget and not buying a morning cup of coffee are two very simple ways that you can improve your financial situation without a great deal of work. Taking an hour a week to track your expenses will go a long way in making you more financially educated and successful. 

Retirement Resolutions in 2008

As the New Year begins, people make many resolutions and keep very few of them. What you should look at is deciding how you can create a retirement resolution in 2008 and stick to it. If you talk with a hundred different retired people, you will find that most wish that they had saved more for retirement. This is a subject which is not often talked about enough but it is one of the most critical topics out there.
Think about where you are in your life and how much you have saved. You can not continue to work forever and it is not known currently whether Social Security will be around for any generation after the Baby Boomers. Take some time to think about where you want to be with your retirement and how much it may take to get to where you want to be. 

There are three basic steps which you will need to undertake so that you can resolve to save more for retirement and meet that resolution. The first step is that you need to assess your current situation. Think about what you want from your retirement. This would involve location and your lifestyle. The second step is to consult with your financial advisor. Your financial advisor will help you create a retirement plan so that you are able to make your dreams for retirement a reality. The third step is to follow through on the plan. Taking action is the part many struggle with. If you follow these three basic steps, you will find that you will be in better shape than most as you work towards your retirement age. Do this now rather than later. The sooner you start saving, the sooner that your money can start growing for you.  

Industry Profile-The Overspender

Daniel Gordon is a successful lawyer who makes roughly $50,000 a year. He has some credit card debt (roughly $3,000) and doesn’t sleep very well at night because he never feels in control of his finances. He keeps a checkbook and writes down his expenses but has never taken the time to budget. He often has to dip into his savings account every month and is happy if he finds any extra money in his checking account at the end of the month. 

He decided that he would try to do a budget and keep track of where he spent money. This was really hard for him because it takes a great deal of time to create a budget and stick to it. It is very similar to riding a bike in that you will struggle mightily at first but you will get better and it becomes easier as you do more and more of it. 

He put a budget into place beginning in August of 2007 with the $3,000 in credit card debt. By watching where he spent money and cutting down on going out by one less time a week, he has managed to save himself $200 a month easily from that. He budgeted $300 a month to go towards the credit card debt. He now knows how much money he has going out with expenses and he has paid down his credit cards by $2,000. He put the extra $200 he saved from going out one less time a month towards the credit cards along with the $300 in his budget. This is something you can do if you work on putting a budget into place.

Emily Cane-Avoiding overdrafts at the bank

Emily has struggled to get herself out of debt and one of her major struggles is that she uses her debit card without knowing how much money she has in the bank. This has caused her to overdraft her account about twenty times in 2006. That may not seem like that much but think about the fact that the average bank overdraft fee is thirty dollars. She has given away $600 to her bank in 2006. 
What did she do to get herself out of this situation? She decided to start carrying cash and writing down her purchases. She now carries cash to pay for her small items such as buying a pack of gum or a soda. She knows how much money she has and she also has to be much more sparing because once she runs out of money, she has nothing left to spend. She also used her checkbook to do a better job of keeping track of her checking account balance so she did not overspend as she had in the past. She has only had two overdrafts on her checking account in 2007.  She changed her habits a bit but look at what she did: she kept $540 more in her pocket by watching her bank account a little more closely!

Quick Tips

What does it cost to invest?
-It all depends on how much you are investing and what you invest in. With most mutual funds, you will either pay a fee to get into a mutual fund or when you sell the mutual fund. The third type of fee is a percentage which you pay every year. It is often recommended that if you have to pay a fee to get into a mutual fund, you will want to pay the fee when entering the mutual fund. This is easy if you think about this example: if you invest $100,000, do you want to pay the fee on the $100,000 now or on the $200,000 it may be worth 10 years down the line? You should not pay a percentage of your account every year because this ends up costing you the most money in the long run. 
Is this something that I can do on my own?

-You can do your retirement investing on your own. It can be hard to do this, especially if you have a job, family, and extracurricular activities. Using mutual funds can be a great way to achieve your goals and allows you to do the things you need to get done without having to constantly monitor the stock market. Talk with your financial advisor about the mutual funds which will be right for you. 
What is your suggestion for the perfect investment portfolio?

-It all depends upon the particular individual. Each person is different in what kinds of risks and rewards he or she is willing to take. What one person feels comfortable with is different than what a different person is comfortable with. At the end of the day, it is important to get you the best return possible while still allowing you to sleep at night. Your particular portfolio will only be recommended after understanding what kinds of risk you are willing to take. 
How would you recommend that I increase my savings?

-Watch where you are spending money everyday. Many banks offer a monthly automatic transfer from checking to savings. If you were to have $50 transferred from your checking to savings every month, you will have saved $600 by the end of the year. Many companies also offer direct deposit and you can have up to three different accounts where money is deposited. Put a small portion into your savings (maybe 5 or 10%) of your paycheck. You will not even see this money leave your checking account. This can be another great way that you can save money without even realizing it even there. 

Did you know?

The amount of money you can contribute to an IRA has increased for 2008. You are now able to contribute $5000 to a Traditional or Roth IRA and, if you are over 50, you can increase that amount to $6000. 

Conclusion
Take time within this new year to give me a call. Most people wish they had saved more for retirement. With my knowledge and experience in the financial planning industry, I will help you create a plan so you can retire and live the life you have always wanted to live. I will help you make your dreams come true. The first step is yours though. I can help you but you must first make that call to me. Good luck and I look forward to talking with you soon!
