LEARNING MADE EASY

Wealth

Building
Essentials

dummies

A Wiley Brand

Get to know top
wealth strategies

Jump start your wealth
building plan

Avoid the mistakes that
derail your goals

Eric Tyson, MBA

Author of Investing For Dummies

with Bob Carlson, Robert S. Griswold,
Margaret Atkins Munro, and Jim Schell







Wealth Building
Essentials

by Eric Tyson, MBA
with Bob Carlson, Robert S. Griswold MSBA CRE CPM,
and Margaret Atkins Munro EA, and Jim Schell

dummies

A Wiley Brand



Wealth Building Essentials For Dummies®

Published by: John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030-5774, www.wiley.com

Copyright © 2025 Eric Tyson & John Wiley & Sons, Inc. All rights reserved, including rights for
text and data mining and training of artificial technologies or similar technologies.

Published simultaneously in Canada

No part of this publication may be reproduced, stored in a retrieval system or transmitted in any
form or by any means, electronic, mechanical, photocopying, recording, scanning or otherwise,
except as permitted under Sections 107 or 108 of the 1976 United States Copyright Act, without
the prior written permission of the Publisher. Requests to the Publisher for permission should be
addressed to the Permissions Department, John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ
07030, (201) 748-6011, fax (201) 748-6008, or online at http://www.wiley.com/go/permissions.

Trademarks: Wiley, For Dummies, the Dummies Man logo, Dummies . com, Making Everything
Easier, and related trade dress are trademarks or registered trademarks of John Wiley & Sons,
Inc. and may not be used without written permission. All other trademarks are the property of
their respective owners. John Wiley & Sons, Inc. is not associated with any product or vendor
mentioned in this book.

LIMIT OF LIABILITY/DISCLAIMER OF WARRANTY: THE PUBLISHER AND THE AUTHOR MAKE NO
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR COMPLETENESS OF
THE CONTENTS OF THIS WORK AND SPECIFICALLY DISCLAIM ALL WARRANTIES, INCLUDING
WITHOUT LIMITATION WARRANTIES OF FITNESS FOR A PARTICULAR PURPOSE. NO WARRANTY
MAY BE CREATED OR EXTENDED BY SALES OR PROMOTIONAL MATERIALS. THE ADVICE
AND STRATEGIES CONTAINED HEREIN MAY NOT BE SUITABLE FOR EVERY SITUATION. THIS
WORK IS SOLD WITH THE UNDERSTANDING THAT THE PUBLISHER IS NOT ENGAGED IN
RENDERING LEGAL, ACCOUNTING, OR OTHER PROFESSIONAL SERVICES. IF PROFESSIONAL
ASSISTANCE IS REQUIRED, THE SERVICES OF A COMPETENT PROFESSIONAL PERSON SHOULD BE
SOUGHT. NEITHER THE PUBLISHER NOR THE AUTHOR SHALL BE LIABLE FOR DAMAGES ARISING
HEREFROM. THE FACT THAT AN ORGANIZATION OR WEBSITE IS REFERRED TO IN THIS WORK
AS A CITATION AND/OR A POTENTIAL SOURCE OF FURTHER INFORMATION DOES NOT MEAN
THAT THE AUTHOR OR THE PUBLISHER ENDORSES THE INFORMATION THE ORGANIZATION
OR WEBSITE MAY PROVIDE OR RECOMMENDATIONS IT MAY MAKE. FURTHER, READERS
SHOULD BE AWARE THAT INTERNET WEBSITES LISTED IN THIS WORK MAY HAVE CHANGED OR
DISAPPEARED BETWEEN WHEN THIS WORK WAS WRITTEN AND WHEN IT IS READ.

For general information on our other products and services, please contact our Customer Care
Department within the U.S. at 877-762-2974, outside the U.S. at 317-572-3993, or fax 317-572-
£4002. For technical support, please visit https://hub.wiley.com/community/support/dummies.

Wiley publishes in a variety of print and electronic formats and by print-on-demand. Some
material included with standard print versions of this book may not be included in e-books or in
print-on-demand. If this book refers to media that is not included in the version you purchased,
you may download this material at http: //booksupport.wiley.com. For more information about
Wiley products, visit www.wiley.com.

Library of Congress Control Number: 2025932930
ISBN 978-1-394-32619-8 (pbk); ISBN 978-1-394-32621-1 (ePDF); ISBN 978-1-394-32620-4 (epub)


http://www.wiley.com
http://www.wiley.com/go/permissions
http://Dummies.com
https://hub.wiley.com/community/support/dummies
http://booksupport.wiley.com
http://www.wiley.com

Table of Contents

INTRODUCTION...cooerecveriiirssenecesssiisssssssesessissssmssssssssssssssmsssssseses 1
ABOUL ThiS BOOK ..ttt 1
FOOliISh ASSUMPLIONS ...oviiiieiieirieirieeieeetet et 2
Icons Used in This BOOK........ccecivriiieeininicieicininieeitnseneceneenereenens 2
Where to GO from Here ...t 3

cuaeer 1. Developing a Wealth Mindset .....................ee. 5
Focusing 0N ADUNAANCE .....cccouiiriiririeieeeee e 5

Avoiding a scarcity MiNASet......cccoevveireireirerreeseeeeeeeneeaens 6
Balancing spending and SaViNg.......ccccoeevrenrenenenieeneeneeeneenens 7
Remembering that wealth is about more than numbers........ 10
Developing a Wealth Mindset Toward Debt ........ccceeeveienecnenns 11
Avoiding bad debt......cccciiiirinnieee e 11
Assessing good debt: Can you get too much?........coccvevennnee 12
Kicking a credit card habit.......cccoeoeveeneinenereneeeseeeene 13

cuaerer 2. Practicing Mindful Spending..........cocccnnen 15

Keeping Lifestyle Inflation in Check ........ccccovevrerninninnieniecnene 15
Thinking like @ SAVET ..cc.ccviuiiriiieeieeeee e 16
Living WIithin YOUr Means .......cccveerieeneinieenieeresiereeieseeve e 17
Turning your back on consumer credit.......cccoeceveereenienenienenee 18
Repaying Your debt. ... 19

Avoiding the “More Money, More Stuff’ Trap....c.cccoeeerererecnienenne 20
HOUSING @XPENSES....ooiiieieiiieieeeteesesesiesre et 21
LOWETNING YOUI ENEIZY COSES....oviiiririnririenienrenieniesreneesieseeseeeeene 22
TriMMING YOUT TAXES ..eveviiiieieieieeeteenesie e 23
Keeping an eye on insurance premiums .....c..coeeeneneneneneneens 23
Managing medical EXPENSES .......ccvveerieerieerieerieeniereeieseeieneeaene 24
Spending less on cars and transportation........ccccceeeeveneneenne. 25
Considering kid-related eXpenses ......c.cccceeeveerecerenenenenenennes 26
Saving on food and diNiNg ......cccceveerrereencinene e 26
Reducing phone bills ... 26
Shopping for techNOIOgY ....cceveerireririeeecece e 27
Finding affordable recreation and entertainment.................... 27
Reducing clothing eXpenses........cccevreoineenerenennereeseeenenene 27
Paying for hair care and other personal-care services ............ 28
Reducing health club eXxpenses........ccoccorevnernenneneeneeneene 28

Table of Contents iii



CHAPTER 3:

CHAPTER 4:

BUYINE GIfS cveeeeeeiiieeeteteerteeree ettt 29

Charitable contributions .......c.cceeevvnieccnncci e 29
VaCatioNS....c.oviiiiii s 29
Paring down professional eXpenses..........cccveeerenereneneninenienens 30
Costly addiCtioNS.....c.oiueeiieerieireeeneeee e 30
GaAMBIING et 30
Budgeting: Yes, You Need a Financial Plan .........cccoceveinniinncnnnens 31
Exploring Winning Investment Strategies ... 33
Compound Interest: The Eighth Wonder of the World.................. 33
Understanding the primary investments.........ccceceeveenevenienne 34
Shunning gambling and “get rich quick” vehicles...................... 36
Understanding investment returns........cocceeveeneeneeeneenienens 37
Leaving you with some final advice........ececevevrinninniennenienens 38
Exploring Bonds and Other Lending Investments .........ccccoecenuenee 39
Deciding between individual bonds and bond funds............... 39
Obtaining boNd PriCeS......ccciivrerirerieeneeeeere e 40
PUrchasing TreasUries.......ccveereerierenieinieenieesieesieseeie s seenens 40
Shopping for other individual bonds.........ccocecvecniininneene. 41
Considering other lending investments.......ccccccvecevevnenenenennes 42
Investing in Mutual Funds and Exchange-Traded Funds .............. 43
Exploring various fund tYPeS......ccveereencenereneeniereeieseseneenene 45
Deciphering your fund’s performance........ccccceevveneennenienene 52
Creating your fund portfolio with asset allocation.................... 53
Managing Risk Like @ Pro..............cccccccccccvrvrrrrrrnnnrrnn 57
Understanding Investment RiSKS .......ccccceeereirennenneneeneeneeene 57
Comparing the risks of stocks and bonds ........ccccccvevnevenenenne. 58
Focusing on the risks you can control.......c.cccceevrennennenienene 59
Diversifying Your INVEStMENTS......ccceovvveireereicriecnieesieseeieseeieneeaene 60
Sticking with your allocations: Don't trade .......c.ccccoeevevenienenne. 61
Investing lump sums via dollar-cost averaging.......c.cccoceeevvenene 61
Buying and Selling StOCKS .......ccvevreirieireenereeneeseeeeeeieeene 63
Defining “The Market” ..ot 63
Buying stocks via mutual funds and
exchange-traded fuNdS.......ccocvvirerereneneneneneee e 66
Using hedge funds and privately managed funds.........ccceu.. 68
Selecting individual stocks yourself.......cccoeveneneneneneneniennne, 68
Spotting the right times to buy and sell.......cccocoveveneneneniennene. 70
Avoiding problematic stock-buying practices.........c.ccocevverueneene. 70
Proven investment Strategies........coceververeeneneeninseneeieseeeens 72

iv  Wealth Building Essentials For Dummies



cuaerers: INVesting in a Small Business...........nnne. 75

OWNINg @ SMall BUSINESS ..ot 75
The reasons t0 OWN ... 76
The reasons NOt t0 OWN .....cciviiueiininieieiinieet s 77

Starting Your Own Small BUSINESS .....c.ccveueirerereneninineneeneeneeenee 79
You as the sole OWNEer ... 79
Sharing OWNErship ..o e 80
Deciding between sole and shared ownership.......c.ccccoeenienene 81
Going public: Cashing iN.....cocoeeverernereereeeee e 83
Determining your start-up cash needs .......cccccoevvennennenennene 83

Buying an EXisting BUSINESS.......ccecvvirivirinineeecee 85
Understanding why to buy a business........c.ccccoeevennennennnene 85
Knowing when you shouldn't Buy.........ccceeceveeenennennenineninnne 87

cuaerere: Raking in Profits from Real Estate.................... 89

Homeownership: Building Equity One Brick at a Time........c.c....... 90
Weighing the pros and cons of ownership......cccccvecnenenenne 91
KNowing When to BUY......cccciieenieinieiniciniccneereeneeeieseeieeene 92
Recouping transaction COSES .......cccvvirererenenineneneeeeeeene 93
Deciding how much to Spend......c.cccceveeneeneienennerneneeeene 95
Determining your down payment ........ccceecereerenenenesieneneneenens 95
Selecting your property type ...c.cocceeeereereireeneeneeneeseeenes 97

Building Wealth through Real Estate Investing........cccocceevevveenennene 99
Recognizing the drawbacks of real estate investing............... 102
Comparing real estate to other investments ........c.ccccoeeneeneee 104

Considering REITs (Real Estate Investment Trusts)......ccccoceeruenee 109
Distinguishing between public and private REITs................... 110
Taking a look at performance ......c.cccceecevecenecneneneneneeneenee 111
Investing in REIT fuNdS .....coooeevinenireneeeceeceeceeeenee 111

CHAPTER 7: Cutting Your Taxes (Keeping More

Of What YOU EQrn) ... 113

Reducing Taxes on Work INCOME ......c.ccvveeernrereinenneneceneeene 114
Contributing to retirement investment plans ...........ccocecevune. 114
Using health savings accounts.........cccoeveveeneeneenecenercnienenn 115
Shifting SOME INCOME.......eiiiiirieiieeerere e 116

Increasing Your DedUCtiONS ........ecevveerieerieenieinieesiee e 116
Choosing standard or itemized deductions ..........cececeveeruenene 116
Purchasing real @State........ccovvveerieenieeneeeesee e 117

Table of Contents \'4



Trading consumer debt for mortgage debt.........ccccceeverennne. 117

Contributing to Charities .......cccoevveereererereeee e 118
Remembering auto registration fees and state insurance....119
Deducting self-employment eXpenses........ccccveereerierenienene 119
Enlisting education tax breaks ......c.ccceeveeneeneineicnieenienene 120
Making Tax-Wise Personal Finance Decisions..........cccoceceveveruenene. 121
Taming your taxes in non-retirement accounts........c.cceevenee. 122
Avoiding taxing Mistakes .......c.coeoveereieneieneineereereeeeeeen 125
Hiring a tax professional.......cccoeeveereeneeneeneeneeseeseenee 130
ciaerers: Planning Financial Independence............. 135
Grasping the Keys to Successful Retirement Planning................ 135
Saving drives Wealth ........ccoeerencincneesese e
Keeping your balance
Understanding that planning is a process.......cccccoecevevcnuenene. 137
Figuring Out When You Can Stop Punching the Clock................. 138
Knowing How Much You Really Need for Retirement............ 139
Eyeing the components of your retirement plan.................... 140
Crunching the NUMDBErS ........ccoeireircceeseeene 142
Making the NUMDbErs Work........coeeveeveeneinninecneceeeene 144
Dealing With @XCeSS MONEY ....ccevirveieieieieieieneeeee e 144
Chariots of Freedom: Your Retirement Accounts ........c.coeeeenne 145
Getting the Most from Your Retirement ACCOUNtS ......ccccvveerunene 148
Prioritizing retirement contributions.........ccceecevevnecenenenienene. 148
Setting up a retirement aCCOUNt ...c..ceeverereneneneneeeeeeee 149
Allocating money with employer-selected options ................ 149
Allocating money in plans you design........cccccveerenenenenneenne. 154
cHaptero: LEAVING @ LEGACY ..., 159
Understanding Estate Planning........cccoecveeneeneceneinienenecnienenns 159
Studying some strategies before starting your
€StAte PlaN ..vveiii 163
Why everyone needs a Will ........ccoeevevevenecenernenneneneeneenes 167
Avoiding probate through living trusts .........cccoceevvvvrinnenene. 168
Power of attorney: Appointing your financial sidekick........... 169
Answering Key Questions to Gather Critical Information............ 170
Decreasing YOUr EState TaXeS.....cccveevereerieneenineeneeie e 172
Using trusts to reduce estate taxXesS.....c.ccvevvenienenenenieniennenns 174
Giving charitable giftS......cccvvivinininrrneeeeeene 179

Vi  Wealth Building Essentials For Dummies



cuaerer 10: T€N Keys to Successful Fund Investing ................. 181
MiINIMIZING COSES .uveriiriiriiiereiee e 181
Evaluating Historic Performance........ccccveoveonccenccnencnencnienene 182
Sticking With EXPeriencCe......ociveereenieenceneeneeseesieesieeeieeees 183
Considering INdeX FUNAS.......cccoevrerreninenineeeeseeeneeeseee e 183
Steering Clear of Leveraged and Inverse Exchange-

Traded FUNAS ..o e 184
Reading Prospectuses and Annual Reports.......cccecevveveneneniennns 185
Assessing Fund Manager and Fund Family Reputations............. 186
Rating TaxX FriendliNeSS......coeverienienienieieieeeenesesese s 186
Determining Your Needs and GOalS ........ccceceeverereneneneneneniennens 187
Tuning Out the NOISE......cciiiiieieerereeereesesese e 188
INDEX ... ooeerecemmimessssssseessmsssmmsssssesssssssnmsnssssssssssssssmmssesessssssssssmmsssses 189

Table of Contents vii






Introduction

elcome to Wealth Building Essentials For Dummies. This
book draws on my decades of experience working in the
financial services industry as a financial counselor and
bestselling author to help you create a plan to boost your wealth.

I know from working with people of modest and immodest
economic means that they increase their wealth by doing the
following:

¥ Living within their means and systematically saving and
investing money, ideally in a tax-favored manner

¥ Buying and holding a globally diversified portfolio of stocks
3 Building their own small business

¥ Investing in real estate

This book explains the essentials of each of these wealth boost-
ers. You learn how to build a mindset toward wealth, pick smart
investments, pursue revenue-building opportunities, and miti-
gate risk. And I help you keep wealth in its proper and balanced
perspective.

About This Book

This book covers the essential financial strategies you can use to
build wealth. I begin by helping you consider what wealth means
to you in terms of boosting your assets and beyond. I also dis-
cuss the mindset required to be a successful wealth-builder. The
chapters that follow discuss financial strategies you can use to
boost your assets.

You can read this book from cover to cover if you want, or you
can read a particular chapter or part without having to read what
comes before it. Handy cross-references direct you to other places
in the book for more details on a specific subject.
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Foolish Assumptions

Every book is written with a certain reader in mind, and this book
is no different. Here are some assumptions I made about you:

¥ You may have some investment knowledge and invest-
ments, but you're looking to get serious about building and
protecting long-term wealth.

3 You want to evaluate your investment advisor’s or broker’s
advice or other investment ideas.

¥ You have a company-sponsored investment plan, like a
401(k), and you're looking to make some decisions or roll
it over into a new plan.

If one or more of these descriptions sound familiar, you’ve come
to the right place.

Icons Used in This Book

The icons in this book help you find particular kinds of informa-
tion that may be useful to you.

This icon denotes strategies that can enable you to build wealth
faster and leap over tall obstacles in a single bound.
TIP

I think the name says it all, but this icon indicates something
really, really important — don’t you forget it!

@

REMEMBER

& With this information, I try to direct you away from blunders and
mistakes that others have made when making important personal
finance and related decisions.
WARNING
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Where to Go from Here

If you have the time and desire, I encourage you to read this book
in its entirety. It provides you with the essential information you
need to maximize return on your wealth-building efforts while
reducing risk. You also can pick and choose the information you
read based on your individual needs. Just scan the table of con-
tents or index for the topics that interest you the most.

Introduction 3






IN THIS CHAPTER

» Shifting your mindset toward abundance

» Applying a wealth mindset to debt

Chapter 1

Developing a
Wealth Mindset

n this chapter, I encourage you to consider what wealth means

to you. I explain how to think in terms of abundance, which is

essential to cultivating a healthy wealth mindset. I also help
you recognize the common flaws in mindset that lead to counter-
productive financial habits, such as over-saving and accumulat-
ing too much debt. Think of this chapter as a touchstone you can
revisit as you define your financial goals.

Focusing on Abundance

Wealthy people with a healthy and balanced perspective on wealth
and life possess a mindset that focuses on abundance. They use
and enjoy their money, and although this may sound counterin-
tuitive, they resist over-saving.

Yes, it’s true: Over-saving is possible. Some people, in fact often
the best savers, get hooked on amassing more and more money
and have trouble enjoying and using their money. Super savers
and money amassers generally equate more money with more
financial security. Theirs is a scarcity mindset.

CHAPTER 1 Developing a Wealth Mindset 5
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This section can help you recognize this scarcity mindset in your-
self and others, and provides tips to address and temper it.

Avoiding a scarcity mindset

Over-savers possess a scarcity mindset. Just as some people think
that their financial problems would be solved if only they could
earn a higher income, over-savers typically believe that if they
could reach a greater level of assets, they’d be more relaxed and
could do what they really want with their lives. The bar, how-
ever, continually gets raised, and the level of “enough” is rarely
attained. For this reason, some of the best savers and money
accumulators also have the most difficulty spending money, even
in retirement.

Some super savers have insecurities relating to money. Specifi-
cally, they view amassing financial assets as providing them with
safety and security that extend far beyond the financial realm.
While having more financial assets, in theory, provides greater
financial peace of mind, these riches don’t necessarily provide
more of the other types of security — friendships, for example,
for which hoarders are searching.

Achieving a certain level of affluence can provide for greater
access to quality healthcare. However, once one reaches the point
at which quality healthcare is the norm, the incessant pursuit of
more money can have a negative impact on an individual’s long-
term health and quality of life. For example, super savers often
believe that they will be better protected as seniors and better able
to enjoy their retirement years with hefty account balances. But
the pursuit of more money, which typically entails longer work
hours and greater stress, can lead to more health problems before
and in retirement.

Many super savers, who also tend to be obsessed with work, come
from homes and families where they felt on the edge economically
and emotionally. Although there are so many things that we can’t
control in the world, money amassers typically derive a sense of
both economic and emotional security from saving a lot of money.

Super savers have an amazing ability to selectively hear particular
stories that reinforce rather than question their tendencies and
beliefs. For example, stories periodically surface about how the
legions of baby boomers retiring will bankrupt Social Security

Wealth Building Essentials For Dummies



and cause a stock market collapse. Super savers batten down
the hatches, save more, and invest even more conservatively
when such stories worry them. News stories about stock market
declines, corporate layoffs, budget deficits, terrorism risks, ris-
ing energy prices, and conflicts in the Middle East and elsewhere
cause super savers to close their wallets, clutch their investments,
and worry and save more.

Balancing spending and saving

Most people don’t want to work their entire adulthood. And, even
if they do enjoy working for pay that much, who wants to live on
the edge economically, always dependent upon the next paycheck
to be able to pay the monthly bills?

That’s why you should avoid the extremes of overspending and
over-saving. Consider the analogy to eating food: Eat too little
or not enough of the right kinds of foods, and you go hungry and
possibly suffer deficiencies of energy and nutrition; too much eat-
ing, on the other hand, leads to obesity and other health problems.

Overspending and its companion, under-saving, hamper your
ability to accomplish future personal and financial goals and in
the worst cases, can lead to bankruptcy. Over-saving can lead to
not living in the moment and constantly postponing for tomor-
rows that we may not live to enjoy.

Remember Goldilocks and her quest at the bear’s home for the
bowl of porridge that was not too hot and not too cold and a bed
to rest in that was not too hard and not too soft. Everyone should
save money as a cushion and to accomplish important personal
and financial goals.

3 Keeping money accumulation in proper perspective: As
with any good habit, you can get too much of a good thing.
Washing your hands and maintaining proper hygiene is
worthwhile, but it becomes problematic when you obsess
over cleanliness and it interferes with your life and personal
relationships.

Conquering over-saving and an obsession with money
typically requires a mix of education and specific incremental
behavioral changes. Substantive change typically comes over
months and years, not days and weeks.
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The vast majority of super savers work many hours and may
neglect their loved ones and themselves. They typically need
to work less and lead more balanced lives. That may involve
changing jobs or careers or simply coming up with a
“stop-doing list,” the opposite of a “to-do list.”

¥ Giving yourself permission to spend more: Money
amassers usually need to discover how to loosen the purse
strings. Figuring out how to spend more and save less is a
problem more folks wish they had, so consider yourself lucky
in that regard! Give yourself permission to spend knowing
that the money you've saved will continue to grow and be
available to you as you need it.

3 Doing some retirement analysis: Understand the standard
of living that can be provided by the assets you've already
accumulated. There are numerous useful retirement
planning analytic tools you can use to assess where you
currently stand in terms of saving for retirement.

Among the various mass market website retirement tools,

@ | really like T. Rowe Price's (www . troweprice.com/usis/
advice/tools/retirement—income-calculator)and
_— Vanguard's (investor . vanguard.com/calculator-tools/

retirement-income-calculator/).

¥ Getting smart about investing your money: While super
savers love watching their money grow, some have trouble
with investing in volatile wealth-building investments like
stocks because they generally abhor losing money. Even
bonds can be a turn-off because they, too, can fluctuate
in value.

So, part of the challenge with getting comfortable with
spending more of your money is to get wiser about invest-
ing. Please see Chapter 3.

¥ Going on a news diet: Super savers often benefit from
minimizing and even avoiding news programs that dwell on
the negative, which only reinforces your fears about never
having enough money. One justification that super savers
use for their actions that constantly resurfaces in the news
is the litany of fears surrounding the tens of millions of baby
boomers hitting retirement age around the same time. The
story goes that retiring boomers will cause a mammoth
collapse of the stock market as they sell out to finance their
golden years. Real estate prices are supposed to plummet as
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well, as everyone sells their larger homes and retires to small
condominiums in the Sun Belt.

Such doomsaying about the future of financial and real
estate markets is unfounded. The fear that boomers will
suddenly sell everything when they hit retirement is bogus.
Nobody sells off their entire nest egg the day after they stop
working; retirement can last up to 30+ years, and assets are
depleted quite gradually. On top of that, boomers vary in age
by up to 16 years and, thus will be retiring at different times.
The wealthiest (who hold the bulk of real estate and stocks)
won't even sell most of their holdings but will, like the
wealthy of previous generations, pass on many of

their assets.

Treating yourself to something special: Regularly buy
something that you historically have viewed as frivolous but
which you can truly afford. Once a week or once a month,
treat yourself!

By all means, spend the money on something that brings
you the most joy, whether it's eating out occasionally at a
pricey restaurant or taking an extra vacation during the year.
How about tickets to your favorite sporting events or other
performances?

Buying more gifts for the people you love: Money
hoarders actually tend to be more generous with loved ones
than they are with themselves. However, over-savers still
tend to squelch their desires to buy gifts or help out those
they care about.

Think about those you care most about and what would
bring joy to their lives. Try hard to think about what they
really value and enjoy.

Going easy when it comes to everyday expenses: How
would you like it if a family member or close friend followed
you around all day and totaled up the number of calories
that you consumed? Well, then, why would you expect your
family to happily accept your daily, weekly, and monthly
tracking of their expenditures? In some families, super
savers who habitually track their spending drive others
crazy with their perpetual money monitoring. Personal
finances become a constant source of unnecessary stress
and anxiety.
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Especially if you're automatically saving money from each
paycheck or saving on a monthly basis, does it really matter
where the rest of it goes? (Of course, none of us wants family
members to engage in illegal or harmful behaviors. But other
than that, enjoy life.)

Work at establishing guidelines and a culture of spending
money that everyone can agree and live with. Some couples,
for example, only discuss larger purchases, which are
defined as exceeding a certain dollar limit such as $100 or
$200. Parents who teach their children about spending
wisely pass along far more valuable financial lessons than do
elders who nag and complain about specific purchases.

Remembering that wealth is
about more than numbers

Getting bogged down in the climb up the career ladder, burn-
@ ing the midnight oil, and accumulating wealth and possessions is

easy in a capitalist society. In your pursuit, losing sight of some

rememser  areas — the ones not about money — is also easy. These areas
are just as important as — if not more important than — your
finances, which is why you should be working just as hard at
planning them. Here are some ideas to get you started:

3 Personal connections: A ot of research shows that those
individuals who have strong and healthy connections in their
later years tend to be happier, enjoy better health, live
longer, and live longer independently. Make sure you spend
time making and maintaining healthy personal relationships.
Doing so is an investment that pays dividends by improving
the length and quality of your life.

¥ Personal health: Your health is much, much more impor-
tant than your financial net worth. Just ask folks who have
major medical problems — especially those they could have
avoided — if they wish they had taken better care of their
health. Although anyone can experience bad luck or bad
genes when it comes to health, you can do a lot to stay
healthy and enjoy enhanced longevity and the best
possible quality of life.
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¥ Activities, hobbies, and interests: Consider taking up
activities and hobbies, part-time work, and volunteering.
Giving something back to society pays many dividends.

You can find a zillion volunteer opportunities. Your place of

@ worship, organizations that support a cause you believe in
(for example, fighting cancer or heart disease), and schools

TIP are super places to start looking. Stumped for ideas? Try a

service like VolunteerMatch (www . volunteermatch.org).

Developing a Wealth Mindset
Toward Debt

Consider why you borrow money. Usually, you borrow money
because you don’t have enough to buy something you want or
need — like a college education. A four-year college education
can easily cost $100,000, $150,000, $200,000, $250,000, or
more. Most people don’t have that kind of spare cash. So bor-
rowing money to finance part of that cost enables you to buy the
education.

How about a new car? A trip to your friendly local car dealer shows
you that a new set of wheels will set you back $25,000+. Although
more people may have the money to pay for that than, say, the
college education, what if you don’t? Should you finance the car
the way you finance the education?

There’s a big difference between borrowing for something that
represents a long-term investment and borrowing for short-
term consumption. I’m not saying that you shouldn’t buy a car.
The point is to spend what you can afford. If you have to borrow
money in the form of an outstanding balance on your credit card
for many months in order to buy a car (or take the vacation, or
whatever), then you can’t afford it.

Avoiding bad debt

I coined the term bad debt to refer to debt incurred for consump-
tion, because such debt is harmful to your long-term finan-
cial health.
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