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Earning Power:

Your earning power -
your ability to earn an
income - is your most

valuable asset.
Spouse’s

e | Income

Few people realize that a 30-year-old couple will earn 3.5 million dollars by age 65 if
their total family income averages $100,000 for their entire careers, without any
raises.

How Much Will You Earn in a Lifetime?

Your Future Earning Power
If Your Family Income Averages:

$50,000 $100,000 $250,000 $500,000

What steps have you taken to protect your earning power in the event
of death or disability?

How much of this money will be available to achieve future financial
objectives, such as providing for a child’s education or your retirement?

How much of your earning power will you save and keep saved?
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Put another way, spend less than you earn!

This is the most basic financial rule...you'll never get ahead financially if you spend
more than you earn. Turn saving and investing into a regular fixed monthly
expense, just like your rent or mortgage payment or a car payment. Consider
having a fixed amount automatically deducted from your paycheck or checking
account each month and placed into a savings or investment plan. As your salary

increases, consider increasing the amount you automatically save and invest each
month.

Do you know the potential value of saving just $100 each month?

Results of Saving $100 per Month* in:

Nominal Annual
Interest Rate: 5 Years 10 Years 15 Years 20 Years

This is a hypothetical illustration only and is not indicative of the actual
performance of any particular investment. It does not reflect the fees and
expenses associated with any particular investment, which would reduce the
performance shown in this hypothetical illustration if they were included.
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Develop and Stick to a Budget

A sound financial plan doesn't just invest money effectively...it helps you
get the money to save and invest in the first place!

A budget is your spending plan, a way of tracking your cash flow, keeping track of
what is coming in and what is going out. There are a wide variety of budgeting
systems available, some of which are quite simple and others quite complex. Any
budget, however, begins with tracking your income and expenses over several
months.

Tracking income is generally quite easy...keep a record of your paychecks and any
other types of income received.

Tracking expenses can be more challenging...generally you can use bill and credit
card statements, your checkbook register/statement and cash receipts to track the
majority of your expenses. Don't forget, however, to keep track of smaller
expenditures, such as lunches, movies and money for kids' activities. Over the
course of a month, those smaller expenditures can add up to a tidy sum. Expenses
tend to fall into one of two categories:

> Non-discretionary expenses, such as rent or mortgage payments, food,
utilities, insurance premiums and car payments. These are expenses that you
have to pay every month, expenses over which you have little control.
Following tip #1 - paying yourself first - a fixed amount for saving or
investing should also be categorized as a non-discretionary expense.

> Discretionary expenses include items such as clothing, entertainment,
travel, hobbies and other leisure activities. These are expenses over which
you exercise more control. Once you understand your discretionary spending,
you'll be better able to make lifestyle choices that can help you reduce your
discretionary spending and pay yourself more by increasing the amount you
put into savings and investments.

A basic way of budgeting is to establish and stick with a formula, such as 20% of
income for saving/investing, 20% of income for discretionary expenses and 60% of
income for non-discretionary living expenses.
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Establish and Monitor Financial Goals

It's not how much money you make...
It's what you do with the money you make!

It's a fallacy to equate income with wealth. Someone can literally make millions of
dollars in a lifetime, but consume it all through spending, putting nothing aside for
wealth accumulation, and end up impoverished.

Financial goals are your short, intermediate and long-term destinations in life:

> Short-term goals are those things you want to accomplish over the next
year or so. Examples include paying off credit card debt, building an
emergency fund, saving for a special vacation or new furniture. Because of
the short-term nature of these goals, fixed interest savings vehicles are
generally your best bet for money set aside to meet short-term goals.

> Intermediate-term goals generally encompass financial needs that you
want to meet over the next three to 10 years. Examples can include buying a
home, starting your own business and, depending on the age of your children,
providing for a college education. Since more time is available to meet
intermediate-term goals, a combination of saving and investment vehicles
may be appropriate.

> Long-term goals include retirement planning and, again depending on the
age of your children, paying for a college education...events that are 10 years
or more in the future. With more time to recoup losses from market
downturns, money for long-term goals can be invested more aggressively,
such as in stocks and equity mutual funds.

Once you decide on your financial goals, a financial plan then becomes your roadmap
for reaching those destinations. A financial plan provides the specifics of when and
how much you will set aside, as well as how those funds will be invested.

Finally, monitor your financial plan over time. Be prepared to make adjustments as
your needs and circumstances change in the future.
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Build an Emergency Fund

Plan for the unexpected!

Be prepared for life's "bumps in the road" by creating an emergency fund. Ideally
your emergency fund will consist of six to 12 months' worth of living expenses. At a
minimum, make at least a three-month emergency fund your first short-term goal.

Since your emergency fund needs to be quickly available to meet unexpected
expenses, such as a major car repair or replacing a major appliance, it's generally
best to place these funds in a safe, liquid savings vehicle, such as a money market
account.

Without a safe, liquid emergency fund, you can end up cashing in investments or,
worse yet, racking up credit card debt to pay for life's sudden, unexpected financial
emergencies.
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