BUILDING BLOCKS FOR RETIREMENT

Refirement Planning Essentials

Money Well Spent

A fresh approach to spending can help put some sizzle in your retirement savings

Despite all the budgeting and cash flow tracking apps available, many people still struggle to
manage their spending habits on a daily basis. What if there was a simple blueprint you could
follow that could help you manage the way you spend your money and hold yourself
accountable?

The 70/20/10 rule of thumb helps provide a framework for
managing your finances, limiting your spending, and
assessing any debt that you plan to take on. According
to the 70/20/10 rule, you should spend:

= 70% of your after-tax income on living expenses, such

\ \ o as food, childcare, insurance, discretionary expenses,

; J and your rent or mortgage.
Y k = 20% on savings, such as your retirement account,
< emergency fund, college fund, or other savings

goadls.
= 10% on consumer debt, such as credit card payments
or a car loan.

Under this rule, the 70% and 10% are maximums; in other words, you should spend no more than
those percentages of your income. The 20% is a minimum; you should put at least 20% of your
income toward savings goals — and even more if you can. The following are some additional
ways to build better spending habits.

Record Your Progress

Just as maintaining a food diary may help you determine if you are eating healthy meals and
snacks, the same strategy can help you become a more self-aware — and befter — spender.
That's why it's so important to keep track of your actual spending and see how it matches up
against your ideal household budget.

There are a host of budgeting apps available through the Apple Store and Google Play, and

many are free. Using a formal spreadsheet program, such as Microsoft Excel or Google
Sheets may make more sense for people who prefer to track and store their budget
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history on a computer. The Google Sheets monthly budget can be set up on a PC or laptop, or
you can download the app. And best of all for your budget — it's available for free!

Sleep On It

Try forcing yourself o delay purchases by at least one day so you have more time to consider if
you really need them. For instance, you might wait 30 hours before buying anything over $30. Or
you might impose a spending threshold, such as $250, over which you must discuss a potential
purchase with a spouse, partner or friend.

Stay Away From Your Favorite Stores

If there's an online retailer or a local shopping avenue where you can't resist buying something,
avoid it. Understanding what tempts you the most will help you avoid making purchases you can't
afford.

Make It a Habit

Once you get in the habit of making better spending decisions, you shouldn’t be too hard on
yourselfif you don't see the desired results overnight. It may take more than a few weeks of smarter
spending before your financial well-being shows signs of long-lasting improvement. So be patient,
stay focused and let yourself feel good about doing the right thing one day at a time.
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