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Financial Coals

To be really effective, goals
should always be in writing and
should be meaningful to you,
Your friend's goals might be really cool, but
they won't mean as much to you as
your own goals, which are based
on your values, It's helpful to
define your goals in a
“SMART” way. Think of it

Setting Goals ke s

A goal is a destination, something you

want or need, which you acquire by taking (S pecific. “| want to
certain steps. It gives direction fo your plan spend fny entire Spring
of action. One of the most valuable things Bresk at-Daytonz Besh.”

you can learn to do is to identify your goals
clearly. Your goal might be to travel to

Florida over Spring Break. You may have a fun over Spring Break.”
goal to install a new equalizer in your car's '
sound system. Or it might be to buy a new

Not “I want to do something |

easurahble. “| need .;
$120 for my share of the '

becau ur old one is too .
doet. Deeatse e gas, hotel room, and food for |

small. .
the week.” Not “| need some|

money for my trip.” !l

ttainable. “|'ll save |
$15 2 Weék from |
Thanksgiving until Spring |
Break.” Not “I'll win a |
weekly radio call-in contest |
to get the money to pay
for my trip.”

ﬂealistic. “| plan to drive from

Omaha to Daytona in about 24 hours

by using four drivers.” Not “I want to
drive from Omaha to Daytona in about
half 2 day.”

Time-bound. “I"ll have the $200 for
my trip expenses saved up by March
“5th.” Not “I want to save up enough
money by early spring.”

—2001

National Endowment for Financial Educat\ion

(High School Financial Planning Program)




R

Career Preparation
Financial Goals

Page 2
Think of your goals as what you want | Timelines for Goals
to be, do, or have—in other words, where - Short-term goals have a time frame of up i
you want to go. Remember, part of setting | to three months. Intermediate-term goals g .

SMART goals means they are realistic and [I take place between three months and one
attainable. | year. And long-term goals are out more

It's very helpful to break up your goals | than a year. Those long-term goals require 1
into three time periods for planning pur- patience to achieve and a willingness to
give up something you want now in return
for something better later.

This is known as delayed
gratification. For example, a person can
buy a new shirt now on credit—and possi-
bly pay more for it—or save up the money
to pay cash for it later. With the national
savings rate close to zero, many people are
apparently choosing instant gratification
instead of waiting! ,

If you're like most people, you may ‘

s M S R L

have noticed that the total of all of your

goals takes more money than you can set : ‘

aside each week. Don't puzzle over that

too long for now. We'll talk about how to ‘
handle that problem later.

1 e i

down payment on a new.car. |
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“Little Steps = Big Goals”

First, writé down two BIG financial goals you would like
ber, reach for the

First step

Then, write down
two small steps
you could take today
that would move

you closer to achieving
each big goal.

“Those who reacm _

i

Big Goal

touch

the stars.”
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The Rule of 72
Mathematicians have come up with a sim- ' .
ple rule based on this concept of com-
pounding. It's called the Rule of 72, and -
it tells you how long it takes your money
to double in value. This is an incredible
way to earn more money without lifting a
finger. Well, you may have to lift a finger
to move some of your earnings from your
savings account to an investment, but you
get the drift. of that time.

Here’s how it works. You divide 72 by Gt ExAtripls, BssUME YOU 18 16 yodrs

an interest rate to determine the number old and decide to invest $1,000 a year—
money you earned from your summer

jobs—in an account that grows by 9% per
year. You faithfully set aside the money
each year for 10 years, but you decided to
stop at age 25.
: At that time, you finally convince your
i best friends—who are also now 25—to
| start setting aside some money for their
future. They begin now to put away
$1,000 every year, and they also are able ' .
to earn 9% on their money. Afier 25 years, '
you all get together at your 50th birthday
party and compare notes. Who has the
most money? Figure 4.1 on the next page
shows the surprising result.
Even though your friends invested
more than twice as much as you did, you
end up with over $46,000 more. Why?
You took advantage of time, by starting to
save earlier.

- Time

- We touched on the importance of time

! earlier when we discussed the time value
. of money. But let's expand on that key

| point a little more. The fact is, the more
! time you have to reach your savings goal,

i

: the more money you will have at the end
]

of years it will take your money to double.
For example, assume you can earn 6% on
your money. How long will it take $100 to
grow to $2007

That's right. At 6%, your money will dou-
ble in value in 12 years.

On the other hand, say you have a set
time period in mind. You can figure out
what interest rate you need to earn to dou-
ble your money. If you have $200 today
and need a total of $400 in eight years,
what interest rate do you need to earn?

With eight years to invest, your money will
double if you can earn 9%.

Along with compounding and the Rule
of 72, there are some other concepts you
can use to your advantage with your sav-
ings and investments.

. . — 2001
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. Amount Available at Age 50:
$131,050

o Cr
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Total Invested:

Morganne

‘ Age Contributions

18
19
20
21
22
23
- 24
25
26
27
28
29
30
31
32
33
34
35
36
37

.38
39

OO0 0000000000000 O

Year End
Value

2,200

4,620

7,282
10,210
11,231
12,354
13,590
14,949
16,444
18,088
19,897
21,886
24,075
26,483

29,131 -
32,044
35,248 -
38,773

- 42,651

Ben a

18
19
20
21
22
23
24
25
26
27
28
29
30

31

nd Hailey

Age Contributions -
$
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Year End

Value
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Savings ldea

Pay Yourself
First

Think about these three ideas, which could help you get
started with your savings habit—NOW. Check the one(s) 'g
you think will be the best for you, and write the date you 1
are going to begin.

How It Works

From each of your paychecks or allowance,
deposit a set dollar amount, or percentage,
into a savings account before using any of
your money for anything else. You could
save 5% or 10%, or you could save a set
dollar amount such as $5, $10, or more.

My Choice
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Actson Steps

“Get Started With Your
Savings Habit Now!”

Date | Will Begin |

g Catch Your

{ At the end of each day, put all your loose

Coins change into a “savings” container. Once a
month, deposit the coins from your
, container into a savings account.
i Bank Your Whenever you receive “unexpected”
Surprises money, such as a cash gift, put a portion

of it into a savings account,

National Endowment for Financial Education — 2001
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