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“The money you 

have gives you 

freedom; the 

money you pursue 

enslaves you.” 
– Jean Jacques Rousseau
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Updating Your
Financial Wisdom

By Jill Schlesinger, Jill on Money

wo decades ago, getting reliable financial

T advice meantnt finding someone you trusted

and asking them directly. Today, information

is everywhere: online, through social media, and via

AI. Finding someone you can actually trust is harder
than ever.

Here are some tropes that need updating:

Stop spending on nonsense

The idea that younger generations are struggling

because of discretionary spending is overblown. The

real problem is the high cost of housing, elevated

costs since the pandemic, and student loan burdens,

all of which have grown faster than wages.

Always buy. Renting is throwing money

away

Telling a 30-year-old, especially one who lives in a

high-cost-of-living area, to save every dollar to buy a
home ignores a brutal reality: home affordability
has plunged.
Five years ago, the share of median income

necessary to cover a mortgage, principal, interest,

taxes, homeowners' insurance and Private Mortgage
Insurance (PMI) stood at 30 percent, just under the

threshold of what is considered affordable. Today

that share is 42%, due to rising home prices,
mortgage rates that have doubled, and insurance

costs that have soared.

Buying a home at any age requires analysis. In

many instances, renting and investing the difference
can produce better long-term outcomes than

buying. The "throwing money away" framing also

ignores that mortgage interest, property taxes,

insurance, and repairs are money you'll never see

again either. Renting buys flexibility, liquidity, and
freedom.

For those who can take the plunge, be wary of

rules that were designed for a world where home

prices were lower relative to income. Today, many

can afford to carry a home, but they may not be able

to save the 20% down payment that would entitle

them to the lowest interest rate. For  them, putting

down 10% and paying for PMI may be fine, with an

eye toward refinancing in the future.

Don't invest until you're out of debt

Not all debt is created equal. A 4-5% federal
student or auto loan is fundamentally different from

a 22% credit card debt. Staying out

of the stock market to aggressively
pay down low-interest loans may

sacrifice years of growth for a

psychological win that doesn't

make sense mathematically.

The three main financial goals for

anyone starting out should be:

build an emergency fund with 6-12

months of living expenses (and
keep it in a high yield savings

account), invest enough to capture

any employer retirement plan

match, and tackle high-interest
debt.

Avoid credit cards

A thin credit file can hurt young

folks when they try to borrow

money to buy a car or a house.

Responsible use of credit cards (i.e.

paying off the full balance monthly)
helps build essential credit history and provides

more security than a debit card if there is a merchant

issue.

Copyright by the estate
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"Stocks plummeted today on forecasts that the sun

will rise again and tomorrow will be another day."

It may be a mistake to

maintain your current

portfolio allocation up

until you retire. Many
people nearing retirement still

keep most of their assets in

the stock market. They figure

once retirement commences,

they can switch to a more

conservative allocation. But

this exposes you to what's

known as "sequence of

returns risk", the risk that your

portfolio will take a hit from a

bear market shortly before or

after you stop working. That is

the worst time to take

drawdowns because you lock

in losses without giving your

assets a chance to recover.

Instead, begin "derisking" your

portfolio several years before
retirement. The asset

allocation you choose will

depend on your situation and

how much risk you can

tolerate, but ideally you want

to take the least amount of

risk possible to achieve your

needs. As you get closer to

retirement you should be

transitioning each year to a

lower overall stock market

allocation and more exposure

to conservative alternatives.

Source: Bottom Line Personal

"Creditors have

better memories

than debtors."

- Benjamin Franklin
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