

Presenter
Presentation Notes
Whether you’re just graduating or getting ready for your first “grown-up” job, it seems like there are a whole slew of things you’re all of a sudden supposed to understand. Welcome to Adult-hood! This presentation and discussion go over lots of these challenges and help prepare you to face them. 


- The Super-Awesome Adult Checklist

] M Find a great job and start making money
IZ[ Understand your check

Budget (identify wants versus needs, track your
IZ[ money, put savings in your budget)

Establish yourself in a new place
(income, utilities, transportation, insurance, etc.)

IZ[ Establish credit (compare credit
cards/loans, understand and improve your
credit score)

L T T Y
) ]




EMPLOYMENT

@ If you haven’t found a job yet, don’t stress!
There are lots of awesome resources in the

community:
= Monroe County Public Library
o Free computers to use

o One-on-one consultations about
resumes, interview skills, career paths, and

general job searching
= WorkOne
o Free computers to use
o Access to job training and skill-based
workshops

@ If you already have a job...
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Presentation Notes
Mention any upcoming events/job fairs


UNDERSTANDING YOUR
PAYCHECK

123 - lohn R. Doe Pay Period 06,/02/06 to 06/16/06 Required Deductions
Earnings w 00.00 00.00
FICA - Medi 0608 1216
Hours Rate This Period YTD —
ED H.DD 45D.DD EDD.DD W te Income Tax 0.00 0000
FICA - Social Securlty | 25.892 51 84
Gross Pay 450.00 S00.00
/m\

Health Insurance 0N 00 00.00
401k 0gon 0000

NEgrking ~_~Too00 00.00

NET PAY $418.00 $836.00

Your Employer
1234 Some Street
Milwaukee, Wl ZIPCODE

To the Order of
lohn R. Doe
555 Some Sireet
Milwaukee, Wil ZIF CODE

PAY  ***Four hundred eighteen dollars and 00 cents*= #s#&s&sessessssess 2= +=5418.00

Check Mumber: XXX
Pay Date: 06/19/06
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Congratulations on your job! You’re feeling pretty rich right? That is until you actually get your check and realize it’s a lot smaller than you anticipated. Let’s go over the different pieces to help you better understand your paycheck. 

Withholding: These are taxes your employer keeps from your pay, which the employer then pays to the government. They are listed as Federal, State, and Local withholding. Federal includes Social Security, Medicare, and federal income tax for things like payment of the national debt, education, transportation, defense, etc. It’s determined by the W-4 form you fill out when you begin working and earning a salary.  It is a specific percentage based on the wage—higher wages have higher withholding amounts. When you get a tax refund at the end of the year, this might be because too much money was been withheld throughout the year. 
State withholding in Indiana is 3.4 percent. This goes to education, transportation, prisons, assistance for the poor, and other things like that. 
And then all counties and cities have varying rates for local withholding from your paycheck.  Local withholding includes county adjusted gross income taxes (CAGIT), county economic development income taxes (CEDIT), and county option income taxes (COIT).  The current rate is 1.05 percent for residents in Monroe County and 0.26 percent for non-residents. It funds local development projects, public safety, and more.

FICA: Federal Insurance Contributions Act (FICA) says that 12.4 percent of earned income up to an annual limit must be paid into Social Security, and an additional 2.9 percent must be paid into Medicare.  If you're a wage or salaried employee, you pay only half the FICA bill (6.2 percent for Social Security plus 1.45 percent for Medicare), and the tax is automatically withheld. 

You’ll also see things other things deducted from your check that are specific to you or your place of employment (retirement savings accounts, health insurance, parking, donations, child support, etc). 


BUDGET

TRACK YOUR EXPENSES
® Save recelipts
® Write down all expenditures

® Use a debit card (different than a
credit card)

®

® Mint.com Is one free and easy-to-use
online money management system
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Talk about the difference between a debit card (the money you have in your account) versus a credit card (essentially, a short-term loan, if not paid back right away you also add interest)

Online Banking is a great tool to help you manage your banking and financial activities on the Internet. You usually need to already have an account with a financial institution (although some banks are online only). With online banking you can view account balances and recent transactions online, transfer money from linked accounts (for example: from savings to checking), pay bills, and have your paycheck automatically deposited into your account on payday. 

Some benefits of online banking 
•Immediate access to your account balance and transactions 24/7
•If using direct deposit for your paychecks, you don’t need to worry about your checks being lost or stolen
•Easy to track fees 
Often it categorizes expenditures for you
 
Some disadvantages to online banking
•Still need to track all of your expenditures, because most won’t show up right away and you don’t want to overdraw from your account
•Not meant to be a replacement for recording transactions on your own
•Online banking website may be down periodically
 


http://www.in.gov/sos/securities/files/Spending_Log.pdf�

BUDGET

MY NET INCOME FIXED EXPENSES FLEXIBLE EXPENSES

Wages $1340 Rent $300

Other $0 Car Payment $150
Cable $50
Internet $25
Netflix $5

Renters Insur. $15
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Imagine you make 1,340 a month (that’s 40 hours a week on a $9/hour salary) and share costs with one roommate. 

Make sure to include other types of income. This might be things like public assistance, child support, or social security. Or it could be a flexible income like babysitting, odd jobs, etc. 

http://www.carinsuranceguidebook.com/2012-auto-insurance-rates-by-state�
http://www.carinsuranceguidebook.com/2012-auto-insurance-rates-by-state�
http://www.carinsuranceguidebook.com/2012-auto-insurance-rates-by-state�
http://finance.yahoo.com/news/How-Much-Does-Health-iw-1773357078.html�
http://finance.yahoo.com/news/How-Much-Does-Health-iw-1773357078.html�
http://finance.yahoo.com/news/How-Much-Does-Health-iw-1773357078.html�
http://finance.yahoo.com/news/How-Much-Does-Health-iw-1773357078.html�
http://finance.yahoo.com/news/How-Much-Does-Health-iw-1773357078.html�

RENTERS’ INSURANCE

® Renters’ insurance covers personal property within
a home or apartment against
fire, theft, vandalism, and water damage. It also

protects you if someone has an accident in your
home.

@ A typical policy will cost around $125 per year in
most areas and will cover a certain amount of
personal property. Often, jewelry, art, and
electronics may not be included in the coverage
without a specific rider.

@ Policy prices depend on the deductible chosen and
whether belongings are valued at replacement
cost or actual cash value.
= Cash-value policy: The policy's payout for anything that needs

to be replaced will be based on how much the items have
depreciated since they were purchased.

= Replacement-cost policy: The policy covers the replacement
of your belongings at current costs despite their value.
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A landlord's insurance policy covers the building and outbuildings and protects the landlord against lawsuits from accidents on the property. It usually doesn’t cover the tenant’s personal possessions – which is why renters’ insurance is important. 

Although it might seem like you don’t have anything expensive you need to cover, look around. You probably have a substantial amount invested within those walls you don’t own: flat screen tv, computer, kitchen appliances, clothes, etc. 

Renters’ insurance usually does not cover flood or earthquake damage – you need a separate type of insurance for that. 

Renter’s insurance is usually available from any agent who writes homeowners' insurance. A typical policy that would insure personal property of $25,000 and liability up to $100,000 will cost around $125 per year in most areas. The cost of renter’s insurance will also vary depending on the deductible chosen, typically $250, $500, or $1,000.

Deductable: How much you have to pay toward any claim before the insurance kicks in.

Example of cash-value policy:  Maybe your tv was worth $600 when you bought it five years ago, but a cash-value policy would only pay you the $300 it’s worth now.   


BUDGET

MY NET INCOME FIXED EXPENSES FLEXIBLE EXPENSES
Wages $1340 Rent $300 Savings $100
Cable $50 Groceries $80

Clothes/Hygiene $50

Cell Phone $75
Car Insur. $110 cun $100

Health Insur. $185 Gas $60

Renters’ Insur. $15

TOTAL $840 TOTAL $715
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A budget is individual! Make it work for you.

What else would be in your budget?
Pharmaceuticals
Hobbies�Pets
Significant Others



BUDGET

GRAND TOTAL $1555
$215 OVER BUDGET!
Options?
® Get a new job where you’ll make more
money (see previous resources)

@ Add more hours (if possible) or get a second
job (the more you work, the less time you
have to spend money??)

@ CUT BACK

= Do you really need a car? Removing payment and
insurance saves $260/month! Maybe a used car
iInstead or other transportation? No gas?

= Cable? Netflix? Internet?

= Health insurance?

= Debt?

= Hidden costs in everything!
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Look at your budget monthly!
Budgets for months with birthdays, holidays, vacations, etc., will change.

Budgets are different if you have a significant other/spouse or children.

Most people will cut health, savings, and debt payments before others. But, those other things will cost you more in the long term.


B
ESTABLISHING YOURSELF

IN A NEW PLACE

FINDING A PLACE
START AS EARLY AS POSSIBLE!
Craigslist -
Classifieds in local papers (/DS, HT).

© ©®© ©® ®© ®

Look around town for rental signs in areas you would like to
live.

Work cooperatively with your future roommates and be
prepared to compromise!

®© Be communicative with your future roommates, too, and
make sure everyone does an appropriate amount of work.

© Make sure the place you choose has appropriate
parking/transportation options
available to you.

@ If you have pets, make sure they
are allowed.

© If you are a smoker and need to
do so inside, make sure it is allowed.

@ Finally, ask yourself....
ISIT IN YOUR BUDGET?

®
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Finding a new place seems fun – but there are so many steps to take. And if you follow along above it will hopefully make the process a lot easier!

http://www.bloomingtonrent.com/�
http://www.bloomingtonrent.com/�

-

®

ESTABLISHING YOURSELF
IN A NEW PLACE

RENTING A PLACE

If you find a place you like, call right away - they
go fast!

Be persistent if you don’t get a call back, but be
polite!

HAVE YOUR SECURITY DEPOSIT READY. Make
sure you plan for this ahead of time in your budget.

Dress decently at your landlord interview - they
don’t HAVE to rent you anything (“Halo effect”).

Be prepared to fill out housing applications and
have appropriate ID and financial records ready.

Be prepared for credit checks. If you don’t have
credit built yet, begin establishing this now.

DON’T PROCRASTINATE.

READ THE LEASE and look for hidden costs
(pets, damage, lawn care, etc.) Take it to an
expert if need be.
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Halo effect is the tendency of people to “judge a book by its cover.” It often happens in job interviews – if you’re not dressed appropriately it doesn’t matter how smart or qualified you are, your employer – or in this case, landlord – may judge you inappropriately too.




-

ESTABLISHING YOURSELF
IN A NEW PLACE

ONCE THE LEASE IS SIGNED

® Set up utilities AS QUICKLY AS POSSIBLE - not
getting these taken care of can cause great
Inconvenience.

® Your name on a utility is important

@ Establishes credit

® Shows responsibility

® Necessary for licensing/future renting
Subsidized utilities? Fixed payments?
Take care of renters’ insurance
Parking permits?

© ®© ©®@ ® @

Be realistic - you're an adult.
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Note that it’s important to find roommates who are also financially responsible.

Emphasize taking care of things early – if you wait until the last minute you could go without utilities for a while!

http://www.flickr.com/photos/crowderb/293772028/�

ESTABLISHING YOURSELF
IN A NEW PLACE

MOVING IN

@ If you need a truck, RENT IT NOW - don’t wait
until the last minute to rent/borrow/PLAN

® Make sure to note with the landlord the damage
you already see in the house BEFORE YOU
MOVE ANYTHING IN. This will be the only way
you aren’t charged when you move out.

@ If the landlord is not abiding by their side of the
lease, make it known immediately. Not
communicating leads to larger problems in the
future. —

® Moving is stressful: Prepare!

® Establish house rules
iImmediately.
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Again, emphasize doing things ahead of time.

Communication is key on all levels.


ESTABLISHING CREDIT

® Having NO CREDIT can sometimes be as bad as
having BAD CREDIT.

Comparing Credit Cards
®
® Ask your bank what your options are
® Watch for annual fees and other “hidden” costs!
®

LOANS
@ Taking out a small loan can also help establish
credit
= Vehicles
= Personal loans
= School loans
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Credit is basically your reputation as a borrower. Credit is made up from information about your borrowing history and it tells banks and others how you’ve handled debt in the past to gauge how risky you are as a borrower. Credit was originally used for lending decisions, but nowadays, good credit can be essential for renting a home, getting insurance, and landing a great job.  


http://www.bankrate.com/credit-cards.aspx�
http://www.bankrate.com/credit-cards.aspx�
http://www.bankrate.com/credit-cards.aspx�
http://www.ftc.gov/bcp/menus/consumer/credit/reports.shtm�
http://www.ftc.gov/bcp/menus/consumer/credit/reports.shtm�

CREDIT REPORT

@ The Fair and Accurate Credit
Transactions Act (FACTA) requires a
mechanism for American consumers to
receive up to three free credit reports
per year.

® IS a website
operated by the three major U.S. credit
reporting agencies:.
Equifax, Experian, and TransUnion.

® The goal is to allow consumers a way to

ensure their credit information is
correct and guard against identity theft.

® FreeCreditReport.com and
FreeCreditScore.com ARE NOT FREE
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AnnualCreditReport.com requires users to register with the site and provide basic identification information, such as name, address and social security number. You can request reports from all three agencies at the same time or stagger the requests throughout the twelve month period as a way to self-monitor credit data. 

Credit scores aren’t included in the free report, but each of the bureaus offers this as an additional feature for a small fee. There are a few different credit-scoring systems. FICO, the most common one, has ratings from 300 to 850 – the higher the better!

AnnualCreditReport.com is the only federally authorized source for obtaining a free credit report. Beware of sites that claim they’re free, like FreeCreditScore.com. 




http://www.annualcreditreport.com/�

Where does your credit
score come from?

Payment History
B Amounts Owed
Length of Credit History

® New Credit

W Types of Credit Used
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Payment History: public records and collection items, late or missed payments, number of accounts paid as agreed

Amounts Owed: balance on all accounts, balance on certain types of accounts, number of accounts with balances, balance to limit ratio (revolving credit), balance to initial loan amount (installment) 

Length of Credit History: age of oldest account, average age of all accounts

New Credit: number of new accounts, age of new accounts, number of hard inquiries (AnnualCreditReport.com - Unlike “hard” credit pulls like from buying a car or signing up for a credit card, using this service does not lower the consumer's credit score, as it counts as a "soft" credit pull), age of inquiries, credit history since last major derogatory 

Types of Credit Used: types of credit accounts (installment, revolving, etc), number of each type




TIPS TO RAISE YOUR
CREDIT SCORE

@ Pay your bills on time.

@ Pay off debt rather than moving it around.

® Have credit cards, but be responsible.

® Review your credit reports annually.

@ Strive to use less than 30% of your available credit.
@ Apply for / open new credit accounts only as needed.

@ Try to keep open one card you’ve had for a long time
to build your credit history length.

@ If you’re having trouble making ends meet, talk to
your creditors or see a credit counselor. Don’t let the
problem go on any longer.




LARGE PURCHASES

A NEW (OR USED) CAR
@ Can you afford it?

® Consider hidden costs
(tax, title, license, etc.)

@ Consider long-term costs
(gas, maintenance, insurance, parking)

® Weigh new vs. used
® Carfax!
® Consider Credit Score

® Alternate forms of
transportation
(walking vs. riding mpg)
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Emphasize the long-term costs of owning vehicles – maintenance, fuel, parking, etc.


LARGE PURCHASES

House shopping?

® Owning *can* be cheaper than
renting

® Builds equity and can be a good
Investment

® Don’t just call the person on the sign.
Find someone that is working for you!

® Pre-approval . I
® Down-payment — . . s

For Sale

mi ‘ Kathy Sisler
R 66754 7300

Brolmrs Plus

h =W SHOWNBY B -
S ArpniNTMENT

L B I
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Calling the person on the sign for a rental is different than calling the person on the sign for a sale. 
Find a real estate agent you trust. Calling the name on the sign is not necessary; any real estate agent who is licensed can show you any house on the market. Do research to find the person right for you. If you don’t like your agent, change agents. This is a huge investment – don’t trust it with people with whom you are uncomfortable.

If you don’t have at least a 20% down payment you will pay Private Mortgage Insurance (PMI) on TOP of your mortgage. It is essentially money you throw away – it does not build equity or pay off your house. Consider the risks and benefits of buying a house without the full down payment.




LARGE PURCHASES

House shopping?
® Working with realtors

@ FSBO
® Closing Costs
® Inspections

® Appraisals ~

® Mortgages ‘ ; For Sale s

® PMI ~ B P¢MI€MMMw>
ey s "TO-I300

@ Taxes % = N o

®Maintenance [ b e S0

L W,
® Insurance
® Is 1t worth 1t?
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Find a real estate agent you trust.

FSBO is for sale by owner – you may want to call in others who have purchased houses this way for advice.

Closing costs are usually an additional $2000 on top of the house cost already. Make sure that is included in your budget. 

Inspections are often necessary during the buying process, and that money is non-refundable (often $200-500 per inspection). 

Mortgages are loans for houses – the better your credit score, the better your long-term mortgage rate.

Taxes must be paid every year and are often rolled into your mortgage payment. Another hidden cost.

Homeowners are required, by law, to carry homeowner’s insurance.


LONG-TERM SAVINGS

® When you're in your 20s, you can invest
a little and wind up with way more
money than someone who waits to start
saving.

® Scenario: Bob and Sue

$300,000
$250,000
$200,000
$150,000

$100,000 // Bob

$50.000 /4 —Sue
$0

Age 21 Age 31 Age 65



Presenter
Presentation Notes
Bob and Sue are both 21 and just got hired for their first job. When they find out about their employer’s  401(k) plan, Bob decides to start saving $100 from each month's paycheck. With an annual rate of return of 6%, Bob accumulates approximately $16,700 after the first 10 years. Sue, on the other hand, doesn’t think it’s a priority and doesn’t start saving her $100 a month until she’s 31, 10 years later. Because of the beauty of compound interest, by age 65, Bob’s retirement account is about $253,000, while Sue’s account balance, started 10 years later, would be about $132,000. Bob’s $12,000 that he put away in those first 10 years, is now worth $121,000 more than Sue’s! Seems like a no-brainer, right? Save a little now and reap big rewards later.



SAVINGS OPTIONS

® 401(K)
= annual contributions limited to $17,000
= contributions are tax-deferred
= many employers match your contributions

@ Individual Retirement Account (IRA)

= provides tax advantages for retirement
savings

= contributions up to $5,000 a year

o Traditional IRA: contributions are often tax-
deductible, all transactions and earnings
within the IRA have no tax impact, and
withdrawals at retirement are usually taxed as
Income

o Roth IRAs: contributions are made with after-
tax assets, all transactions within the IRA have
no tax impact, and withdrawals are usually tax-
free
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Tax-deferred: deducted from paychecks before taxes and then taxed when a withdrawal is made from the 401(k) account. 

Make sure to find out how the employer match works at your job. Often, you need to save enough to trigger the match.

These plans can provide an easy way to save. You can even set it up so that an amount is automatically deducted from your checking account. 
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