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Roadblocks
to Financial Success

   

Presenter
Presentation Notes
In our experience, we’ve found that there are seven roadblocks that keep most people from achieving financial success. Your ability to reach your financial goals may depend on how well you are able to steer clear of these roadblocks. Let’s go through these roadblocks and see whether you’ve experienced any of them.



No Goals

   

If you have no goals, you have no direction 
and no way of knowing if you’re on track.

Presenter
Presentation Notes
The first problem is not having any goals. If you have no goals, you have no direction and no way of knowing if you're on track. According to a recent survey, an estimated 65 million American households will probably not realize one or more of their major life goals, largely because they have failed to develop a comprehensive financial plan. Only about one in three savers now has a comprehensive financial plan.Our goal is to improve these statistics -- to educate people and make them aware of the need for active financial management and professional guidance. We feel certain that with awareness, people can avoid the mistakes that history reveals to us and can take charge of their own financial future.(Source: Consumer Federation of America and Nations Bank, May 5, 1997.)



Ignorance

   

Presenter
Presentation Notes
The next obstacle facing many people is ignorance. When we talk about ignorance, we are not talking about your I.Q. We are referring to a lack of understanding regarding how the financial world works and how to make your money work effectively for you.



$10,000 earning 8%
interest 

compounding 
annually grows in 
10 years to be…



Compound Interest

Beg. Balance Int. @ 8% End. Balance
10,000$        800$                10,800$              
10,800$        864$                11,664$              
11,664$        933$                12,597$              
12,597$        1,008$             13,605$              
13,605$        1,088$             14,693$              
14,693$        1,175$             15,869$              
15,869$        1,269$             17,138$              
17,138$        1,371$             18,509$              
18,509$        1,481$             19,990$              
19,990$        1,599$             21,589$              
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The Rule of 72
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RETURN 72
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Presenter
Presentation Notes
There’s a simple mathematical formula you can use to determine how long it can take your money to double in any particular investment. It’s called the Rule of 72.1You simply divide 72 by your rate of return. The resulting number is a fairly accurate estimate of how long it will take to double your money.For example, if your principal was earning 8 percent, you would divide 72 by 8 and come up with 9. At 8 percent, your money will double approximately every 9 years.As you can see in this chart, at 12 percent, your money would double in 6 years; at 10 percent, it takes 7.2 years; at 6 percent, you’d wait 12 years; and at 4 percent, it would take 18 years. Of course, this formula also works the other way. You can see how inflation will affect the purchasing power of your money. If, for example, we were experiencing a 6 percent inflation rate, how long would it take to lose half of your purchasing power?When we divide 72 by 6, we come up with 12. With an inflation rate of 6 percent, your purchasing power will be cut in half every 12 years.(Note 1: The Rule of 72 is a mathematical concept and the hypothetical returns illustrated are not representative of any specific investments. Also note that the principal values and yields of securities will fluctuate with changes in market conditions so that investments, when sold, may be worth more or less than their original cost.)



Debt

   

Presenter
Presentation Notes
The next roadblock is debt — particularly credit card debt. In fact, credit cards can be so much of a problem that we came up with a new definition for the term. We think the definition for “Credit Card” should read: “A means for buying something you don’t need, at a price you can’t afford, with money you don’t have.”All borrowing is not necessarily bad. Sometimes, long-term borrowing can be appropriate for investing; for example, buying a house, an investment property, or assets that can generate more income or growth for you.



Poor Investments

   

Presenter
Presentation Notes
The fourth roadblock to financial security is poor investments. Unfortunately, we've seen many investors get hurt by making poor investments. They haven't taken the time to research the investments or the company and people through whom they were investing.



I INVESTED ALL 
OF MY MONEY IN 
STOCK OPTIONS.

WHAT’S 
AN 
OPTION?

IT’S COMPLICATED… 
BASICALLY, YOU GIVE 
YOUR MONEY TO A 
STOCKBROKER AND 
HE BUYS NICE 
THINGS FOR HIS 
FAMILY.



Inflation
As Measured by the Rise in the Consumer Price 

Index
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Presenter
Presentation Notes
Inflation is another obstacle you must always consider. If your money isn’t working for you, then it’s losing ground to inflation.Inflation can have a devastating effect on prices –– raising the cost of everything from a new house to a hamburger at McDonald’s.As you can see, inflation has been somewhat erratic since 1980. In 1999 the inflation rate was 2.6 percent. No one can say for certain where it will go from here.
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The average
person will
work until 
early May to pay
all federal, state,
and local taxes.

Taxes

   

Tax Freedom Day

Source: Tax Foundation

Presenter
Presentation Notes
Another roadblock to successful financial management is taxes. Taxes have become an increasing burden on the average worker.According to the Tax Foundation, American workers spend more of their day working to pay taxes than they do to pay for food, clothing, and housing combined. That’s an alarming thought! In addition, the Tax Foundation estimates that you worked until early May of this year to pay your tax liability.Being aware of the tax implications of your decisions can save you valuable dollars in the future.(Source: Tax Foundation)



Procrastination

   

Presenter
Presentation Notes
This last roadblock may be the most difficult to overcome and the most common: procrastination. Some people never quite get around to planning for the future. And as a result, they fail to reach their financial goals.You may have heard the saying, “Procrastination is my sin; it brings me constant sorrow. I really shouldn't practice it, perhaps I'll stop tomorrow.”We hope this workshop will give you the motivation to start planning today, not tomorrow.



Let’s Get Started….



Investment
Any vehicle into which funds can be placed 

with the expectation that it will generate 
positive income and/or preserve or increase 
its value

Types of investments

•Securities

•Property



Savings
vs

Investment
vs

Speculation



Risk vs. Reward

Risk

Reward



Risk
Inflation

Interest Rate
Economic

Market
Specific

Opportunity Cost



Contributing to a retirement plan



$35,000 per year salary
paid every 2 weeks

no retirement 

retirement plan 

Gross Pay
hrs x 
$/hr $ 1,350.00 $ 1,350.00 

Social Security tax 6.2% $      83.70 $      83.70 

Medicare tax 3.1% $      41.85 $      41.85 

Retirement contribution 3% $             - $      40.50 

Federal tax 20% $    270.00 $    261.90 

State tax 4% $      54.00 $      52.38 

Net Pay $    900.45 $    869.67 

Difference in pay $     (30.78)

Retirement from employee $      40.50 

Retirement match from employer $      40.50 

Total into retirement plan $      81.00 
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