FINANCIAL PLANNING

7 Financial Don’ts for Every Millennial
Here are the seven things that millennials should absolutely stop doing to get their
financial plans on track.
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How time flies. The oldest millennials are turning 40 this year, a big milestone for many reasons
– including financial planning.
Despite working through the Great Recession and the COVID-19 pandemic, many millennials
are making solid strides in their finances. Bank of America’s recent Millennial Report shows that
73% of millennials are actively saving and one in four has accumulated more than $100,000. On
the flip side, the survey found that 27% are not saving at all. And more than three-quarters are
weighed down by debt, with one in six millennials owing $50,000 or more, excluding home
loans.
Whether you are on the right track or need some help getting started, it’s good to have a plan in
place. Here are seven things to stop doing so our fellow millennials move in the right
direction:

1. Don’t Get Caught Up in the Headlines – Think Long-Term.
Don’t let the GameStop-type stocks, cryptocurrencies, Reddit and other get-rich-quick headlines
run your investment portfolio. While you may get lucky and buy a stock at the right time, it’s just
as likely you will make a costly mistake and lose money instead of get rich quick.

The way to build lasting wealth is save early and often and invest wisely in a well-diversified
portfolio. Understand your investments, or work with someone who does understand
investments.
We had a client who came to us after losing a chunk of their savings to speculative
investments. We recommended they set up a very small sandbox account where they could
continue picking stocks on their own, and left their long-term money alone to a more disciplined
approach.

2. Don’t Forget about an Emergency Fund. Don’t Give Up on Cash.
It’s important to keep a stash of cash in the bank for an emergency. You never know when you
might find yourself without an income or in need of some quick cash. Don’t worry about how
little interest your cash is earning right now; liquidity is the most important feature.
We met with someone who was using a credit card charging 20% in interest as their emergency
fund. We quickly advised them to change this tactic, as it was working against their financial
plan. Instead, we recommend having at least three to six months’ worth of living expenses set
aside in cash for the unexpected car repair or other surprise expense.
NYSUT Note: The NYSUT Member Benefits Corporation-endorsed Synchrony Bank
Savings Program offers online savings accounts with competitive interest rates and 24/7
online and mobile banking. Click here for more information and to get special discounted
member rates.

3. Don’t Only Save Into Your 401(k) or 403(b) for Retirement. Do More.
Saving the maximum amount in a 401(k) or 403(b) or other similar retirement plan is a great
start, but try to do more. For example, open a traditional Individual Retirement Account (IRA), a
Roth IRA or a brokerage account. The first two will supplement a retirement savings account,
while a brokerage account provides flexibility if funds are needed before you turn 59 ½ years
old. Many millennials hope to retire before reaching that age and will need a source of money to
pay for their living expenses.

4. Stop Putting All Your Eggs in 1 Basket. Diversification is the Key to Investing
Success.
Many people who work for a publicly traded company own a significant amount of company
stock. Many companies promote this practice and may even provide 100% of matching 401(k)
funds in company stock.
However, be cautious not to be overweight in any single stock in your investments. Although
you may feel incentivized to help your company grow when you are “all-in,” remember that your
paycheck and benefits already depend on the company’s performance. Your entire nest egg
shouldn’t be invested in that company as well. Instead, our general advice is to invest no more
than 10% to 15% of a person’s investment portfolio in any one company – including their own
employer.

We had a prospective client a few years ago who had been nearly 100% invested in their
company stock for over 30 years in their 401(k), and the stock had not performed well. It was
sad because their 401(k) could have been worth over eight times its current value had they
diversified.

5. Stop Putting Off Your Will and Life Insurance.
One of the most notable changes for the oldest millennials is that the feeling of invincibility starts
fading. But many young individuals and families have put off some crucial decisions because of
the uncomfortable nature of the topic. However, life is unexpected, and planning for the worstcase scenarios is especially important because only you can do it — and you must do it before
you need it.
Work with an estate planning attorney to get a will, powers of attorney and health care directives
in place. This will make future decisions much easier if you become incapacitated or pass away.
Next, work with an independent insurance broker to make sure you have adequate life and
disability insurance coverage to provide for your family.
NYSUT Note: Click here to get more information on NYSUT member term life insurance
provided by Metropolitan Life Insurance Company. In addition to premiums especially
negotiated for NYSUT members, get access to will preparation and estate resolution
services at no additional cost.

6. Don’t Try to Keep Up with the Joneses.
Most millennials have 24/7 exposure to their friends’ every move through social media, including
their perceived wealth. The fastest way to lose your wealth (or prevent having any) is to spend it
all trying to keep up with your friends. If you have been spending at or above your income level
through your 20s and 30s, now is the time to break that habit.
The No. 1 key to long-term financial success is spending less than you make. If you do that for
long enough and save the difference wisely, you will afford yourself more options and flexibility
in the future. We have had many clients be successful with the “out of sight, out of mind”
method. They pay themselves first through their savings, 401(k) or 403(b), brokerage accounts
and spend only what is left.

7. Don’t Procrastinate – Be Deliberate.
We have had a number of clients come to us wishing they had gotten their plan together sooner.
They had such regret that they didn’t get it together in their 30s or 40s. Learn from their
mistakes.
Stop thinking you have more time. Take a small but deliberate step today toward a better
financial future. Putting even just a little bit aside every paycheck will produce results. For the

long term, begin to set some priorities. If owning a home is a priority, begin researching how
much will be needed for a down payment and develop a plan to save that amount.
Much like your family or career, it takes time and energy to develop and implement a financial
plan. Take the time now to get started or re-evaluate the strategy you have in place. It’s hard to
believe, but 50 isn’t that far off, so planning for your financial security needs to start now.
This article was written by and presents the views of our contributing adviser(s), not the
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