
Kids & Money
HOW TO MAKE SURE YOUR KIDS HAVE A

GOOD RELATIONSHIP WITH MONEY

Raise Your Expectations
     While we love and admire our children, we can lose sight of what
they’re truly capable of when pressed and properly motivated. That
comes with personal finance. They can learn and establish great
habits and concepts right now. We just have to be willing to have
these grown up conversations with them and walk through learning
some of the concepts before they leave the home.

Forget Normal
     Share your wins and your losses with your children. Don’t be held
back by shame or by false humility. Your kids will benefit from your
wisdom and they can and will handle the truth. Moreover, you will
build that trust and soon-to-come adult child to parent
relationship.

How to Use Money
     Money either gets a really bad rap or it is idolized. We don’t want
any part of that. What we believe is that money is a tool. It is a tool
that can be used for good or for bad, sure. Nonetheless, it’s just a
tool that will make you more of who you are and give you options.
Bottom line: Give, Save, Spend.

Savings & Investments
     How much should I save for emergencies? Everyone should have
$1000 set aside for emergencies. Eventually they need enough
money set aside for 6 months of living expenses just in case.
     How much should I invest? Try to invest 10-15% of income. Tempt
your kiddos by telling them that investing allows your money to
make you money-while you’re laying in bed!



All About Budgets
     What is a budget? A budget is a way to plan how you’ll spend or
save your money. A budget looks forward and spends every dollar
on purpose based on your goals.

     Isn’t a budget a bummer? Nope. It may seem like it. But a budget
gives you freedom and peace of mind to spend money on what
you want to spend money on! It tells you how much you can set
aside for fun and it tells you you’ll totally be able to afford your bills.

 
     When do I budget? Every month since most bills and expenses
end up being measured monthly. Teach them about the paycheck
plan!

 
     How do I budget? Your budget will look like this: Income –
Expenses = 0. Your expenses will be broken down into needs and
wants, as described below. It will also include saving money both for
emergencies and for the future.

     What are needs vs. wants? One of the most important distinction
to make when it comes to budgeting is distinguishing between
needs and wants. Needs are things you, YES, need to survive. That
includes shelter, food, transportation, clothing, etc. Those are the
bare minimums. Then you have tiers of wants. The first tier might
include internet and a phone for example. This is often a gut check.
No, many of the things you consider needs are actually wants.
There is nothing wrong with wants, you should have them in the
budget, the trick is to fund the needs first! The next tier of wants
might include restaurant money, traveling, subscriptions and more.
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Credit & Debt
     What is debt? Debt is any money you owe to anyone, for any
reason. Examples include credit cards, car loans, personal loans,
furniture loans, family loans, student loans, mortgage and more.

     Do I need debt? No. You can absolutely save up to afford
everything you want in life. It will be hard. It will require delaying
gratification. But it is possible.

     But don’t I need a credit card? Most parents tell their kids they
need a credit card to begin increasing their credit score. Most
people start out with great intentions and before they know it
they’ve got thousands of dollars in debt. Teach your child how to
use a budget and cash rather than how to use a credit card.

     What about my credit score? We call it the debt score. All it does
is let companies know how good you are at borrowing other
people’s money and paying it back. You may find yourself in need
of that extreme cases, and we’re happy to talk about it. For now, just
realize that entire industries have been born trying to convince you
to use debt, to increase your credit score not for your benefit but
rather because they make money.

     Why do you hate debt so much? Debt means your income is
robbed every single month. It means every hour you work, every
paycheck you get, you must spend a portion on the PAST. Debt robs
you of what your money could be doing. With debt, you PAY interest.
That same money can be used to invest. With investments, you
EARN interest.

Kids & Money
CONTINUED...



All About College
     Do you need to go to college? Depending on your career goals,
college may not be necessary, and may only require a two year
degree or certification. At the age of 18, do you know what you want
to do and therefore are willing to pay a large amount of money to
study it? Might be better to seek an internship or gain work
experience while you figure that out.

     What college do you need to go to? Your “dream school” can
severely hinder your future because they are usually much more
expensive. Most “dream schools” put you into debt to the tune of six
figures. That is like a mortgage payment right off the bat when your
earning potential is at its lowest it’ll ever be. That means your ability
to do anything else you desire as a young person will always be
haunted by a student loan payment. Moreover, what you could’ve
done with that money might blow your mind. With extremely rare
exceptions, no one looks at where your college degree comes from
once you graduate. It’s a checkbox. Why would you pay an
exponentially higher sum for a checkbox?

     Do you need student loans? No. Not many people spent six
figures on college and twenty years later thought, that was totally
worth it. If you choose an affordable school, you can pay as you go
and / or supplement with scholarships. You don’t want to saddle
your future self with a huge obligation. Imagine how excited you’ll be
to be done with college. You don’t want to ruin that by immediately
wrapping a ball and chain of student loan debt around your ankle.
No, you want to go out into the great & crazy world free and ready
to thrive!
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What is Net Worth
     Broke people track their credit (debt) score. Wealthy people
track their net worth.

     What is net worth? Net worth = Assets – Liabilities. Assets are
things that you OWN that are worth money. Liabilities are money
you owe. Real assets versus false assets. False assets look like they
are assets, but they actually cost you money daily, weekly, monthly.
For example, that’s a car, a house, etc. The money you spend in
maintenance means they cost you money. There’s nothing wrong
with having those, it’s just important to know that. A real, true,
amazing asset is the one that doesn’t cost you a cent and in fact
makes you money (real estate property, ROTH IRA). A young person
can be very successful if they understand this early on.

Financial Freedom
     Your kids can be millionaires. It’s just simple math, and it’s not
that difficult. In fact, it could be as simple as investing $100 a month
for the first ten years of their adult life. That initial investment of
$12,000 can compound into over $1,000,000 by the time they are in
their early sixties! Being smart with their money and avoiding debt,
they can be financially free so much sooner than any of us were or
will be. They have the amazing benefit of not being bogged down
by bad decisions. And they have nothing but time on their side!
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What is financial freedom?
     One fun definition is being able to do what you want to do when
you want to do it. Dave Ramsey defines it as: Financial freedom
means that you get to make life decisions without being overly
stressed about the financial impact because you are prepared. You
control your finances instead of being controlled by them. It means
not being tied to a job that you don’t like because you aren’t overly
dependent on the income. It may also mean that you are able to
pursue a new career or start your own business if you desire-
because you are financially free. For some, it means being able to
travel or give freely without having to say no.

How do I achieve financial freedom?
     Generally, you achieve financial freedom when your income is
more than your expense. Financial freedom means you’re living on
less than you make, hitting all of your money goals, saving money,
giving money and not stressed about money. More aggressively, it
can mean that your passive income (real estate, pensions, etc)
and your sustainable asset withdrawal (401K @ 4% for example)
are equal to more than your living expenses. More and more, young
people are achieving financial freedom well before the traditional
60-70s that older generations have modeled.

What might prevent me from achieving financial freedom?
     Many people fall for the trap of the acquisition of stuff. So, they
get the house, the boat, the car, the pool, the everything. This is not
inherently bad. However, you want to focus on the acquisition of
financial freedom. You need to weigh what it will mean to you
versus what that new gadget will mean to you.
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https://www.ramseysolutions.com/retirement/what-is-financial-freedom#:~:text=Financial%20freedom%20means%20that%20you,get%2Drich%2Dquick%20strategy.

