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The Financial Stages of Life

By:  Jeffrey S. Hahn, MBA, ChFc, CLU

Abraham Lincoln once remarked, “If I had six days to chop down a tree, I would spend five sharpening my ax.”  This quotation can be related to many things, but it is particularly true when it comes to planning and preparation for daily life -- especially in the areas of finance and retirement planning.  Below you will find a breakdown of the stages of life – you will probably find similarities to your life.  Knowing which stage you are in or are approaching can help you to make appropriate plans:

FOUNDATION YEARS:  In this stage many people begin assuming debt in order to acquire a lifestyle.  Some are still paying off school loans or helping a spouse pay off their loans, and some may still be furthering their education. At the same time many may be trying to save for a first home.  During this stage, it is generally important to protect income, start saving and begin planning to accumulate some liquid dollars.  This is a good time to plan for an insurance program which may include life and disability insurance.  

ACCUMULATION YEARS:  Many people are beginning to establish themselves financially during the accumulation years.  While some still have debt, many have also acquired some assets.  Rent payments have usually been exchanged for a mortgage and equity is being built.  This tends to be a good time to consider supplementing existing retirement arrangements -- perhaps with a Tax Deferred Annuity (TDA), IRA (Traditional or Roth), etc.    If children are in the picture, and saving hasn’t been started, it may be time to think about saving for their college education.  This is generally also a good time to learn about stocks, bonds, and mutual funds as planning tools.    

PRESERVATION YEARS:  Many begin to be concerned about keeping income at or near the same level after retirement.  Generally, the mortgage is or is almost paid off and children are out of school – this becomes the time when many are finally able to put away extra dollars.  It is time to learn about retirement options and consider taking advantage of the catch-up provisions provided by retirement programs (TDA, IRA or others.)  Many also begin to think about long-term care as a future need.

PASS THE TORCH:  Generally, people find that they have been successful in preparing for retirement and have accumulated some assets.  This becomes the time to consider how to pass these assets on to the next generation.  At this stage information on trusts, power of attorney, charitable bequests, and survivorship life insurance may be of interest.

CONCLUSION:  While the world of finance is complex, good information and education is needed to make good decisions.  With a little effort and research you can be the principal guiding force behind your financial plan.  Insurance agents, stockbrokers and financial planners can assist you with information, but in the end, the decisions are up to you.  Achieving financial security is a process and there is no better time to start than now.  Regardless of your current financial stage, take the time to be sure that you move forward with a sharpened ax.   

Jeffrey S. Hahn, is an insurance/financial services professional whose practice is in Medford Lakes.
HTK Reps Use:

Securities offered thru Hornor, Townsend and Kent, Inc.  Member NASD/SIPC.  600 Dresher Road, Horsham, PA 19044. 215-967-7300.  The (fill in name of company – i.e., XYZ Financial Group) is independent of Hornor, Townsend, and Kent, Inc. 

A5JC-0207-01  
