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Protecting – and Providing For – Loved Ones

Financial Planning for Single Moms

By Jeffrey S. Hahn, MBA, ChFc, CLU

If you’re like most single parents, managing finances, raising children, holding down a full time job, and finding time to recharge your batteries probably leaves you with little time for anything else, especially financial planning. Okay – so maybe finding time to recharge your batteries isn’t a luxury you often find time to enjoy - but as a single parent with children depending on you for their safety and well being, planning for the future is not something you can put aside indefinitely. Even if time and finances are tight, there are steps you can take – right now – to adequately protect yourself and those that you love, as well as prepare for a secure financial future. 

The first step is to establish a life insurance program. A financial plan that doesn’t include life insurance is not only short-sighted, but it could potentially leave your children at the mercy of state and county welfare agencies which, though well meaning, are often overworked and understaffed. Fortunately, for just a few dollars per week, you can generally purchase a term life insurance policy sufficient enough to help a parent, relative, or friend provide the essentials your children need to grow and mature into happy, productive adults. And as time and finances permit, you can convert that term to permanent coverage which will accumulate cash values you can use to assist with college expenses, supplement your retirement income, or meet unexpected emergencies.

A second important component of a secure financial future is appropriate – and affordable - health insurance. If your employer offers a health insurance plan, choose an option that allows for regular check ups and well child care. If you aren’t eligible for coverage through your employer, for example, if you are out of work or self-employed, find out whether your state offers programs for uninsured parents and children. Most states provide basic coverage for infants, children, and teens provided you meet certain income guidelines - regardless of whether you are or are not currently working. The various states have different eligibility rules, but in most states, uninsured children under the age of 18 whose parents earn up to $34,100 a year, (for a family of four) are eligible for some kind of coverage. (For information on New Jersey or any other state, call toll free at 1-877-KIDS-NOW.)

Another form of health coverage you’ll want to consider is disability insurance. Disability insurance provides a monthly income check to you in the event you are unable to work due to an accident of sickness. Not to be confused with Workers’ Compensation coverage, which may or may not be provided by your employer for work-related accidents, a disability policy is personally owned coverage that stays with you, regardless of how often you change jobs, or even during periods of unemployment. Most policies will provide an income for a specified period of years (e.g. 2-years, 5- years, to age 65, or lifetime) depending upon how long your illness or injury lasts, and which begins after a “waiting period” of 30, 60, or 90 days.

Important considerations before purchasing a disability policy include cost, of course, but also how the company defines disability. Longer waiting periods (90 days) and shorter benefit periods (2- or 5-years) will help reduce the cost, but how long the company will consider you “disabled” should have the greatest impact on which policy you choose. Some companies will consider you disabled if you “cannot work at your regular occupation” – even if you can still work at a different job; while others will consider you disabled if you “cannot work at any occupation.”  Beware of policies using the latter definition – if you’re trained as a skilled nurse, for example, or a teacher, you won’t want to have benefits denied to you on the basis that you could work at a check-out counter.

Once you’ve protected yourself and your family with life insurance, health, and disability coverage, you need to think about setting aside money for both the present and for retirement. And while that may seem like a luxury you really can’t afford right now, in reality, just the opposite it true. You can’t afford not to. 

Begin by saving for the present. Examine, and then control, your spending habits. You might be surprised at just how much money you could save. For example, just three dollars a day – perhaps nothing more than foregoing that second cup of coffee – will yield over $1,000 per year.  Once you’ve got that $1,000 emergency fund in the bank, keep going – add to it whenever you can. Ten dollars here and ten dollars there will accumulate faster than you realize. Then, start putting that same $1,000 into a retirement savings vehicle such as an IRA. If you’re 25 years old and you save just $1,000 per year at a level, hypothetical rate of 8%, in 40 years your retirement fund will grow to over $279,000. If you’re 35 years old, that same $1,000 invested each year into that same hypothetical IRA will grow to over $122,000. Not bad for a few missed cups of coffee.

As time goes by, try to increase what you can set aside – whether through a company sponsored payroll deduction plan or simply through everyday discipline. Raises, bonuses, unexpected windfalls – try to save at least 10% of everything you earn and it’ll soon become a habit you won’t want to break. And another thought – don’t be overwhelmed by all of the different products and strategies for protecting yourself and your loved ones. As with anything, start small, do what you can do, and then move on. You don’t have to do everything all at once.

Over time, however, with adequate life insurance in place to protect your children; health coverage to ensure that you and they are able to obtain proper and timely care; disability coverage to help you meet your ongoing, monthly obligations; an emergency fund in place to meet unexpected emergencies; and an ongoing retirement savings program to help ensure a comfortable – maybe even early – retirement, you’ll feel better about yourself, more in control of your future, and who knows? You might even feel okay about grabbing a few minutes to recharge your batteries.

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