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What Are We Gonna Learn? 

 Secrets of Becoming a Millionaire 

 Time Value of Money 

 Financial Planning Basics 

 



Parking Lot 

 Can teachers negotiate salary? 

 Improving credit 

 Saving for retirement 

 Transition from college to first job 

 Understand benefit products 

 New job hints 
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 This presentation is based on findings in the book,  

“The Millionaire Next Door: Surprising 

Secrets of America’s Wealthy” 

 

 Authors: Drs. Thomas J. Stanley  

 and William D. Danko 

 

 Book is based on their research  

of American millionaires since 1973 

Money Secrets of Millionaires… 
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Money Secrets of Millionaires… 
    

 Trivia question….. 

 If you want to be financially secure, who should you 
“hang around” with? 

 

  a. Individuals who always seem to have   money to 
spend on “fun” things and places. 

  b. Individuals who drive really expensive  cars and live in 
big houses? 

  c. Individuals who keep track of  what they  buy and 
always spend less than they earn. 
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Definition of wealth… 

 
Webster defines wealth as: 
  “having an abundance of  
   material possessions.” 
 
   The problem with this definition is that many who 

display high consumption lifestyles (with lots of 
material possessions) have low net worth. 
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Drs. Stanley and Danko’s definition of 

wealth…  

1.) Individual has at least a million dollars in net 
worth (assets – liabilities = net worth)   

 

 The authors argue that this level of wealth can be  

 attained in one generation. 
 
 

2.) Not someone who earns a million dollars 
annually and spends the entire amount  
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America’s wealthy… 

 

 

7% of U.S. households have a net worth more than $1,000,000 
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American Millionaires… 
 They are 6.5 times wealthier than their non-

millionaire neighbors 

 Fairly well educated… 4 out of 5 is college 

educated…most hold advanced degrees 

 Most attended public schools, but 55% of their 

children attend private schools 

 Spend heavily for education for their children 

 Buy high quality goods, not necessarily the most 

expensive 
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American Millionaires… 

 Are frugal, frugal and frugal! 

 Have discipline! 

 Save, save, save  

 Live well beneath their means 

 Work between 45 and 55 hours per week 

 Invest nearly 20% of their realized household 
income 
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 Became wealthy by budgeting and 

controlling expenses (and they maintain 

their affluent status the same way) 

 Get professional financial advice 

 Review their receipts for errors before 

leaving a store 

 

American Millionaires… 
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Millionaires Do Not… 

 

 Look like media’s portrait of a millionaire 

 Engage in  

“recreational shopping” 

 Spend all of what they earn 

 Let their incomes define their budgets 
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WHY SHOULD I LEARN MONEY SKILLS? 
 

If you invest as little as $100 per month, you 

could become a  millionaire. 
 

This works according to the principle of 

     compounding interest. 
 

Compounding interest will help you grow  

your money without having to work for  

every dollar. 

Introduction 
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INVEST $100                                  

Introduction 
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  EARN 10% on $100 =       

Introduction 
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NOW YOU HAVE $110 

Introduction 
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EARN 10% ON $110 = 

Introduction 
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NOW YOU HAVE $121 

Introduction 



The Ground to Cover 

 Setting goals 

 Budgeting 

 Emergency fund 

 Insurance 

 Using credit 

 Investing 

 Tax planning 

 Saving for college 

 Retirement planning 

 Estate planning 

 

 

 

 

 



Setting Your Goals 



How SMART Are Your Goals? 

•  Specific 

•  Measurable 

•  Attainable 

•  Relevant 

•  Timely  

Write down and prioritize your goals. 



Budgeting 

Income 
1. Paycheck 
2. Rental income 
3. Government benefits 
4. Interest 
5. Investment income 

Expenses 
1. Fixed expenses 
2. Discretionary expenses  

− 

Surplus = Deficit 



An Emergency Fund 

An emergency 
fund is the 
foundation for 
any successful 
financial plan. 

Where you 

keep your 

emergency 

fund is 

important 



Risk Management with Insurance 

 Health insurance 

 Auto insurance 

 Life insurance 

 Property insurance 

 Liability insurance 

 Disability insurance  

 Long-term care insurance 

Common types of insurance that help protect you and 
your assets from different risks: 



Using Credit 

“Remember that credit is money” 

Benjamin Franklin 

 The three Cs of credit 

 Capacity 

 Character 

 Collateral 

 How creditors determine 
your creditworthiness 

 Credit application 

 Credit report 

 Credit score 



 Using credit creates debt 

 Types of debt 

 Secured 

 Unsecured 

 Important considerations 

 Amount 

 Term 

 Rate 

Debt 



Federal Loan Repayment Plans 

 Standard Repayment (10 year term) 

 Extended Repayment (10 to 30 year term) 

 Income-Based Repayment 

 Payments based on income, not amount owed 

 Lower payment than income-contingent repayment and income-sensitive 
repayment 

 Graduated Repayment 

 Initially low payments are increased every two years 

 Either income-based or extended repayment yields the lowest payment for 
most borrowers 

 



Loan Forgiveness 

 Public service loan forgiveness accelerates the forgiveness for income-
based repayment to 10 years and makes it tax-free 

 Only federal student loans are eligible. Parent PLUS loans and private 
student loans are not eligible. 

 Borrower must be employed full-time in a public service job, such as 
police, fire, EMT, government, military, public education, public health, 
social work, public interest law, public librarians and 501(c)(3) 

 Will yield a financial benefit if debt exceeds income 

 Must move loans to the Direct Loan program at loanconsolidation.ed.gov 

 

 

 

 

http://loanconsolidation.ed.gov/


Retirement: Tax-Advantaged Savings 

Vehicles 

 Tax deferral can help your 

money grow 

 Take full advantage of 

401(k)s and other employer-

sponsored retirement plans 

 Contribute to a traditional or 

Roth IRA if you qualify 

 10% additional penalty tax 

applies for early withdrawals 



Income Tax Considerations 

Pretax Dollars 

 Deductions are made 

from your paycheck 

before taxes are 

calculated 

 The result can be lower  

out-of-pocket costs 

 Some examples: 

 Health or dependent care 

 Transportation costs 

 Retirement plan 

contributions (e.g., 401(k)) 

Tax-Deferred Growth 
 No taxes are due until funds 

are withdrawn from the 
account 

 In certain cases, qualified 
distributions are tax free 

 Some examples:  

 529 college savings and 
prepaid tuition plans 

 Retirement plans--traditional 
and Roth IRAs 

 Penalty tax applies in some 
situations (early withdrawals, 
nonqualified distributions) 



The Value of Tax Deferral 

 $20,000 invested in 

Year 1 

 6% annual growth 

rate 

 28% tax rate 

 Taxes paid with 

account assets 
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Taxable vs. Tax-Deferred Growth 

Taxable investment Tax-Deferred Investment

This hypothetical example is for illustrative purposes only, and its results are not representative of any specific investment or mix of investments. 
Actual results will vary. The taxable account balance assumes that earnings are taxed as ordinary income and does not reflect possible lower 
maximum tax rates on capital gains and dividends which would make the taxable investment return more favorable thereby reducing the difference 
in performance between the accounts shown. Investment fees and expenses have not been deducted. If they had been, the results would have been 
lower. You should consider your personal investment horizon and income tax brackets, both current and anticipated, when making an investment 
decision as these may further impact the results of the comparison. This illustration assumes a fixed annual rate of return; the rate of return on your 
actual investment portfolio will be different and will vary over time, according to actual market performance. This is particularly true for long-term 
investments. It is important to note that investments offering the potential for higher rates of return also involve a higher degree of risk to principal.  

$57,435 
($41,353 after tax) 

$35,565 



Investing 

Speculating? 

Saving? 

Investing--A carefully planned 
and prepared approach to 
managing money, with the goal 
of accumulating the funds you 
need 



Risk Tolerance 
 Understand risk-reward 

tradeoff 

 

 Personal tolerance for 
risk 

 

 Ability of investment plan 
to deal with potential loss 



Growth, Income, and Stability 

 Growth: Increase in market 

value 

 Income: Payments of interest 

or dividends 

 Stability: Protection of original 

investment 

 

 Increased emphasis on one 

area may reduce emphasis on 

others 

 

Stability 

Income Growth 



Knowledge is an Investment 
 

 

 If a man empties his 

purse into his head, no 

one can take it from him. 

An investment in 

knowledge always pays 

the highest return. 

 – Benjamin Franklin 
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Retirement: Start Now 

 Don’t put off planning and investing for retirement 

 The sooner you start, the longer your investments have a chance to 

grow 

 Playing “catch-up” later can be difficult and expensive 
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$3,000 annual 
investment at 
6% annual 
growth, 
assuming 
reinvestment of 
all earnings and 
no tax 

$120,000 

$679,500 

$254,400 

This is a hypothetical example and is not intended to reflect the actual performance of any investment. This 
illustration assumes a fixed annual rate of return; the rate of return on your actual investment portfolio will be 
different and will vary over time, according to actual market performance. This is particularly true for long-term 
investments. It is important to note that investments offering the potential for higher rates of return also involve 
a higher degree of risk to principal.  

 



Estate Planning Fundamentals 

 Intestacy 

 Wills 

 Trusts 

 Planning for incapacity 



Retirement:  Basic Considerations 

 What kind of retirement do you want? 

 

 When do you want to retire? 

 

 How long will retirement last? 

 



Estate Planning: Intestacy 

 Intestacy laws vary from 

state to state 

 Typical pattern of distribution 

divides property between 

surviving spouse and 

children 

 Your actual wishes are 

irrelevant 

 Many potential problems 



Estate Planning: Wills 

 A will is the cornerstone 
of an estate plan 

 Directs how your 
property will be 
distributed 

 Names executor and 
guardian for minor 
children 

 Can accomplish other 
estate planning goals                
(e.g., minimizing taxes)  

 Must be written, signed 
by you, and witnessed 

 

 



Estate Planning: Planning for Incapacity 

 Incapacity can strike 

anyone at any time 

 Failing to plan means a 

court would have to 

appoint a guardian 

 Lack of planning  

increases the burden on 

your guardian  

 Your guardian’s decisions 

might not be what you 

would want 

 



Wrap Up 

 



There’s a Lot to Consider 

 Ask questions, and start planning now. 
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