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DISCLAIMER:
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No part of this book should be considered legal or professional advice. Take everything I say in this book as my opinion and regard it as entertainment. You are responsible for your action by acting on the thoughts and views shared in this book.
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INTRODUCTION
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It is incredibly difficult to consider retirement planning while you are young. Young people are often preoccupied with beginning professions, families, or relocating, so it is reasonable that many are hesitant to address retirement planning so early in life. Life, on the other hand, moves at a breakneck pace. Every year you put off retirement planning is a year you lose out on retiring early and enjoying your golden years. As a result, this module assists you, as a young person, in starting this dialogue about your future.

One of your life goals should be to retire with financial independence and security by living a financially secure and stress-free existence. Retirement planning is a critical activity for achieving this objective since it determines how you will live if you are elderly and no longer want or are able to work. It entails taking into account a variety of aspects, including when you expect to retire, how much money you will need to meet living expenses and other plans after retirement, and where your money will come from. In general, retirement planning is the preparation of your money for the period of your life after you stop working. Because each person has a unique scenario, a single conventional strategy cannot fit everyone.

The first step in retirement planning is to save and invest money through one or more of the numerous choices provided by work and personal investments. Many businesses provide retirement planning choices such as pension plans, 401(K) plans, or a mix of the two. You do not, however, have to rely entirely on company-sponsored programs. You can invest on your own or with the assistance of financial experts.

Your attitude, knowledge, and information all have an impact on your retirement planning behavior. Attitudes involve how you accept responsibilities and tolerate financial risk. You are more inclined to engage in retirement planning if you accept financial responsibility for your future. Young individuals, on the other hand, are frequently more present-oriented than future-oriented, with unknown knowledge and information needed for retirement. As a young person, you must learn financial literacy and numeracy in order to fully engage in retirement planning.
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WHY YOU SHOULD START YOUR RETIREMENT PLANNING EARLY
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When you're in your twenties, thirties, or even forties, retirement may feel like a lifetime away, something you don't need to plan for. Is it ever too early to begin planning for a future of financial independence? Certainly not. The day you receive your first paycheck is the greatest moment to begin planning for retirement.

Starting your retirement planning around the age of 25 means you have plenty of time to develop solid habits and multiply your funds. Here are four simple strategies to begin planning for financial independence in your twenties:

Begin Budgeting And Maintaining Records;

The answer to conserving money is straightforward: spend less than you earn. Living within your means is an important habit to develop as a child that will serve you well throughout your adult life. Your objective should be to live on less than 85% of your income. The remaining 15% should be set aside in the form of savings or investments.

You've undoubtedly gone paperless in general in the digital age; you don't make checks, get billing statements, or keep a folder of receipts in your bedroom closet. However, this does not exclude you from keeping a record of your spending. There are several applications and spreadsheet templates available to assist you in keeping track of your expenditure and revenue. Knowing how much money is coming in and going out of your pocket will help you make better financial decisions.

Understand And The Best Use Of Your Employee Perks;

When you begin full-time employment, your company will most likely provide a variety of perks. Employers frequently provide two types of retirement savings plans: 401(k)s and Health Savings Accounts (HSAs). It's critical to grasp what they are, how they function, and how to fully utilize them.

A 401(k) is an investment account that, depending on the status of the stock market, will compound over the course of your career. Contributions to your 401(k) are deducted from each paycheck. Find out if your firm has a 401(k) matching or profit-sharing plan by speaking with your employer or reading your employee handbook.

Matching means that your company will contribute a set amount of money in addition to what is deducted from your paycheck. This is, in essence, free money. Profit-sharing allows your employer to choose to send a percentage of the company's earnings into your 401(k) account in order to reduce your tax obligation.

An HSA functions similarly to a savings account, and donations are tax-free. The funds in that account will grow over time and may be used to cover any medical bill without being taxed when withdrawn.

Learn About Compounding;

Time is one of the most precious assets you have in your twenties. It is significantly easier to build money over a 50-year period than it is over a 25-year period. Having additional time to allow your money to grow in any invested or accumulating interest account might mean doubling, tripling, or even quadrupling your savings.

Let's perform some arithmetic to have a better understanding of this. Assume you deposit $6,000 into a retirement account each year until you're 65, and the account earns a 7% annual return.

If you start saving at 45, you'll have $245,973 in your account by the time you're 65.

You'll finish up with $566,765 if you start at 35.

You will have $1,197,811 in your retirement account when you reach the age of 25. Starting at 25 has roughly doubled your money when compared to starting at 35, and nearly quintupled your money when compared to starting at 45. This is why you should begin as soon as possible!
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Avoid Bad Debt Or Have A Strategy To Get Out Of It;

Debt isn't always a negative thing. Debt used to purchase a home or establish a company has collateral and may be leveraged. This may be a good debt. Consumer debt is usually a terrible thing. Credit cards, vehicle loans, and school loans are all examples of this. Because of high-interest rates, accumulating debt when you're young will only cost you more as you become older.
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