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To the amazing women who share their stories and their diaries with Refinery29. Thank you for helping us start a revolution.





To Ken, who taught me the joy of saving money; and to Desmond, who has given me the best reason to spend it.
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INTRODUCTION



If you had told seventeen-year-old Lindsey that one day I would write a book about personal finance, I would have laughed you out of the room. I could have told you a dozen reasons or more why I would never be qualified to give such advice: I’m terrible at calculus; the stock market is confusing; and I’m way too creative to care about such a boring topic. Yet here I am, twenty years later, completely fascinated by money; specifically, how women make, spend, invest, save, and generally feel about cold, hard cash. My teenage self had it all wrong: there’s little to no connection between balancing your bank account and understanding calculus, and you can both be creative and care about making money. (I still think the stock market is complicated, but we’ll get to that later.)


As the founding editor of Refinery29’s Work & Money vertical, my days are spent dreaming about how we can finally put to rest the pervasive, frustrating, and BS myth that we women are incapable of managing our finances. Other stale stereotypes on my personal moratorium list? The idea that girls are bad at math. Or that millennials can’t be trusted with credit. Or that it’s not polite to talk about money or own our breadwinner status.


If I do my job well, you will close this book understanding the beauty of a fully funded emergency account, maxing your match, and investing in your long-term goals—and you’ll have a hell of a good time doing it all. The truth is, we might not all get the six- or seven-figure happy ending of our dreams. But with a vision of what that could look like, some expert advice to help you find a clear path to get there, and a powerful community of young women living it right alongside of you, you will be a step ahead of most people.


Oftentimes, it’s starting that’s the hardest part, but I’m here by your side, and I’m not judging. I can’t promise this book will make anyone rich, but it should make you richer. Let’s begin!
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HOW TO USE THIS BOOK



Over the next 300 pages, we’re going to cover a lot of ground. I’m going to encourage you to have some tough conversations, to reevaluate how you spend your money, and ultimately, to take control of your finances. I’ll also be sharing my own story alongside Money Diaries and interviews with millennial women about their feelings about this taboo topic.


But this isn’t all going to be touchy-feely. I want you to actually use this book to help you save money. Sprinkled throughout, I’ve included thirty-two money challenges that will help you save $528 by the time you finish this book. Though you might want to tackle several of these challenges at once (open a high-yield savings account the same day you check your credit score, for example), I intend for you to save the recommended dollar amount one day at a time, making it an even more manageable process. In the end, you’ll never have to save more than $32 in a day, but the total adds up quickly, and the momentum can be motivating.


I know that $528 is a lot of money, and it might not be a goal that everyone can achieve in a little more than a month. If you’re living paycheck to paycheck, try saving the recommended dollar amount every other day, or even once a week.


Even if you don’t hit that $528 goal, I hope you’ll be inspired to think and talk about money, as these are the first steps to true financial empowerment.
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CHAPTER 1Life & Money(Or How to Afford Life)



I love to talk about money, but until we launched Money Diaries in January 2016, I didn’t really know that other women felt the same way. The runaway success of the series—where millennial women share the intimate details of their financial lives—clearly struck a nerve.


It’s probably not that surprising. After all, it’s fun to read Money Diaries because you get a peek into someone else’s world. We marvel at—and judge—the diarist as she navigates her week, spending too much on avocado toast or dutifully meal prepping on Sundays. We admire those who set aside more than 10 percent for retirement or are aggressively paying down student loans. We finally get an answer to the question that nags many of us: How do they afford their lives?


I imagine a lot of you opened this book for the diaries, but I hope you’ll stay for the education and frank conversations about personal finance. Though most of us care a lot about our money, it’s still a rather unpopular conversation topic—in a 2017 Refinery29 survey, we found that only 18 percent of millennial women talk about money with their friends at all.


Maybe that’s because money is emotional. But just because it makes you squirm doesn’t mean you can ignore it. And my hope is that by talking openly and honestly about it here, in the pages of this book, we’ll begin to feel even more confident about how we spend and save.


In this chapter, we’ll dive into the nitty-gritty (how often to check your bank balance) and even get a little philosophical (money mantra, anyone?). It’s just the beginning. Throughout the book, you’ll find the tools you need to get more comfortable with your finances so that you can afford the life you want.








Money Diary #1



A Week in Los Angeles, CA, on an $86,000 Salary
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OCCUPATION: Senior copywriter


INDUSTRY: Advertising


AGE: 29


LOCATION: Los Angeles, CA


ANNUAL SALARY: $86,000 + ~$15,000 from my side hustle


PAYCHECK AMOUNT (TWICE A MONTH): $2,250 + $1,000 from my side jobs once a month
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GENERAL FINANCIAL INFORMATION:


Checking Account Balance: ~$2,500


Savings Account Balance: ~$12,000 (I save $500–$1,000 each month. I’m working toward having 6–12 months of salary in savings in case something were to happen and I lost my job. Or in case I want to buy a house someday? (Hahaha never going to happen.) I am . . . nowhere close to that.)
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HOUSING:


Rent: $2,150 (I KNOW OMG. But I live alone in a really cute one-bedroom in a great part of town, exactly one block from my best friend, so I just deal with it. My rent includes heat and hot water.)


Electricity and Gas: $40


Internet and Cable: $120


Renter’s Insurance: $0 (Yikes, I know I really need to do this!!!)


Phone: $0 (Dad still pays, and I think if I just never bring it up maybe he will never ask me to finally be a grown-up?)
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TRANSPORTATION:


Car Payment: $0 (It’s paid off!)


Car Insurance: $150


Parking: $22/year (The lot for my building was full when I moved in, so I negotiated down the cost of my rent by $100/month. I park on the street and pay $22 to the city of West Hollywood for a residential parking permit.)
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HEALTH & SELF-CARE:


Health Insurance: $35/paycheck


Dental Insurance: $10/paycheck


Eye Insurance: $5/paycheck


FSA: $500/year
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ClassPass: $60 (5 classes/month. It’s Southern California so I just try to hike a lot because it’s free and I can do it all year round. Screw seasons!)


Tampons: $10 (I pay for a subscription for organic, all-cotton ones.)


Therapy: $2,560/year (I go twice a month at $200/session until I meet my $1,600 out-of-network deductible. Then it’s partially covered by my insurance and I pay $60/session.)
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MISCELLANEOUS:


Charitable Donations: $100 to Planned Parenthood, KPCC (local NPR station), and a couple other nonprofits that help women run for office. #girlpower
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SUBSCRIPTIONS:


Spotify: $0 (I mooch.)


Hulu: $11.99 (No commercials because I’m bougie like that.)


Netflix: $10.99


Amazon Prime: $99/year
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DEBT:


Student Loan Debt Total: $0 (My parents handled 90 percent of it, and I had loans for the other 10 percent, which were paid off within 4 years of graduating.)


Credit Card Debt Total: $0
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RETIREMENT:


401(k) Contribution: $250 paycheck (employer matches up to 6 percent)


401(k) Total: $16,000


IRA: $10,000 (I don’t contribute now that I’ve got a 401(k).)
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| DAY ONE |



6:35 a.m.—Alarm goes off, waking me out of a WEIRD dream where I was swimming through a water house with some coworkers. WTF is a water house? Anyway, I roll over and give my perfect, sweet, handsome boyfriend a big kiss as he compliments me on how cute I look while I sleep. KIDDING. I stretch out in my bed, single AF, and read the entire Internet before finally getting up.


8:15 a.m.—I’m at work earlier than almost anyone because I like the quiet, and it makes me feel superior to my coworkers. I eat an English muffin with goat cheese and tomatoes that I brought from home, plus a cutie, the fruit kind, not the human kind, and office coffee.


9:30 a.m.—It’s a slow week at work. I look for Christmas presents for my dad to get my mom. Somehow this has become my job. I send him an email full of good options. He’ll pick which ones he wants to buy, then I’ll purchase and wrap them, and he’ll pay me back. I realize this is unfair emotional labor that I am probably being tasked with because I am a woman, but at the same time—it’s my dad. I owe him for basically everything in my life.


12 p.m.—Lunch! Salad from TJ’s. I’m two days from starting my period so I’m extra hungry. I also eat some veggie chips and brownie brittle from the office snack stash.


2 p.m.—I recently ordered a really awesome print. One of my friends hung a print at her house using a bulldog clip, and it looked cute, so I buy a big rose gold one on Amazon to copy her. $12.95


3 p.m.—After writing a bunch of tweets for a client’s content calendar, I eat a Honeycrisp apple with chia+flax peanut butter that I brought from home. I know sometimes people are like, “This fruit is so good, it tastes like candy!” And it’s like, “No, ma’am, CANDY tastes like candy.” But Honeycrisp apples are almost that good.


4 p.m.—I contribute $10 to a fund to help one of my coworkers change her flight home from a trip so she can make it to the office Christmas party. $10


6:45 p.m.—I booked a workout class through ClassPass at a ladies-only gym. Love it! BOY, BYE. I’m going to this gym forever.


7:45 p.m.—I go straight from class to my BFF’s house for our weekly group dinner. We take turns providing the food. Tonight, one of my friends brought sandwiches from Mendocino Farms. Everyone has to deal with how sweaty/smelly I am while we chat and watch reality TV.


10:30 p.m.—Home and shower before heading to bed! I watch some 30 Rock as I fall asleep.


DAILY TOTAL: $22.95


| DAY TWO |


6:30 a.m.—Yesterday, I decided to cancel both my 6 a.m. workout and my therapy appointment. My therapist is out of network and VERY expensive. I decide my mental health can survive a week without that big cost—especially since I keep buying Christmas presents. Anyway—it means I wake up at my normal time.


7:15 a.m.—It’s a “chilly” 60 degrees and Santa Ana windy, which in SoCal equals fall. But by the time I drive over the hill into the Valley, I realize I’m driving into a literal chimney. The winds sparked huge wildfires just north and the entire Valley is full of smoke. I hold my breath as I run into Peet’s for a coffee and maple chicken sausage breakfast sando. $7.15
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12 p.m.—Slow days mean I’m basically just watching the clock until it’s a nonembarrassing time to eat lunch. I make it to 12 on the dot before eating my TJ’s sando and carrots. I usually don’t buy this much prepackaged stuff for lunch, but this week I was lazy.


2 p.m.—The smoke is making it too difficult to work/breathe/live right now, so everyone leaves the office to go work from home. Back in West Hollywood, the sky is relatively clear. I hope everyone in the path of the blaze is okay! I work the rest of the day from home—which means taking notes on two new episodes of shows I work on, while spying on some dogs outside.


4 p.m.—Oops, I bought some cool boots from Express on sale. $45


6:30 p.m.—I take a boxing class. It’s free thanks to a friend who sent me a code! There are parts where we’re supposed to unleash our rage on the heavy bag, but I’m not feeling super ragey.


8:30 p.m.—Shower and blow-dry my hair. I make whole wheat pasta with Brussels sprouts and garlic for dinner. I also do a couple hours of work for my side hustle—editing and writing. My mom keeps just offering up my services to her friends, willy-nilly. I help edit a brochure for a high school choir group for one of my mom’s friends. YOU’RE WELCOME, KAREN. THAT USUALLY COSTS PEOPLE LIKE $50. Kidding. I’m happy to help.


10 p.m.—My dad finally picked the presents he wants for my mom. I buy them ($315) and he transfers me money to cover it—plus some extra money as a birthday present since my birthday is in two weeks! Woo!


DAILY TOTAL: $52.15


| DAY THREE |


8 a.m.—A new fire sparked overnight and it’s nearer to the office. After some confusion about whether I need to go in, I call a Lyft to work. With all the madness, I almost forget it’s our office Christmas party tonight, and I’ll be getting ready at a coworker’s house before heading straight there. I’m mad that it’s on a Wednesday, but I guess I’ll just have to deal with being hungover at work tomorrow. We get $25 in travel money since the company doesn’t want anyone driving drunk, but the rides from my office to the venue and then home will eat that up. I pay for this one myself. $30


8:30 a.m.—Breakfast! An English muffin and coffee from home.


12 p.m.—There are only, like, five people in the office due to the fires. The few of us who came in decide to go out to lunch. I get a salmon burger. $21


3 p.m.—Might as well get a manicure. $20


5 p.m.—Leave the office a tiny bit early to head to my coworker’s house. We drink wine while we put on our fancy outfits and do our hair and makeup. We stop for wine and snacks, which I cover for the group. $35


7 p.m.—Lyft to the party (split with two coworkers and expensed). Our Lyft got a flat tire along the way, and we had to change cars! Nonstop thrills over here. The rest of the night is a blur. At some point, I do all of the following: eat 1,200 tater tots, wink awkwardly at a coworker, avoid talking to my boss, lose a raffle, and do a lot of whiskey shots. $37 (expensed)


11:30 p.m.—We go from the party venue to another bar. I get myself and a coworker a vodka soda. This is a bad idea. $17


1 a.m.—I Lyft home (expensed) and drunkenly eat a microwaved frozen burrito in my bed. I am terrified for tomorrow. $14 (expensed)


DAILY TOTAL: $123


| DAY FOUR |


6:30 a.m.—Ohhhhhh no.


6:45 a.m.—NOPE.


7:30 a.m.—Wow, this is really happening. A new day has come. I need to go to work.


9:30 a.m.—I crawl into work where my office is holding a “team breakfast,” which they have never done before. I have a suspicion it is to lure hungover people into the office instead of sleeping all morning. I make it there for eggs and stuff. 75 percent of the office is wearing their sunglasses indoors. The struggle is real.


10:30 a.m.—Sit quietly at my desk and concentrate on not dying.


12 p.m.—Order a breakfast burrito with some coworkers. $8


3:30 p.m.—Take advantage of my boss’s offsite meeting to sneak home to nap for the rest of the workday. It’s the company’s fault for doing this party on a weeknight!


7 p.m.—My dinner plans canceled, and I could not be happier. I eat leftover pasta with Brussels sprouts plus a LOT of M&Ms. Fun fact: they cure hangovers.


8 p.m.—After reading a ton of articles about the fires, I donate to a charity that’s helping families who’ve been evacuated or lost their homes. $50


DAILY TOTAL: $58


| DAY FIVE |


8 a.m.—I pick up a quinoa, banana, pomegranate, almond, and honey bowl from a place by my work. Plus coffee. $9


12 p.m.—Eat the last Trader Joe’s sandwich I had in my fridge, along with some carrots and another cutie.


2 p.m.—Walk to CVS for chapstick. $2


4 p.m.—Pay a $15 fee for late canceling a ClassPass class. I thought it might make me feel better to sweat out the rest of my hangover, but I’m starting to feel like I might be coming down with something. GREAT. $15


6 p.m.—Take some NyQuil and sleep forever.


DAILY TOTAL: $26



| DAY SIX |



8 a.m.—Well, my achey bones and fever make it clear: I have the flu. After freaking out that I have meningitis, I go to urgent care just in case and they send me home with a “you have the flu, please grow up.” I pay the co-pay. $50


10 a.m.—I call to move my bikini wax to later in the week. The front-desk person takes pity on me and waives the cancellation fee. I love him.


11:30 a.m.—I DO make it out of the house for brunch for one of my best friends’ birthday. Friends get mimosas and Bloody Marys, I get hot tea and try not to touch anyone. We all split the bill and cover our friend’s meal. $52


7 p.m.—I slowly get dressed for a friend’s Christmas party before realizing I’m a crazy person who is about to get a whole house full of people sick like some flu terrorist. I bow out last minute, change back into pajamas, and go to bed.


8 p.m.—I’m not one of those cool people who lose their appetite when they are sick. I order some yellow curry and pad Thai through Postmates and have a little before falling asleep. $40


DAILY TOTAL: $142


| DAY SEVEN |


9 a.m.—Wake up feeling slightly better and decide I am up for a walk since I haven’t exercised since Tuesday. I am also craving a donut and a breakfast sandwich. I walk a mile to the fancy Pavilions supermarket and make it happen. $8


11 a.m.—By the time I walk back home with my food, I am covered in sweat. Perhaps I was not as cured as I thought I was. I settle in to watch TV forever.


3 p.m.—I manage to do some work for my side hustle. Gotta get those hours in! I aim for 20 a month. Sometimes I get less, sometimes more. Depends on the clients, really.


5:30 p.m.—Time to do some work for my main job. It never ends! This Sunday was essentially a workday so I allow myself a half a glass of wine while I finish some things up as a reward.


10:30 p.m.—Time for bed. Take an aspirin and hope to feel better tomorrow. BYE!


DAILY TOTAL: $8



| THE BREAKDOWN |



TOTAL SPENT: $432.10


FOOD AND DRINK: $197.15


ENTERTAINMENT: $10


HOME AND HEALTH: $77.95


CLOTHES AND BEAUTY: $67


TRANSPORTATION: $30


OTHER: $50


| THE FOLLOW-UP |


You live alone. What made you decide to live without a roommate?


I had been living with roommates until I moved in with my boyfriend, and then we broke up really suddenly. At the time, all of my friends were living with their S.O.s or had pretty stable living situations. I just didn’t want to do the whole Craigslist roommate thing. I needed some room to recover, and I didn’t want to feel awkward in my own space. I also think it’s a nice sign of adulthood.


What kind of reactions do you get when you tell people you live alone?


Among my friend group, I’m the only one who lives alone. I think they’re all pretty shocked. I also make more money than most of my friends. I think half of my friends would love to; the other half think I’m crazy. They hear how much I spend on rent, and they think it’s shocking.


Have there ever been moments where you thought maybe it wasn’t financially worth it?


That’s why I’m really focused on rainy-day savings. If I lost my job, I would definitely have to consider moving. But the way I look at it is, hopefully, my salary only goes up from here. I hope to only make more money from here on.


Are there financial sacrifices you make in order to make living alone possible?


I definitely work a lot more at the side job. I never say no to work. I’ve been lucky because that’s pretty stable, but it’s a lot of evenings and weekends. Never ends.


Who do you talk to about money? Your parents? Friends?


I talk to my parents about some things. They are great resources and full of advice, but they have a way of making me feel like I’m spending too frivolously. My dad really wants me to buy property, but I don’t feel like I’m in a place where I can afford it. They know how much I make and to them it sounds like a lot, but I don’t think they fully grasp how expensive it is to live in LA. And while saving and getting onto the property ladder are goals of mine, I won’t sacrifice having a fun/fulfilling life in the meantime—even if that means it takes longer to get where I want to be.


What surprised you most about doing a Money Diary?


I was honestly surprised by how quickly the small purchases add up. There were days where I thought I’d spent practically no money, only to realize that I’d spent $60 on random shit! Now I’m trying for more $0 spending days!
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GETTING STARTED


In order to get comfortable with your finances, we’re going to start at the very beginning, getting a better sense of where we stand. Maybe you just got your first job and want to kick things off on a high note. Maybe you’ve got some debt, and you feel a wave of nausea every time you get a statement. Maybe you’re pretty happy with your money management, but you want to start planning for even bigger goals. Whatever your status, coming clean about your financial picture is the first step to clarity and success.


So where to begin? Let’s start with the numbers you need to know. And then we can dig a little deeper into what exactly they mean.


I’m still devoted to writing everything down with pen and paper, but an Excel spreadsheet or a Google doc works, too. You can also take notes here in the book—feel free to mark it up, carry it everywhere, share it with your accountant, your financial adviser, or your friends.


It might take an hour or so to collect all these numbers, especially if you have to set up online accounts or retrieve passwords. I made a note beside each account how often you should check in to see how you’re doing. I like to look at my checking account balance every day, but that might make some people anxious. It’s important to review your paycheck a few times a year, especially if you get a raise, increase your 401(k) contribution, or make other changes. The most important thing is to always have a sense of where you stand financially.


Finished writing? There you go: your financial profile. How do you feel? Whenever I review this info, I usually feel a little mixed. I always see a few areas that could improve (I’m an oversaver who should definitely consider investing more), a few places where I worry I’m wasting money (hello, sad desk salad), and a few places where I’m totally killing it (shout-out to that fully funded emergency account). I expect that’s pretty normal, as there’s always something to work on.


But if this review makes you feel bad, let’s remember that we’re so much more than these numbers. I would never suggest that money shouldn’t make you emotional—but let’s not base our self-worth on dollars and cents. I know you’re more interesting than that, and I am, too. You are not defined by the number in your checking account or your salary or your credit score.


It’s really important to know this information. We can’t become better at managing our money if we’re not real about where we are in the first place.




THIS IS A GOOD TIME TO:


Write down all your account info and log-in details in one safe place. It’s good to have in case there’s ever an emergency and your family/next of kin/etc. needs to access it.


While you’re at it, save $1


Total saved so far: $1









YOUR FINANCIAL PROFILE
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CHECKING ACCOUNT BALANCE


REGULARLY
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SAVINGS ACCOUNT BALANCE


REGULARLY
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STUDENT LOAN DEBT


YEARLY
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INVESTMENT ACCOUNT BALANCES


FOUR TIMES A YEAR


(IT’S OKAY IF YOU DON’T HAVE ANYTHING TO WRITE HERE—WE’LL WORK ON THAT IN CHAPTER 9.)
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401(K) BALANCE


FOUR TIMES A YEAR
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ADDITIONAL RETIREMENT ACCOUNT BALANCES


FOUR TIMES A YEAR
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CREDIT SCORE


FOUR TIMES A YEAR
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REGULAR ANNUAL EXPENSES


YEARLY


(IF YOU PAY A LUMP SUM FOR INSURANCE [LIFE, HOME, ETC.], PROPERTY TAXES, ETC.)
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CREDIT CARD DEBT


MONTHLY
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PERSONAL LOAN DEBT


MONTHLY
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ANNUAL SALARY


TWO TIMES A YEAR
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REGULAR MONTHLY EXPENSES


ONE TO FOUR TIMES A YEAR


(RENT/MORTGAGE, UTILITIES, TRANSPORTATION COSTS, SUBSCRIPTIONS, GYM MEMBERSHIPS, PRESCRIPTIONS, ETC.)
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01 PAYCHECK DETAILS


TWO TIMES A YEAR (OR ANYTIME YOUR PAYCHECK CHANGES UNEXPECTEDLY!)


02 INSURANCE


DEDUCTIONS (INCLUDING VISION, DENTAL, MEDICAL, LIFE, DISABILITY, ETC.)


03 NET PAY


(THIS IS THE AMOUNT DEPOSITED IN YOUR ACCOUNT.)


04 FSA DEDUCTIONS


(INCLUDING HSA, DEPENDENT CARE, TRANSIT, ETC.)


05 TAX DEDUCTIONS


(DEPENDING ON WHERE YOU LIVE, THIS MIGHT INCLUDE STATE AND CITY TAXES.)


06 401(K) DEDUCTIONS


(THIS DOESN’T INCLUDE YOUR EMPLOYER MATCH.)









FINANCIAL CHALLENGE


Find Your Money Mantra


TIME: 15–30 minutes (no need to rush this)


TOOLS: Pen and paper


If you’re rolling your eyes at “money mantra,” give me a minute to explain. This isn’t some New Age, spiritual bullshit. As Priya Malani, the founder of the millennial-minded Stash Wealth, first told me, it’s a statement that helps you remember why having control of your finances is so important.


Hip-hop lyrics make perfect money mantras. Just take Missy Elliott’s 1997 song “Hit ’Em wit da Hee,” where she blows off some dude, reassuring him that “I got my own account and my bills in large amount.” And that’s something every woman should aspire to.


Five years ago, I took a $20,000 pay cut to work for a tiny startup so I could make a career change. Thankfully, my husband, Ken, and I had enough saved up that I could take that risk—and it turned out to be a life-changing decision. My money mantra is: I always want to have enough in savings that I can take a risk.


Managing your money can feel overwhelming at times, which is why it’s so important to center yourself and remember the ultimate goal is planning for the future, not dwelling on the past.


Here are a few examples, but you should feel free to come up with your own.




	I am going to pay down my debt once and for all.



	I want to build an emergency fund, so I don’t have to rely on my parents/partner/friends/credit card next time the shit hits the fan.



	I want to start saving so I can quit my job and travel the world/buy a house/insert your goal here.



	I want to be rich.






Write down your money mantra, and keep it handy—maybe on a Post-it note in your planner or taped to your bathroom mirror. Revise it from time to time as you accomplish goals or your wants and needs change.


While you’re at it, save $2


Total saved so far: $3
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LET’S GET HONEST ABOUT OUR SPENDING AND SAVING HABITS


Budgets are bullshit. And like diets—another thing your friends at Refinery29 do not believe in—budgets set us up to fail. There’s nothing I hate more than when a financial planner starts comparing money management to getting a beach body. Yuck.


I’m not going to tell you not to buy a latte, but I will say that understanding how much money you earn and how much you spend every month is really important to achieving financial security. There are some guidelines you can follow that will help you make sure you’re spending and saving in a way that works for you and isn’t oppressive or overly prescriptive.


The 50/30/20 rule was first made popular by Elizabeth Warren (yes, the US senator and potential presidential candidate) and her daughter, Amelia Warren Tyagi, in their 2005 book All Your Worth: The Ultimate Lifetime Money Plan. I will spare you a “nevertheless, she persisted” joke here and just add that it’s become a classic framework in personal finance over the past decade. Many of the financial advisers I tapped for the book reference the rule with their clients.
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The rule breaks things down as follows:
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	50 percent of your after-tax spending goes to fixed expenses such as your rent/mortgage, transportation (car expenses or public transit costs), insurance (including health, car, renter’s or home, life, etc.), and food. If/when you have kids, you’d add mandatory child care (i.e., not the babysitter you hire for date night) to this bucket.
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	30 percent of your after-tax spending goes to flexible expenses such as your gym membership, cable bill, clothing needs, travel, etc. This is the spending you do because you can, not because you have to. Credit card debt goes in this bucket
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	20 percent of your after-tax spending goes to future expenses such as your emergency fund, retirement accounts, investment accounts, etc. Student loan debt goes in this bucket.









Want to figure out your own 50/30/20 plan? The math isn’t that hard. You just need to pull the following numbers:


GROSS ANNUAL INCOME = ______________ (that’s how much you bring home before taxes)


APPROXIMATE TAX RATE PERCENTAGE = ______________


(To find this number, just google “tax rate percentage”—there are a few websites that can help you calculate the number, as well as info on the IRS website.)


GROSS INCOME ×


(1 – TAX RATE PERCENTAGE) =


SPENDABLE YEARLY INCOME


For example:


$60,000 × (1 – 0.25) = $45,000


(Silly note here, but just a reminder that you should use a decimal for the percentage rate—so if you’re in a 25 percent bracket, the decimal is 0.25. I promise this is about the hardest math you’ll do in this book!)


SPENDABLE INCOME/12 =


SPENDABLE MONTHLY INCOME


$45,000/12 = $3,750


(If you don’t want to do this math, you can also just look at your paycheck, after taxes but before all your deductions.)


Once you’ve got that number, you can figure out your 50/30/20 plan.


SPENDABLE MONTHLY INCOME × 0.5 = BUDGET FOR FIXED EXPENSES


SPENDABLE MONTHLY INCOME × 0.3 = BUDGET FOR FLEXIBLE EXPENSES


SPENDABLE MONTHLY INCOME × 0.2 = BUDGET FOR FUTURE EXPENSES


So if you make $60,000 a year and pay an effective tax rate of 25 percent, you have $45,000 in spendable income a year. That breaks down to $3,750 per month after taxes:




	$1,875 should go to your fixed expenses, such as housing, transportation, groceries, insurance, etc.



	$1,125 should go to your flexible expenses, such as dining out, new shoes, or even a vacation.



	$750 should be split among your retirement accounts, savings, and paying down any student loan debt.






Manisha Thakor, the founder and CEO of MoneyZen, says that many of her clients panic when they see that 20 percent bucket because they aren’t saving anywhere near that much. But it is a goal worth working toward.


If your fixed expenses exceed 50 percent (mine sure do!), you should only dip into your 30 percent flexible expenses to make up the difference. Priya has tweaked the 50/30/20 rule to an 80/20 rule. Since many of her clients were spending so much on fixed expenses, she encourages them to spend 80 percent of their income on their day-to-day expenses, from rent to lunch. The remaining 20 percent goes to future expenses (everything from retirement to long-term goals). If you’ve got debt, Priya tweaks the equation to 70/20/10: 70 percent for today, 20 percent to paying off debt, and 10 percent for the future.


Unfortunately, Priya and Manisha both found that people are more likely to compromise the amount they are saving than cut back on their wants. That’s not really so surprising, right? It’s easy to fall into bad habits—ordering lunch every day or giving in to an impulse buy. I’m also quick to justify certain expenses: I work hard, so I deserve that expensive gym membership even though I never go because I’m too busy working hard to actually use it.


These might seem like silly examples, but as I’ll mention again and again throughout the book, the small expenses do add up (just as small savings can grow over time). Some of you might argue that there’s just no way you could save another cent because of debt or the high cost of living or because you simply don’t want to give up those little pleasures (or big indulgences) that make life better. But as a result your savings suffer, and in the long term, the future you suffers.


Manisha has an antidote to the overspending problem that she calls joy-based spending. It’s a three-step process that takes a little time, but I promise, it’s worth the effort.
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Step 1: Take the highlighter test.


Track your spending for a period of time (do a Money Diary!)—Manisha recommends a month, but a weekend will work if that’s all you can stomach.


When the time period is up, don’t pull out a calculator—and definitely don’t start stressing out about your spending—but get a highlighter. Go through the list and highlight any expenses that don’t inspire you to do a happy dance.


Usually, the first things highlighted are bills, Manisha says. The answer there is the one we’ve all heard a thousand times (but don’t always do), which is to call the provider and renegotiate your rate. If you’re paying for Hulu and Netflix and Amazon Prime and HBOGO, do you still really need cable? Can you negotiate with the cable company for a more reasonable rate?


But going further down the list, Manisha’s clients notice other expenditures that definitely don’t make them feel sparkling. Like crazy-expensive drinks with a couple of women who actually make you feel like crap about yourself. Or that $2 mat fee you pay every time you go to yoga, even though you own a yoga mat you could take along. Those are the kinds of expenses you could cut and lose no joy.


We’ve all got these kinds of lifestyle-type expenses that we can ax, and it doesn’t feel like deprivation. Just make sure to reallocate that money to your savings, not just spend it on something else. You can even do something as small as transferring $2 to savings every time you take your yoga mat to class.


Then there are the big expenses that are worth considering. Do you feel joy when you pay your rent or mortgage? If you do, it could be worth the cuts you have to make in the other areas of your life. If you don’t, maybe it’s time to move? Manisha sees people consistently buying houses that are too big for their needs, without really considering how much they can comfortably afford. We’ll tackle this a bit more in chapter 7, but for reference, you shouldn’t be buying a home that is more than three to four times your yearly household income. If you live in a city, it might be closer to five to six times.


Curious about the car equivalent? Don’t buy a vehicle that is more than one-third your annual income. So if you’re making $60,000, you really shouldn’t buy a car that costs more than $20,000. Manisha routinely meets people who are making $50,000 a year, driving a $35,000 car, and wondering why they can’t make ends meet. “The reason is they’re driving it,” she tells me.


The highlighter test can be overwhelming. Even though you’re supposed to be focused on the expenditures that bring you joy, you automatically spend a lot of time reviewing the waste. Don’t forget to take a little time to appreciate the purchases you’ve made that bring you happiness. I get a lot of joy from the $37 I pay monthly for my New York Times subscription. Maybe the $4.50 you spent on a latte was worth it because you caught up with an old colleague who might have a new job opportunity for you. Or you feel pride every time you look at the $20 houseplant you haven’t yet killed. The goal is to be mindful of your spending but not obsessive.
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Step 2: Calculate your hourly wage.


Manisha first came across the idea for her clients to look at their spending through the lens of their hourly wage after she read about it in the classic personal finance book Your Money or Your Life by Joe Dominguez and Vicki Robin. The idea is that when we spend the money we earn, we are, karmically speaking, spending our life’s energy. The process of paying attention to your money isn’t about deprivation, it’s about honoring all the time that was spent earning that money and making sure it’s going toward the things in life that make you happy.


How do you calculate your hourly wage? Most full-time employees work around 2,000 hours a year. Divide your gross income by 2,000 to get your pretax hourly wage. If your pretax salary is $60,000, your pretax hourly wage is $30. So if you see a dress that costs $300, you can think to yourself: I’d have to work more than ten hours to buy this dress Do I really want it?


There’s no judgment on answering yes, but you have to decide. Odds are, there are plenty of impulse buys you might not throw into your cart just because they won’t really feel like such a steal when looked at in this light. Take that cute West Elm throw pillow for $35. If you’re making $45,000 a year, your hourly wage is $22.50, which means it will take more than an hour of work to pay for that pillow. Or think about a bigger expense, such as the ten-class ClassPass package at $135 a month. You’d have to work almost a full day to pay for those classes. If you’re not consistently using all ten a month, maybe it’s time to look into a different (less expensive) workout program.
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Step 3: Quit comparing yourself to others.


The last step is a little more conceptual (and honestly a lot harder). Manisha points out that pop culture—especially movies and TV—presents lifestyles that are completely incompatible with the jobs the characters hold. It’s unlikely Lena Dunham’s character on Girls could afford the rent on her Brooklyn apartment. But we rarely think about all the other expenditures those fictional characters regularly make, from their designer clothing to immaculate blowouts to fancy vacations. Maybe we don’t even realize that we’re doing it, but it’s easy to get caught up in thinking that we should be able to afford those lifestyles.


But not only is pop culture impacting the way we spend, so is social media. Nobody shares the bad stuff on Instagram—the dented car that required $1,000 in repairs or the sofa your new kitten destroyed. Instead, it seems as though it’s all luxury travel and finely decorated homes—made worse by influencers who are paid for those lust-worthy posts. God help your 20 percent future expenses.


Manisha points out that we’re trapped between the media we consume on a personal level and the media we consume more broadly on a societal level, with constant “perfect” images that aren’t rooted in reality. Once you let go of the notion that pop culture is real life and that social media shows the whole picture, you can let go of some of the anxiety that you’re not keeping up financially.


Look, it’s not always going to be fun to stay within your 50/30/20 plan. Who doesn’t want to indulge from time to time? But being more mindful—knowing your hourly wage, ignoring social media fallacies, and thinking before you swipe your credit card—can have a huge impact on your overall financial picture.




THIS IS A GOOD TIME TO:


Do an audit of your expenses to see how much you’re really spending. Many financial advisers will suggest you review three months’ worth of expenses because although certain items (rent, cable bill, etc.) are the same each month, other costs (clothing, food, electricity) will probably go up and down. Adding up your three-month total in each category and dividing by three helps you get a more realistic monthly average. This will take a while, so budget an hour or more.


While you’re at it, save $3


Total saved so far: $6
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“REAL WEALTH IS ABOUT BEING ABLE TO MAKE CHOICES”


How much money is enough to lead a happy life? A 2017 study from Purdue University found that $105,000 is the ideal individual income,1 but I’d argue it’s a highly personal question that a survey can’t really determine. Ellen,* 31, brings in around $70,000 a year working long hours at three jobs—but she loves it. For her, a child of divorce, who faced severe income insecurity as a kid, working and saving provides a kind of financial safety net she’s always craved. Refinery29’s editor Jessica Chou interviewed Ellen about the bumpy path she followed to find this happiness.


How did your childhood impact how you view money today?


Growing up, I had a really wonderful life, but when I was about ten, my parents went through a nasty divorce. My father was very successful, but my mother suffered from mental health issues. Things weren’t working out, and they split very suddenly. We went from upper middle class to sleeping in cars and crashing in people’s basements.


I vowed that would never happen to me or my children. I grew up with the principles of being extremely frugal. You don’t deserve anything you don’t work for; if it’s broken, you try to fix it before buying a new one. And if you’re strong enough to work, you work as much as you can and save as much money as you can.


When you were younger, did you make any money mistakes?


I went through a period of time where I was spending money I didn’t have because I wanted to look like I had made it. I moved to Colorado for grad school, and there were a lot of kids who had a lot of money. I was going out and drinking top-shelf whiskey after class, buying four-dollar coffees every single day. When I first met my husband, he invited me to go skiing. I wanted to impress him so badly that I went out and got a credit card and bought ski gear. I didn’t even shop around. I went in and I said, “I have a date with a man who invited me to go skiing. Dress me.” It was awful.


What was the turning point?


My student loans. I was taking out an extra $5,000 to $8,000 a year and not working as much, because I thought, Well, my friends aren’t working. I’m a grad student, I don’t have time to work. Then I looked at the bill, and it was around $71,000 total for undergrad and grad school. I thought, That’s a down payment on a house. I can’t do this. I can’t keep adding to this debt. It was a huge wake-up call.


How did your spending habits change?


I cut out the drinking, the partying, the spending. I didn’t buy anything I didn’t need.


Can you describe what real wealth means to you?


Real wealth is about being able to make choices. In my high school and college years, I always equated people who had money with these lavish lifestyles. I wanted to go out and have these fancy dinners and amazing vacations and wear all the nice clothes. But the richest people that I’ve met, they’re wearing the same blue jeans for thirty years. They wake up before dawn and work until after dark, providing for their families. They don’t live richly in the way I used to think rich meant, but they live with incredible happiness. There’s always food in the fridge, and always compassion and generosity. They save so they can have the flexibility to live the life they want and not have to answer to anybody except their own family. That to me is what real wealth is.


How did you learn about personal finance?


Really, I learned from trial and error. I remember looking at my student loan debt and thinking, Okay, I need to figure this out. When I met my husband, he was already very adept at budgeting. He was also a big help when it came to paying off debt. A few years ago, I had a horrific mountain bike accident where I shattered my leg and almost lost it. It was going to be about $4,000 after my insurance kicked in, so I set up a plan to pay it off. I took out a 2 percent cash-back credit card, put all the medical debt on that, got the cash back, and paid it back before the interest rate kicked in. Little things like that are a huge help.


When was the first time you actually felt financially stable?


It sounds silly, but just a year ago, I went to go get a coffee, and one of my friends called me and said, “Hey, can you pick up a few more for the team?” I remember being able to do that and not even thinking twice about it. When I was a child, that would have been a big deal. I wouldn’t have had the extra $10. That felt like making it. It’s those little moments, and the nice thing about the little moments is you never feel like, Oh, I’ve made it, I can just stop. Your dreams and your goals change, but the way you get there never changes. You live frugally and save really hard.


* All names of diarists and other nonexpert contributors have been changed.
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THIS IS THE MOST IMPORTANT NUMBER IN YOUR LIFE (OR CLOSE TO IT)


I’m willing to bet you know your SAT score but not your credit score. For a grown-up, there are few more important numbers to know. Your credit score determines whether you’re eligible for everything from a credit card to a mortgage, and in some cases, employers even look at it when making hiring decisions. Over the past few years, it’s become easier than ever to track your score—without damaging it.


According to Priya, knowing your score and how to improve it can save you tens, even hundreds, of thousands of dollars over your lifetime.


Your credit score is made up of several factors, she explains, but there are three main components to make up how your score is calculated:


Reliability: Do you pay on time?


Credit utilization rate (CUR): Are you maxing out how much credit is available to you? The general rule is to stay at or below 30 percent. So if you have a $10,000 credit limit, try not to charge more than $3,000 each month. If you do find yourself spending more (while staying within your 50/30/20 plan), call your credit card company and ask them to increase your spending limit.


Credit history: How long have you been managing credit? It’s important to have a long credit history to prove your reliability over time.


Credit scores are like test scores, Priya says; the higher your score, the better you’re doing. Every credit agency sets its own range and corresponding “creditworthiness” score, and lenders have their own standards they consult when determining how they manage risk. So although there is not one standardized credit score, the higher the better.


If you find yourself with a lower score than you expected (say you fall into the average or below average range), Priya suggests giving yourself a quick bump by increasing the frequency of paying down your debt. For instance, pay off your credit card balance every two weeks instead of once a month, and you should see your score increase pretty quickly.




THIS IS A GOOD TIME TO:


Check your credit score. It’s easier than ever—more and more banks and financial institutions, including Capital One and Turbo, let you check it for free. They will also let you set up alerts so you can easily monitor if it goes up or down.


While you’re at it, save $4


Total saved so far: $10
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WHY YOU NEED A CREDIT CARD, AND HOW TO GET ONE IF YOU’VE GOT NO CREDIT


I didn’t get my first credit card until I was out of college. I was afraid of the marketers who came to campus giving away free T-shirts and promises of easy money. I liked to shop, so it was inevitable that if I had a credit card, I’d run up thousands of dollars of debt, right? And my mom, my main source of financial advice, discouraged me. She didn’t think I needed more than a debit card, and so for all of college, that’s what I used.


But all that time, I wasn’t building credit. So when I graduated, I didn’t have any debt, but I did have a really hard time getting a credit card. I was rejected again and again, and I finally had to sign up for a card that required me to put down a cash deposit. In the years since, I’ve opened a few more cards. It turned out that even though I love to shop, I’ve never been tempted to use credit for something that I couldn’t afford to pay off in full at the end of the month.


I’ve talked with quite a few women who aren’t using credit cards at all. They use debit cards instead, for much the same reason that I did in college—because credit card debt seems terrifying. Research suggests my friends aren’t alone: a 2016 Bankrate study found that just 33 percent of millennials have a credit card.2


The reality is, you do need a credit card in order to establish a good credit score, and it’s better to start sooner than later, Priya says. If you want to get a credit card but have no credit history, here are three good options. Whatever route you take, make sure you’re able to pay off the balance on time each month so you’re not hit with high interest rates and late fees.


1. Get a secured card. This is what I did way back in the day when I was first trying to establish credit. With a secured card, you set aside a few hundred dollars into a savings account that becomes collateral for the credit card company. This amount dictates your credit limit, and if you don’t make a payment, the credit card company can access those funds to cover your balance. It sounds like a debit card, but this little piece of plastic is actually helping you build credit.


2. Have a family member cosign. A lot of people ask an older sibling or parent to cosign on their first card, because it shows the credit card company that they have someone who has their back, financially. One thing to keep in mind when you have a family member cosign: it puts the cosigner’s credit score on the line, so you’ll want to be extra careful to pay the bills off in full and on time so you don’t have a negative impact on their credit score.


3. Get a low-limit card. You might not be able to book a luxury vacation on one of these cards, but they will help you build credit. Usually, if you pay your balance consistently for six to eight months, the credit card company will automatically raise your line of credit (or you can call and ask for it to be raised).




THIS IS A GOOD TIME TO:


Pay with points! Maybe the best (and worst) thing about signing in to Amazon or Seamless these days is that you can easily pay for your purchase with credit card points. But getting cash back is another great reason to use your credit card instead of a debit card. When you pay with points, it almost feels as if you’re getting something for free.


While you’re at it, save $5


Total saved so far: $15









FINANCIAL CHALLENGE


Take a Money Mental Health Day


TIME: Anywhere from fifteen minutes to a full morning


TOOLS: Bills, account info, log-in details, etc.


When I was talking with Shannon McLay, the founder of Financial Gym, about how her clients frequently rack up annoying bank fees, she mentioned that she encourages them to take a money mental health day every three to four months to keep their money management under control. I’d rather spend my precious time off doing something more fun than rolling over my 401(k), but maybe that explains why I struggle to get these little projects done. If you’re responsible enough to tackle these problems as they come up, you don’t need a money mental health day. If you’re more like me and never, ever cross them off your daily to-do list, maybe it’s time to dedicate some real time to getting it done.
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Jane Doe
100 Main Street
New York City, NY 12345

Pay Current
Regular Pay 600.00

Deductions Current
nsurance 35.00

Taxes Withheld Current
Federal Income Tax 69.82
Social Security 35.03
Medicare 8.19
ncome Tax 28.25

Employer Taxes Current
FSA 3.39
Social Security Employer 35.03

Medicare Employer 8.19
401K 30.00

Net Pay: § 393.71
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