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Financial goals are specific objectives to be accomplished through financial planning. Goals should be consistent with

Reavistic

FAMILY ECONOMICS AND FINANCIAL EDUCATION

.FINANCIAL PLANNING

Financial needs continually change throughout an individual’s
lifetime. Many people follow similar financial patterns during their
life. However, everyone has an individualized financial plan that is
dependent on many different factors in an individual’s life.
Financial planning is a tool used to achieve financial success based
upon the development and implementation of financial goals. It is
important to use financial planning to help a person avoid financial
difficulties. By having well-written financial goals and
implementing them into a financial plan, a person will have the
means to achieve the standard of living they desire. An individual's
values, goals, personal choices, major life events, lifestyle
conditions, and life cycle needs work together to determine the
details of an individual’s financial plan. As these factors change, so
does an individual's financial plan. Financial planning is an ongoing
process that is affected by expected as well as unexpected events.

FINANCIAL GOALS

Life Cycle
Needs

Many people follow a similar
financial pattern during their life,

but everyone has an individualized

Values, Goals
& Personal

Choices

FACTORS THAT,
INFLUENCE
FINANCIAL

PLANNING

Lifestyle
Conditions

financial plan.

Major Life

Events

personal values and attitudes. Financial goals should be SMART goals.

S PECIFIC MEASUREABLE

ATTAI NABLE

TIME BOUND

State exactly

what is to be Write the exact

dollar amount.

Determine how it
done with mone can be reached,
Y

involved.

Do not set the goal
for something
unattainable or
unrealistic.

Specifically state
when the goal
needs to be
reached.

LIFESTYLE CONDITIONS
°

Lifestyle conditions are affected by an individual's
values, goals, personal choices, major life events, and
life cycle needs. Any lifestyle condition changes may

People may change careers, start careers, or start

families late in life. For example, a single 40 year-old
with no children will be focusing on different financial
plans than a married 40 year-old with 2 children.

Marital status

Employment status

Single, married, divorced,
\\'1\1 o “'L'l1

Employed, unemployed,
Lacing unemployment

Tncome

Amount of income

require an individual to re-evaluate their financial plan.

Age

Age of family members

Number of
dependents

Chuldren, spouse, parents,
other family

Lconomic outlook

Interest rates, employment
Tevel, salary rawes

Education

Education level of family
members, tuition needs for

children

Health status

Health of all family
members
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FAMILY ECONOMICS AND FINANCIAL EDUCATION
FINANCIAL LIFE CYCLE
®
Although everyone has a specific financial Single * Marriage * Starrand Raise Family iApproaching Rerirement Years
plan, there is a typical financial life cycle irement §
pattern that applies to most people. A life Yeas ¢

cycle is defined as a series of stages in which Sta%" 3_‘ W‘_"‘hh
an individual passes during his or her Distribution

lifetime. This life cycle pattern includes$
three stages . The amount of time it takes to

move through the financial life cycle varies . .
for every individual or household.
Protection
\ 0 20 30 40 50 60 70 80
\\/ T— fAge

Yeats o

Stage 1: Basic Wealth Protection
The beginning of the curve is where a person ‘quits giving money to others’ and is the family
formation stage for many people. This is when an individual may be beginning to earn money,
continuing education, starting a job or career, and/or starting a family. The individual should be
focusing on building financial security.

' S
Stage 2: Wealth Accumulation N
The second stage goes beyond financial security and is where a person is ‘giving the money to self.
The household head has reached peak earning years, is accumulating wealth, and approaching
retirement.

Stage 3: Wealth Distribution
The last stage involves ‘giving the money to your chosen ones.” This stage involves the consumption
of wealth, usually during retirement.

‘PERSONAL FINANCIAL MANAGEMENT PYRAMID

The levels which contribute to a well-managed and Wealth Disceibution

balanced financial plan are shown on the Personal ‘giving it to your chosen ones’
Financial Management Pyramid. It starts with
basic financial requirements on the bottom,
focuses on wealth accumulation in the middle, and
moves up the pyramid to distribution of wealth as ~ frm=mmmmmmcmmmm a2
the final financial plan. The pyramid is based on a
hierarchy where decisions at one level affect the
other levels. As a person moves up the pyramid,
their financial plan becomes more complex.

Risk and Tax Management:
igoal serting, insurance, procection againse
economicoss, income cax reduction

e

' Management: '
ng'—‘ /sl setring credit use, avoiding credit abuse, debtreduction \
o Cash Management:
L= p goal &el:l:ﬂﬁig, emergency, cash reserve, record keeping, spending

plans, net worth, and income-~expense statements
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ife cycle needs are affected by an
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LIFE CYCLE NEEDS

Financial needs change throughout an
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activities an

groups tend to have similar life cycle needs. The table below gives examples of life cycle needs (

events) which would require financial planning for different age groups.
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