
Eight Saving and  
Investment Principles 
for Young Investors



1

Quit procrastinating! 

Unfortunately, the world of finance and investing isn’t 
easy, so you will need to set aside time for this. By 
reading this right now, you are well on your way! Find 
time to read the popular financial press, study your 
brokerage statements, learn your 401(k) options at 
work, budget your expenses and understand the terms 
of your borrowings. Find questions and then reach out 
to us or another financial professional for answers.

Doing this on an ongoing basis will help you find if 
you’re missing opportunities or even losing money and 
if you need to make changes to your benefit.

Though this is in some cases boring work, get excited! If 
you take all the right steps now and continue good 
habits throughout a successful career you could be 
setting yourself up to be a multi-millionaire upon 
retirement!

Though nothing is guaranteed, getting focused and 
following these principles will only help. As an example, 
an individual who began saving diligently to their 
retirement plan at work at 25 years old will have almost 
one million dollars more in their retirement account 
compared to someone who began saving at 30  
years old.*

Time is certainly money!

Get Focused
1

Here are eight fundamentals you need to learn how to save, invest and hopefully help secure independent 
wealth over the course of your career. If you remember these key principles as you make your financial 
decisions you will find the process to be much easier and you will help put yourself in the best position to 
achieve independent wealth for yourself in retirement and for your family for generations to come.

*This example assumes you save $15,000 annually, achieve a 9% annualized return and retire at age 60). 
Source: youngmoneysmartmoney.com/investing-basics/investing-at-work/401k-costs-of-waiting

http://youngmoneysmartmoney.com/investing-basics/investing-at-work/401k-costs-of-waiting
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Establish Goals & Dreams
2It is critically important to understand what you want to 

do with your money in the near-term (goals) and what 
you wish to do with your money over the long-term 
(dreams). This will determine what you will do with your 
money right now in order to reach those goals and fulfill 
your dreams.

As an example of how a near-term goal will impact your 
investment decisions – say if you want to buy a house in 
a few years then you shouldn’t put all of your money into 
risky investments since you will need cash soon for a 
down payment. Or if you think kids are in your near 
future then you need to have extra cash to cover 
expenses.

Just of equal importance are the things you want to 
achieve in your life … what you dream about. Honestly, 
this sounds a bit cheeky, but most people our age don’t 
yet think of the things they wish to do in 30-40 years 
since there is just too much to focus on now.

Having dreams in focus (however random they may be) 
will help you as you sacrifice pleasure now (spending) in 
order to put money into your investments (saving).

Sit down with your partner and have an arbitrary 
conversation about your distant future or just daydream 
by yourself to think of things that can really motivate you 
to spend time on your finances and to save money for 
your investments.

We frequently interact with married clients in their mid-
30s who have disparate feelings about their goals with 
their money. Most often the differences center around 
each of their individual willingness to take risk, and this 
tends to manifest itself in two common situations.

The first is centered around their debt burdens from 
student loans or their mortgages. One spouse may be 
adamant about paying off every penny of debt before 
considering saving for retirement, while the other is 
comfortable with making minimum monthly payments 
and investing any additional savings.

In today’s low interest rate environment, we work to 
counsel debt-adverse clients to take advantage of 
refinancing student loans into low fixed-rate loans to 
pay off over 7-10 years, and to just pay the minimum 
payment on a fixed rate 30-year mortgage.



This enables them to have the cash flow in order to take 
full advantage of tax-favored accounts like 529 college 
savings accounts for young children, or their work-based 
401k retirement plans or Roth IRAs to begin retirement 
savings as early as possible.

With mortgage rates at or below 4%, we review historical 
illustrations with clients to show how in many market 
environments that returns on an investment portfolio will 
likely outperform their mortgage interest rate, so they 
would likely be better off long-term by investing that 
additional mortgage payment instead of applying it to 
the loan.

The second example of wide differences in risk tolerance 
that I often see with young couples is how comfortable 
young professionals are with taking investment risk in 
their portfolios.

Investors our age are really “students of the financial 
crisis” in that we were just beginning our careers right 
around the time of the Great Recession. So, our first 
experience with retirement savings began right around 
the worst peak-to-trough decline in U.S. stock markets 
since the Great Depression.

This tough initial experience with investing has left some 
young professionals favoring a more conservative 
investment allocation in their portfolio, or with the 
tendency to hold an excess amount of cash reserves. We 
may have one client who is fully comfortable with a 
100% equity allocation for their retirement accounts, 
while their spouse is terrified of market risks and wants 
to invest in fixed income at an early age.

With long time horizons until retirement it is critical for 
young investors to be positioned for growth with a focus 
on a globally diversified equity allocation in their 
retirement accounts, and many times it takes work to 
counsel one or both spouses to buy into this strategy.
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“With long time horizons until 
retirement it is critical for young 

investors to be positioned for 
growth with a focus on a  
globally diversified equity  

allocation in their retirement 
accounts, and many times it takes 

work to counsel one or both 
spouses to buy into this strategy.”
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Start Saving & Budgeting
3

“If spending less and saving more 
is a resolution you struggle to 

stick with, a goals-based budget 
might help do the trick.”

A better budget in three easy steps:

We get it, budgeting is hard. If spending less and 
saving more is a resolution you struggle to stick with, a 
goals-based budget might help do the trick.

Here are three steps to kick your savings plan into  
high gear:

1.  Set some goals.
Firstly, it’s critical to understand what’s important to you.
Are you striving for a long-term goal like financial
independence? Maybe your goals are more immediate
and revolve around becoming debt free or taking a
dream vacation. Or maybe it’s important for you to save
and help pay for your child’s education. Whatever your
goal(s) may be, set a specific timeframe to achieve
them, and write them down. Researchers say you’re
42% more likely to act on your goals if you write
them down.

2. Track where your money is going.
It’s important to have an understanding of where your
money is going currently if you’re going to enact some
changes. It’s hard to save if you don’t know how much
you are spending. To get started, first gather all of your
financial statements for your credit/ debit cards and
checking accounts over the last six months. Take a
monthly average of all of these outflows to get a good
picture of how much your variable expenses are (ex.
eating out, bar tabs and shopping that changes each
month). This way you have an objective measure of all
the items you have been buying instead of measuring an
amount going forward when you know you are
keeping tabs.
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“Successful young investors will be saving close to 15% of their pre-tax income  
towards retirement if their employment situation allows it.”

3. Make your budget.
•  The stuff you need: Out of all the money that hits 

your checking account, a majority of it goes to the 
things you need, like housing, food, and transportation. 
There’s a good chance most of these costs are fixed, 
but there may be some opportunity to free up some 
space in your budget by cutting back on eating out or 
reexamining your priories as it relates to where you 
live or what you drive.

•  Goals: These are the things from step 1 that you want 
to direct more of our hard earned money towards. 
Maybe you’re already directing some dollars toward 
monthly savings or making payments on student loan 
debt, but we want to direct more to this area. After all, 
these are the things you want to achieve and most 
valuable to you!

•  Other stuff: These are the things that we don’t 
necessarily need or want, and if you’re like me, they 
usually get delivered to my front door. It may be tough 
to part with some of the spending in this category, but 
you also have to ask yourself what’s really important, 
your beloved streaming service or a down payment 
for a new home.

Is there any ongoing savings ability based on this 
amount compared to your after-tax pay?

Successful young investors will be saving close to 15% 
of their pre-tax income towards retirement if their 
employment situation allows it.

See what fat you can trim from your budget you just 
made to see where you can save! Also, plan for expenses 
you know are coming in a few years (home improvements, 
major vacations, children, etc.) and make adjustments 
as early as you can so you are able to maintain your 
savings level.
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Make It Automatic
4We can all say we want to save more and even write 

down goals that we are saving for, but so often our good 
intentions fall by the wayside when we’re tempted by an 
ad for a new pair of shoes or the latest tech gadget.

This is where building good savings habits comes  
into play.   

You didn’t have to think about brushing your teeth today, 
did you? No, you just did it. It’s a habit that’s engrained 
in your subconscious that you do on a daily basis.   

It’s also satisfying. Don’t you love the minty fresh feel in 
your mouth after brushing your teeth? Did you know 
that mint sensation serves no purpose other than to 
“reward” you for brushing your teeth? 

How can we make saving as automatic and satisfying as 
brushing our teeth? 

Let’s start with making it automatic.  

If your company offers direct deposit, take advantage of 
it. Carve off a portion of your current direct deposit and 
have it go directly into your savings account.   

If your bank offers a no-fee savings account, you can 
open a savings account for your goal and have the 
money directed there. Some banks even let you name 
the account. Just having that visual of the name “kid’s 
college savings” or “post-COVID vacation fund” can be 
a great cue. 

If you don’t have direct deposit or can’t deposit to 
multiple accounts, set up an automatic transfer.  
Something that lines up with your pay cycle works best. 
The idea is to get that money out of your account and 
into savings before you’re tempted to do something else 
with it.      

How is saving satisfying? 

Sure, the payoff at the end when you achieve your goal 
(whether it’s a vacation, new car or even retirement) is 
very gratifying, but what about the in-between time? 
How do you make the journey as satisfying as  
the destination? 
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Create a ritual.   
Put a reminder in your phone or on your calendar that 
corresponds with every direct deposit or every transfer 
into your goal savings account, and record two things:  

1. How much you have saved towards your goal  
2. How far along on your savings journey you are 

It doesn’t need to be complicated. Something like, “I 
have $1,250 saved and I’m 25% of the way towards 
saving $5,000 for a vacation,” does the trick! 

That’s it. Sounds too simple to be effective, but here’s 
why it works. As a human race, we crave immediate 
satisfaction. That’s because we’ve spent a lot longer as 
hunter/gatherers than we have as savers, and our 
primitive brains haven’t caught up yet.  

The simple act of recording your progress when it 
happens provides that small amount of satisfaction to 
keep you striving towards your goal.
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Eliminate Credit Card Debt
5

“Ideally, credit cards should  
just be a source of liquidity  
for you to make purchases  
between your paychecks.”

It’s important to eliminate (or at least minimize) credit 
card debt. But, at the same time, use your credit cards 
to establish good credit!

Ideally, credit cards should just be a source of liquidity 
for you to make purchases between your paychecks. 
Successful investors will not continuously maintain a 
credit card balance.

Look at the annual rate you are paying on your balances: 
12.9 … 15.9 … 20.9%!? You will be hard-pressed to 
find a better investment opportunity available to you 
than discontinuing these interest costs by paying off your 
credit cards. Don’t let these balances continue to linger 
around due to high-interest rates … pay them off ASAP!

In some cases, you will need to run a credit card balance 
for a few months so you can buy a new computer or 
appliance that you can’t pay off in one month, but track 
it in your budget that you want to pay it off within 3-4 
months.
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Holiday Debt

Getting out of debt after a holiday season is never easy, 
so the best way to solve the problem going forward is to 
resolve to not get into debt next year. Set a holiday 
budget for the upcoming year in January to include all 
gifts and expected travel expenses, and open a separate 
savings account used exclusively for the holiday season, 
and fund the full year budget in advance with monthly 
deposits. This way next year you have no credit card 
debt incurring interest expenses that you are paying off 
looking backwards, and you can resume saving for the 
subsequent year all over again, but this time starting off 
debt-free.

Those that repeatedly incur debt during the holidays 
may need to make the difficult decision to significantly 
downsize their holiday budgets so that they can prioritize 
their own longer-term finances. Financial Advisors 
unfortunately sometimes need to assume the role of the 
Christmas Grinch, where we need to counsel clients that 
their spending goals are beyond their means and are 
detrimental to their longer term retirement goals.

Also, consider the value of the gift you are giving to your 
child. In 15 years, will your 5-year-old remember the 
$500 in presents given to them? Or at age 20 would 
they better appreciate most of that gift budget having 
been contributed to a 529 college savings account each 
year to grow tax-free for their college expenses?

To solve the current year’s debt burden consider 
implementing a “travel and restaurant ban” where you 
don’t take any trips or eat out until the credit card 
balance is paid off in full. Any leisure spending while 
you still have credit card balances could have been 
used to pay down your credit card bill that is accruing 
15-20%+ in annual interest charges, so all discretionary 
spending done in the interim essentially comes with that 
added cost.
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Live Beneath Your Means
6This is just another tip to help you save money. Know 

what you are able to afford and live with that! Think 
before making a purchase about whether you are living 
beneath your means. Is that extra round of drinks at last 
call really necessary? Can you even tell the difference 
between the designer purse and the knock-off? But, the 
tricky part here is to still enjoy the money you’ve worked 
hard to earn. Don’t stay in every night of the week since 
you’re dead-set on catching up on your savings. Spend 
money but make sure you really enjoy what you’re 
buying. If you enjoy overindulging in adult beverages 
occasionally, or if you do love designer purses, then go 
for it! Spend money on what makes you happy so you 
can enjoy the fruits of your labor, and don’t spend 
money on things you really don’t want or need.
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We will explain later why you should consider investing 
primarily in equities, but the point here is to just take the 
long-term view. Easier said than done. Your investments 
will almost assuredly see volatile swings over the course 
of your career. The S&P 500 Index saw a decline of 
almost -34% from Feb. 19, 2020, to March 23, 2020. 
But by the end of 2020, it had rebounded 68% from 
that March low. This type of volatility is gut-wrenching, 
but remember in your case when saving for retirement 
you really won’t be needing this money for 30-40 years! 
So, embrace the volatility since in the long-term you will 
be rewarded by taking risks with stock ownership through 
higher returns.

Please don’t be tricked into “trading” in your accounts. 
Major media outlets and major brokerage providers 
suggest that you can buy and sell investments based on 
their newscasts, commercials, predictions of upcoming 
information or a random technical chart. And this may 
sound appealing! You will hear stories of the major Wall 
Street banks recording streaks of 50+ daily profits within 
their trading desks before recording a loss. So why can’t 
you? No matter how much work you do or how intelligent 
you are, you will almost certainly not be able to 
consistently turn a quick profit in trading your investments. 
Wall Street banks and hedge funds have armies of 
economists and analysts on their research teams and 
the fastest technology in the world to make money on 
short-term market movements (yet, surprisingly enough 
they lose money on occasion).

You, with your laptop, will not win versus them. Find 
equity investments that are priced reasonably now with 
promising long-term growth prospects, diversify and 
hold your investments through the volatility. Continue to 
save and add to your portfolio but don’t look to get rich 
quick.

Another critical aspect of successful investing is choosing 
a low-cost provider. We will introduce you to some 
discount brokers later in the site (Charles Schwab, 
Fidelity, TD Ameritrade) that offer all of the services that 
the major brokerage firms will provide to our age 
bracket at just a fraction of the cost. Be aware of the 
fees being charged to you by your broker, mutual fund 
provider and your advisor since your success in part 
depends on keeping costs low! Frequently trading your 
account also comes at a brutal cost of trading 
commissions and tax implications … yet another reason 
to invest for the long term.

Invest for the Long Term: 
Low-Cost Equity Investing7

“The S&P 500 Index saw a  
decline of almost -34%  

from Feb. 19, 2020,  
to March 23, 2020.  

But by the end of 2020,  
it had rebounded 68%  
from that March low.”



12

Give Back
8Last, but certainly not least, give back. Give something 

to charitable causes to get in the habit. As your income 
increases, give more. Tithing says to give 10% of your 
income, but that is very difficult when you are young. 
Choose various charities that you feel make the world a 
better place. Bill Gates and Warren Buffet are leading a 
movement to convince the world’s uber-rich to commit 
at least half of their wealth to charitable causes. Read 
the insights of some of the world’s most successful 
persons on why giving away almost all of the money 
they made is far more rewarding than keeping it for 
themselves: givingpledge.org

Find a charitable cause that is meaningful to you and 
share your success with others. Be aware of the costs 
associated with raising the funds and what expenses are 
tied in with the charity to ensure the majority of your 
money reaches the philanthropic cause you believe in. 
No, the “$20 all-you-can-drink bar night for charity” 
event doesn’t pass this test.

Find your cause, ensure your money reaches your cause, 
and give as often as you can.

“Making a difference in people’s  
lives – and seeing it with your own  

eyes – is perhaps the most  
satisfying thing you’ll ever do.  

If you want to fully enjoy life – give.”

– Former New York City Mayor,  
Michael Bloomberg

http://givingpledge.org
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About Parsec Financial: 

Parsec Financial is a fee-only registered investment advisor (RIA) with $4.2 billion in assets under management as of Dec. 
31, 2021. Parsec provides investment management, financial planning, tax planning, trust services and business retirement 
services to more than 1,950 families and businesses in six offices across North Carolina.

Learn more: parsecfinancial.com

The views expressed represent the opinions of Parsec Financial as of the date noted and are subject to change. 
These views are not intended as a forecast, a guarantee of future results, investment recommendation, or an offer 
to buy or sell any securities. The information provided is of a general nature and should not be construed as 
specific investment advice or to provide any investment, tax, financial or legal advice. Additional information, 
including management fees and expenses, is provided on Form ADV Part 2, available upon request or at the 
SEC’s Investment Advisor Public Disclosure site: adviserinfo.sec.gov/Firm/104919

For more information, please visit Parsec’s sponsored website Young Money, Smart Money where you can learn 
about different investment types, equity investing basics and planning ahead: youngmoneysmartmoney.com 

When you’re ready to take the next step and hire a professional for your financial planning and investment advice 
needs, please consider Parsec’s Emerging Wealth service: parsecfinancial.com/emerging-wealth

We Can Help

https://parsecfinancial.com/
http://adviserinfo.sec.gov/Firm/104919
http://youngmoneysmartmoney.com
http://parsecfinancial.com/emerging-wealth
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