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 SO, YOU'VE JUST STARTED OUT 

Managing Your New Salary

Depend ing on the terms of your emp loyer?s p lan you may 

be elig ib le to c ontribute immed ia tely as a  new emp loyee. 

Other p lans have wha t is c a lled  a  ?wa iting  period? tha t 

req uires you to wa it until you have been with the firm a  

c erta in amount of time before you c an beg in making 

c ontributions.  This should  be d isc ussed  with your manager 

or human resourc es to understand  your spec ific s.  Onc e you 

a re elig ib le to c ontribute, you will need  to determine the 

amount you would  like to c ontribute through automatic  

payroll deduc tions.

The 50-20-30 Rule

We rec ommended  you try to sta rt with the 50-20-30 

spend ing rule, spend ing 50% of your take-home pay on 

fixed  c osts, 20% on your persona l investments, and  30% on 

flexib le spend ing. The first step  in c a lc ula ting  these amounts 

is to make sure you?re sta rting  with your net pay, or the 

money tha t you take home eac h month. This way, you?re 

working with the exac t dolla rs tha t a re entering  your poc ket.

50% of your take home c hec k c an be used  for fixed  c osts 

suc h as rent, g roc eries, c a r payments, utilities, phone b ill, 

and  any other expenses tha t a re both rec urring  and  

nec essary. The next 20% of your pay is to ?pay yourself first.? 

This is how we ta lk about making some savings a  p riority right 

from the sta rt.  Try to put up  to 20% into your retirement 

ac c ount, and  you will truly thank yourself down the road . 

Fina lly, this should  leave you 30% to spend  on your lifestyle- 

You got the job ; you fina lly have some rec urring  inc ome! It is exc iting  to sta rt a  c a reer 

and  an independent life, but it a lso c an be overwhelming.  As a  new hire for a  

full-time position, you have a  lot of dec isions to make q uic kly, and  you may not feel 

eq uipped  to make informed  dec isions.  This lea rning paper will highlight most of the 

items you need  to address up  front.  We will get you smoothly through your first steps, 

leaving you p lenty of time to go bac k and  lea rn more about eac h financ ia l top ic  tha t 

interests you.  Over time, you a re going to be informed  and  c onfident!  For now, let us 

help  you get sta rted .  
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2    SO, YOU'VE JUST STARTED OUT

maybe its b runc h out with friends, c onc ert tic kets, sports 

ac tivities, or travel.  

The 50-20-30 rule is an easy guideline to remember and  

follow.  We know, though, if you have just moved  to New 

York City, San Franc isc o or another high rent a rea , you may 

need  to ad just some of these exac t amounts but try to 

ba lanc e off your higher rent in the other a reas if you c an.  

Direc t Deposit

One of the best things you c an do for yourself when you 

sta rt your new job  is set up  d irec t deposit. This is exac tly wha t 

it sounds like ? your payc hec k going d irec tly into your bank 

ac c ount every month, without passing physic a lly through 

your hands. You c an a lso add  d irec t transfers to help  you 

with automatic  savings. For examp le, to help  you save $200 

per payc hec k, you c an have the $200 d irec tly transferred  

into your savings or a  separa te b rokerage ac c ount right 

when your payc hec k hits your c hec king ac c ount. It?s an 

easy way to ensure tha t you a re regula rly saving, and  you 

a ren?t tempted  to spend  it onc e it is out of your c hec king 

ac c ount.  

Emergenc y Fund

We mentioned  earlier a  separa te b rokerage ac c ount for 

your savings. Before you sta rt investing  your money though, 

make sure you have set aside funds in an emergenc y 

ac c ount. You c an imagine wha t this is for.  You never know 

when Wa ll Street dec ides to down-size or the transmission 

d ies in your c a r.  Life is full of surp rises, as they say, and  they 

a re muc h easier to fac e when you a re c onfident you have 

money put aside to help  with the unexpec ted .  If you a re 

sing le, we rec ommend  keep ing about 6 months? worth of 

expenses in your emergenc y fund . For c oup les or a  

household  with dua l inc omes, the amount in the 

emergenc y fund  might be only about 3 months? worth of 

expenses sinc e you have more than one inc ome sourc e.

Speaking of the Unexpec ted

Now is the time to a lso get your first insuranc e polic y in your 

name.  Renter?s insuranc e is a  type of insuranc e designed  to 

c over your persona l p roperty in the event of an emergenc y, 

suc h as a  fire or theft. Sometimes c a lled  apartment 

insuranc e or tenant?s insuranc e, it c an help  p rotec t you and  

your belong ings while renting  or leasing a  home. It doesn?t 

just c over wha t?s in your apartment either, but a lso tha t 

lea ther jac ket tha t was stolen a t last week?s party 

downtown.  

This insuranc e is fa irly inexpensive to purc hase, and  you 

usua lly have to renew it eac h year. If you have never had  

insuranc e before, ask neighbors or family members for a  

suggested  c ompany to c a ll for your renters? polic y.  Onc e 

you have renter?s insuranc e, it c an a lso make getting  future 

insuranc e easier suc h as for a  c a r or your first home 

purc hase.  

Do You Really Need to Read that Whole 

Benefit Booklet?

You still haven?t logged  on to tha t benefits intranet?  Don?t 

be intimida ted  by a ll the sec tions and  c lic ks bec ause this 

stuff is rea lly important.  Also, benefits a re a  va luab le pa rt of 

your c ompensa tion, sometimes add ing over $10,000 in va lue 

to you eac h year.

Choosing Your Healthc are Plan

Your c ompany may offer only one hea lthc a re p lan, but 

la rge c ompanies often have c hoic es to review.  When 

c hoosing your hea lthc a re p lan, it c an be help ful to ask 

yourself a  few d ifferent q uestions to na rrow down whic h 

p lan would  be the best one to p ic k. First, a re you under age 

26? If so, you may still q ua lify to be c overed  under your 

pa rents? hea lthc a re p lan, even if you file your taxes 

independently from them. If you?re looking a t c overage just 

We rec ommend the 50-20-30 
rule. Spend  50% of your take 
home pay on fixed  c osts, 20% on 
persona l investments, and  30% 
on flexib le spend ing
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for yourself, ask yourself a  few q uestions before looking a t 

the polic ies ava ilab le.  Do you have p referred  doc tors you 

want to keep  seeing?  Do you take any p resc riptions 

regula rly?  Do you have any c hronic  hea lth c ond itions tha t 

req uire regula r visits with a  spec ia list or ongoing trea tment?  

Answers to q uestions like this c an help  you c hoose the p lan 

tha t fits you best, ba lanc ing wha t you will regula rly pay for 

c overage with the c osts the p lan will c over for you.  

You a lso should  understand  the d ifferent c osts of eac h p lan. 

The ?premium? is the amount tha t you and  your emp loyer 

pay eac h month. Your emp loyer may c over a  portion of the 

p remium and  the rest will c ome out of your payc hec k.  The 

?c o-pay? is a  fla t amount tha t you must pay yourself when 

you visit a  doc tor or urgent c a re, and  ?c o-insuranc e? is the 

perc entage sp lit tha t you pay if your insuranc e c ompany is 

c overing  only a  portion of an expense.  Some p lans will a lso 

have a  ?deduc tib le.? This is the amount tha t you will have to 

spend  on hea lth c a re servic es before the insuranc e sta rts to 

c over your expenses. Fina lly, there is a lso a  maximum out of 

poc ket for the year. This is the most amount of money tha t 

you?ll have to pay yourself in a  sing le year. If you have an 

HMO or PPO p lan, there may a lso be d ifferent c osts for 

in-network and  out of network doc tors. 

Your emp loyer may a lso offer wha t is known as a  ?High 

Deduc tib le Plan.? These p lans tend  to have lower p remiums, 

but a  higher amount you must pay yourself eac h year 

before any c osts a re c overed .  Importantly, with high 

deduc tib le p lans, you c an c ontribute to a  tax-advantaged  

Hea lth Savings Ac c ount (HSA), whic h your emp loyer may 

help  to fund . You c an c ontribute funds into an HSA pre-tax 

and  then use them to pay any med ic a l c osts, inc lud ing 

those tha t c ome under your deduc tib le.  

When you?re eva lua ting  your potentia l c osts, make sure to 

review your tota l c ost of p remiums aga inst your antic ipa ted  

use of deduc tib les, and  any other known c osts tha t you 

antic ipa te seeing throughout the year. 

Open enrollment into your hea lthc a re p lan c omes a round  

onc e a  year- or if you c hange jobs or get married - a llowing 

you to c hange to a  d ifferent p lan if your needs c hange or if 

you think another p lan will be a  better fit. Make sure to 

eva lua te your hea lth and  any c hanges eac h year, so you 

c an be sure to c ontinue with the best p lan for your situa tion.  

What is this Disability Insuranc e? 

Disab ility insuranc e is very important for a  person in the work 

forc e to have. We a ll know tha t we a re invinc ib le until 

something unexpec ted  happens. And  if tha t unexpec ted  

thing  is a  devasta ting  surfing  ac c ident while on vac a tion or 

a  c a r c rash with a  texting  d river, your life may never be the 

same.  Long-term d isab ility insuranc e p rovides you with 

inc ome if you c an no longer work as you d id  before.

Long-term and  short-term a re the two ma in types of 

d isab ility insuranc e. Most emp loyers p rovide short-term 

d isab ility insuranc e to a ll emp loyees through sta te 

manda ted  p rog rams.  Long-term d isab ility is a  separa te 

benefit tha t may be ava ilab le to you.  If so, you should  opt 

for this benefit even if you must pay a  regula r p remium for it.  

Long-term d isab ility insuranc e will pay a  portion of your 

inc ome (usua lly up  to 60%) if you a re unab le to work 

bec ause of an injury or illness. Believe it or not, ac c ord ing to 

the Soc ia l Sec urity Administra tion, stud ies show tha t a  

20-year-old  working ind ividua l has a  one in four c hanc e of 

develop ing a  long-term d isab ility before they reac h 

retirement age.

Benefits a re a  va luab le pa rt of 
your c ompensa tion, sometimes 
add ing over $10,000 in va lue to 
you eac h year.

Long-term d isab ility insuranc e 
p rovides you with inc ome if you 
c an no longer work as you d id  
before.  
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 Employer Provided Life Insuranc e

Many c ompanies automatic a lly pay for a t least $50k in life 

insuranc e for you, c a lled  g roup  term life insuranc e. The 

polic y only c overs you while you work for tha t emp loyer, 

whic h is why it?s a  term polic y. Upon your passing, this polic y 

will make a  tax-free c ash payment to your benefic ia ry ? one 

or multip le ind ividua ls who you c an designa te or c hange a t 

any time. 

Often, you c an opt to purc hase more insuranc e through the 

emp loyer p lan a t very a ttrac tive ra tes.  If you a re just sta rting  

out, you have no rea l need  for any add itiona l insuranc e.  If 

you get married , however, and  sta rt a  family, emp loyer 

p rovided  insuranc e c an be a  very inexpensive way to 

p rotec t your new family.

Anc illary Benefits

Your emp loyer may offer other benefits in add ition to 

hea lthc a re and  insuranc e. These c an inc lude c ommuter 

benefits, wellness benefits, c hildc a re benefits, ac c ess to a  

fitness c lub , d isc ounts on c a r insuranc e, and  more. While 

these benefits may seem sma ller by c omparison, they c an 

still save you money over time.

How To Set Up Your 401(k)

Your Qualified Retirement Plan

Your c ompany will likely offer a  q ua lified  retirement savings 

p lan, usua lly c a lled  a  401(k) or 403(b ). You a re enc ouraged  

to save part of your payc hec k into the p lan, and  your 

emp loyer may even offer wha t is c a lled  a  ?c ompany 

matc h? of a  c erta in perc ent of your c ontribution or sa la ry. 

You should  a lways try to save as muc h as you c an, but 

definitely make sure to c ontribute enough to rec eive your 

emp loyer?s matc h, a t minimum. 

Contributions you make to a  trad itiona l 401(k) will c ome out 

of your payc hec k before tax. This will reduc e your taxab le 

inc ome and  the tax liab ility owed  on tha t inc ome. This c an 

seem benefic ia l by deferring  the tax tha t you?ll owe on 

those dolla rs to a  la ter time in life when you retire and  take 

the money out. When you do beg in to withd raw a t 

retirement every dolla r you take out of a  trad itiona l 401(k) is 

taxed  as inc ome, whether it was a  c ontribution or g rowth.

Your emp loyer may offer a  Roth 401(k), as well as a  

trad itiona l 401(k). If you have an option to c ontribute to a  

Roth, we rec ommend  it! Money going into a  Roth 401(k) 

c omes out of your payc hec k a fter a lready deduc ting  your 

taxes, but any g rowth in a  Roth ac c ount is tax-free. Build ing  

this ac c ount as soon as is possib le a llows for maximum 

c ompound ing over the c ourse of your c a reer and  your life 

and  when you retire, a ll your withd rawa ls a re tax free. The 

c ontribution limits a re the same as those for a  trad itiona l 

401(k).

For more information on the understanding and investing 

your 401(k) or other qualified retirement p lan, c hec k out our 

learning paper Understanding your 401(k) by Assunta (Susie) 

Mc Lane.

When Your Employer Doesn?t Offer a Qualified 

Plan

Oc c asiona lly an emp loyer won?t offer a  

c ompany-sponsored  retirement p lan. In this situa tion, you 

should  c onsider opening a  trad itiona l or Roth Ind ividua l 

Retirement Ac c ount (IRA). While the c ontribution limits a re 

lower to eac h of these ac c ounts c ontributing  to these 

ac c ounts still a llows you to save toward  your retirement in a  

tax-advantaged  way. In 2022, you c an c ontribute $6,000 to 

an IRA if you a re under age 50.

Simila r to their q ua lified  c ounterparts, c ontributions to a  

trad itiona l IRA offer a  tax deduc tion and  tax-deferment, 

while a  Roth IRA has no immed ia te tax benefit, but offers 

tax-free g rowth. There a re add itiona l inc ome limita tions and  

rules for c ontributing  to these retirement vehic les, so 

Money going into a  Roth 401(k) 
c omes out of your payc hec k 
a fter a lready deduc ting  your 
taxes, by any g rowth in a  Roth 
ac c ount is tax-free.
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definitely make a  point to speak with a  tax p rofessiona l or 

advisor before making any c ontributions. 

How Can I Trac k All This And Get Better At It?  

There is a  lot to keep  trac k of as you sta rt out, but luc kily lots 

of g rea t apps make it easier than ever! We rec ommend  you 

take a  look a t the apps You Need A Budget (YNAB) or Mint.  

These two apps a re simila r in many ways ? they both a re 

foc used  on deta iled  budget trac king and  have a  spac e to 

c rea te and  trac k your goa ls. While Mint is free, YNAB has an 

annua l subsc ription tha t you need  to ac c ess its fea tures. You 

c an link your ac c ounts to Mint so tha t your transac tions a re 

automatic a lly rec orded  and  c a tegorized , but in YNAB you 

need  to manua lly enter your expenses. 

To lea rn more, c onsider listening to a  podc ast or jump ing on 

TikTok.  Dave Ramsey has a  g rea t podc ast, ?The Ramsey 

Show? where he answers investing  and  budgeting  q uestions.  

Also, take a  look a t his book on budgeting  "The Total Money 

Makeover".  Na tiona l Pub lic  Rad io (NPR) has a  show c a lled  

?Planet Money? tha t is a lso a  g rea t way to lea rn about 

ec onomic  trends and  how they might a ffec t you. If you love 

TikTok, try the hashtag ?MoneyTok? for q uic k b ites of advic e.

Please remember tha t past performanc e may not be ind ic a tive of future results. Different types of 
investments involve va rying deg rees of risk, and  there c an be no assuranc e tha t the future performanc e of 
any spec ific  investment, investment stra tegy, or p roduc t (inc lud ing the investments and / or investment 
stra teg ies rec ommended  or undertaken by Summit Plac e Financ ia l Advisors, LLC (?SPFA?), or any 
non-investment rela ted  c ontent, made referenc e to d irec tly or ind irec tly in this newsletter will be p rofitab le, 
eq ua l any c orrespond ing ind ic a ted  historic a l performanc e level(s), be suitab le for your portfo lio or 
ind ividua l situa tion, or p rove suc c essful. Due to va rious fac tors, inc lud ing c hang ing market c ond itions 
and / or app lic ab le laws, the c ontent may no longer be reflec tive of c urrent op inions or positions. 
Moreover, you should  not assume tha t any d isc ussion or information c onta ined  in this newsletter serves as 
the rec eipt of, or as a  substitute for, persona lized  investment advic e from SPFA. To the extent tha t a  reader 
has any q uestions regard ing the app lic ab ility of any spec ific  issue d isc ussed  above to his/ her ind ividua l 
situa tion, he/ she is enc ouraged  to c onsult with the p rofessiona l advisor of his/ her c hoosing. SPFA is neither 
a  law firm nor a  c ertified  pub lic  ac c ounting  firm and  no portion of the newsletter c ontent should  be 
c onstrued  as lega l or ac c ounting  advic e. A c opy of the SPFA?s c urrent written d isc losure Broc hure 
d isc ussing our advisory servic es and  fees is ava ilab le upon req uest. Please Note: If you a re a  SPFA c lient, 
p lease remember to c ontac t SPFA, in writing , if there a re any c hanges in your persona l/ financ ia l situa tion 
or investment ob jec tives for the purpose of reviewing/ eva lua ting / revising  our p revious rec ommendations 
and / or servic es, or if you would  like to impose, add , or to mod ify any reasonab le restric tions to our 
investment advisory servic es. SPFA sha ll c ontinue to rely on the ac c urac y of information tha t you have 
p rovided .
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FOLLOW US: 

Welc ome to your new sta rt and  a ll the exc itement tha t goes with it!   Yes, it c omes 

with a  lot more financ ia l dec isions tha t you need  to c onsider, but we won?t let it get 

too overwhelming.   Address these important top ic s first, but then build  your 

understand ing and  knowledge over time.  Come to us for our lea rning papers and  

podc asts to b reak down top ic s into a  short read  and  to lea rn more about budgeting , 

401(k)s, and  insuranc e.   Or just reac h out to us!

Christine Crig ler, CFP® CPWA® 
Wealth Advisor

908-517-5882    
Christine.Crig ler@summitp lac efinanc ia l.c om
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