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To Kevin. 
Thank you for being 
the mountain I can lean on.

Introduction
In all the years I’ve been a personal finance columnist for The Washington Post, I’ve received scores of letters and e-mails from couples (many during the regular online discussions I host). I’ve had the chance to see how many couples mismanage their money.
It’s heartbreaking.
Again and again, I see what happens when couples fail to communicate or compromise, marry people who don’t share their financial goals, or act like they’re roommates, not people partnered for life.
I’ve heard from couples with good incomes who are near bankruptcy because they can’t budget. I’ve heard from couples who make major purchases without consulting their spouse. I’ve heard from couples who hide purchases. I’ve heard from couples who try to outspend each other like children fussing about who got a bigger piece of pie.
I’ve heard from women who boast about having secret bank accounts because they don’t fully trust the men they chose to marry. I’ve heard from couples who argue over who should pay what percentage of the household bills. I’ve heard from couples full of resentment because one person makes more than the other.
I want to smack them.
Here’s a universal truth about your money and your man: Money may not buy love, but fighting about it will bankrupt your relationship.
How is it that people can proclaim to love one another, sleep with each other, and even have children together, yet won’t do what it takes to stop fighting about money?
I know why.
And deep down, you know why, too.
Couples fight about money because they have “issues.”
Perhaps your husband was overindulged as a child. As an adult he feels entitled to the best this world has to offer, regardless of whether he earns enough to pay for it all. Or maybe your boyfriend grew up not having much of anything, and worries now about having enough money all the time. The result is, he’s so frustratingly frugal that when he pinches a penny, he dents it.
The fights are not about the money. They are rarely about the money. For example, I received a letter from a reader who wrote: “I grew up very poor and never wanted to live a ‘poor’ life as an adult. I was able to get myself through college and get a decent paying job. I married quite young, at twenty-one. He was twenty. Twenty years later, we are getting divorced. And the number one reason was the issue of money.”
Specifically, the woman wrote, the divorce was precipitated by her husband’s unplanned purchase of a truck. “He just went out and bought it,” she said. “I feel horrible to have my marriage dissolve over something like this, but I felt like he had a total lack of respect toward the family financial situation. We had $20,000 in credit card debt and no money in savings. On top of that, he purchased season tickets to a major sports event. I emotionally left the relationship at that point. My family is broken. My heart is broken.”
You might think this couple’s marriage was ruined by money problems. Sure, the letter writer’s husband put his family deeper in debt by buying a truck they couldn’t afford. But the breakup wasn’t really about the money. It was about this couple’s failure to work as a team. The husband wanted what he wanted when he wanted it. Damn anybody else.
It was the last line in this woman’s letter that confirmed what I’ve always known about love and money. She wrote: “In my case it was a case of disrespect from my spouse.”
It’s a lack of communication and compromise that torpedoes relationships, not a lack of money. Many couples think that if they made more money, their financial issues would go away. They wouldn’t. The problems would just become more expensive.
This book is aimed at women in two different situations. It’s for women who need to start paying attention to the red flags that indicate they’ve got some serious money issues with their boyfriends or fiancés. It’s also for married women who know that issues precipitated by money may be weakening their marriage or, even worse, destroying it.
Although there is little data showing that money conflicts lead directly to divorce, money is still one of the top reasons why couples fight. Surveys show that the biggest strain on a relationship is managing finances, followed by compatibility issues.
A well-known children’s rhyme comes to mind when I think of couples and money:


First comes love,
Then comes marriage,
Then comes baby in the baby carriage.


With that rhyme in mind, I’ve written Your Money and Your Man in four parts. The first part, “First Comes Love,” addresses the financial issues that often drag dating couples down. One of the most important lessons from the first part is to watch carefully how your man handles his finances. His money management is the best barometer of what’s in store for your relationship in the long term. If he jokes about not balancing his bank account or that his credit cards are always maxed out, most likely your man is not going to keep his money right. Trust me, Prince Charming won’t seem so enchanting when he’s messing up the checkbook and the two of you are being hit with bounced-check fees every month.
In the first part, I’ll also discuss the dangers of cosigning for your partner before marriage, prenuptial agreements, the financial pitfalls of shacking up (oh, sorry, I mean cohabitation), the dos and don’ts of sharing intimate details of your finances, and the financial conversations you should have after getting engaged.
In the second part of the book, “Then Comes Marriage,” I’ll discuss the foolishness of overspending for a wedding, as well as joint accounts, secret accounts, and household budgets. I’ll also talk about getting out of debt.
The third part, “Then Comes Baby in the Baby Carriage,” will give you tips on how to teach your children about money and pay for their education. 
Finally, the fourth part, “How You and Prince Charming Can Spend Well and Live Rich,” addresses saving, investing, retirement planning, and financial priorities—as well as what to do when living “happily ever after” means “separately.”
Ultimately, what I hope is that you and your man will find a way to have a relationship that is financially balanced. That balance can happen if you follow these three simple Cs—communicate, compromise, and set common goals.
When it comes to your money and your man, you will not live rich if you don’t find a way to communicate honestly about your financial differences. You will not live rich if you don’t learn to compromise. And you will not live rich if you don’t set common financial goals.
Follow the three Cs and you will be able to trust your man with your heart and your money.
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1
A MAN IS NOT A PLAN
There are a lot of women who don’t think they can become prosperous on their own. They think a man is a plan.
“As a single thirty-something female, I am growing increasingly disgusted with female friends who keep putting off financial planning—everything from contributing to a 401(k) to buying a house,” one reader wrote to me. “They say, ‘This will all be taken care of when I get married.’ These are grown women with real jobs who seem to think the little black dress they use to potentially attract ‘Mr. Right’ is a better investment than real estate.”
So should you wait to make major financial decisions until you get married? You’d better say no, because the reality is that Prince Charming may never come. Or when he does, he’s likely to be supporting his first wife and their children. Or he may have two nickels to rub together, but one of them belongs to somebody else.
The fact is, an increasing number of women will end up managing money on their own because they’ve been divorced or widowed or have never married. Consider this:
• Although the gap between male and female life expectancy has been closing, women still outlive men on average (which closed from 5.4 years in 2002 to 5.3 years in 2003). The average age at which a married woman will be widowed is fifty-eight. (It’s fifty-nine for women in a second marriage). A longer life expectancy for a woman means she has a longer time to accumulate wealth but also a longer retirement period to fund. While a woman who reaches her mid-sixties can expect to live approximately twenty more years, her salary, according to the U.S. Census Bureau, remains on average about three-quarters that of a man’s.
• Women spend an average of eleven years out of the workforce caring for a relative or children. That time is usually spent not saving for retirement. Women, therefore, have to save what they can when they can while working in the event that they do end up leaving their job to take care of a child or an aging relative.
• Women spend as many years caring for their elderly parents as they do raising their children. Research by the National Alliance for Caregiving found that nearly three-fourths of all caregivers for people over the age of fifty are women. Forty-one percent of these women are caring for children at the same time they are caring for elderly adults. Further, even if women have brothers with whom they might share the work, daughters spend significantly more time and money providing care for elderly parents than sons do.
• For typical women of retirement age, Social Security accounts for more than half their income. The average Social Security check in 2004 was $955 a month. Could you live on that?


For African-American women, the news is even more disconcerting. Although African-American women have made significant economic progress in recent decades, many still lag behind in most key economic indicators compared with non–African-American women, according to a report commissioned by the National Council of Negro Women and the Fannie Mae Foundation. Some key findings of that research include:
• Half of African-American women say they are just getting by or struggling. Forty-one percent have household incomes of less than $30,000, compared with 33 percent of all women.
• Two out of three African-American women are solely responsible for their family’s financial planning. African-American women are more likely to be solely responsible for their household finances in part because they are less likely to be married (54 percent of all women were married compared with 28 percent of African-American women).
• Only 41 percent of African-American women own their homes compared with 66 percent of all women. Most would like to own their own homes, but often don’t know where to start.
• Forty-five percent of African-American women have children under age eighteen living in their household. Of those women, 42 percent are single mothers.


All these statistics show that women can’t afford to wait for a man to plan their financial future. Don’t wait to get married to buy your home. Don’t worry that Mr. Right won’t like your house. If he doesn’t, you can sell and move.
It makes no financial sense to forgo the possibility of accumulating home equity waiting on the right man to come along. If you wait and never find a partner, you’ll be a renter without a house, or a man.
SINGLE AND FINANCIALLY SATISFIED
Only 30 percent of women describe themselves as “confident” or “a risk taker” when it comes to managing their finances, according to a survey of white, African-American, Asian-American, and Hispanic women age twenty-five and older commissioned by the American Institute of Certified Public Accountants.
This lack of confidence often results in women not investing at all or investing too conservatively.
Want to be financially satisfied whether you have a man or not? If so:
• Set financial goals for yourself. What do you want to do with the money you make—buy a home, car, take vacations every year? What will it take for you to live happily ever after financially? Will you be happy to work until you’re sixty-five, seventy-five, or eighty? Do you want to send your children to college? How do you envision your retirement? Consider these goals not with a man in mind, but in terms of whether you can achieve them on your own.
• Get a sheet of paper and write down your goals. Then go about making those goals a reality. Don’t just say you want to buy a home. Attend a first-time home buyer’s seminar. Talk to someone at your bank about the many mortgage options available.
• Set short-term goals (establishing a three- to six-month emergency fund), intermediate goals (saving for a down payment on a home), and long-term goals (saving for retirement).
• Figure out just where your money is going, which will require doing a budget. (See chapter 16 for more information on how to budget.)
• Develop a financial contingency plan. Do some estate planning so that your loved ones will know how to handle your assets after you die. I know this is a tough topic to handle. Who wants to plan for her death? But you must, especially if you have children. At a minimum, you’ll want enough savings to cover your funeral if you’re single. If you have children, you’ll want to leave at least enough to replace your earnings for a certain period of time, to cover the costs of hiring someone to fulfill your obligations at home, and to pay for your kids’ college education. Many professionals with families seek life insurance protection equivalent to eight to fifteen times their annual earnings to support their families adequately. (See chapter 26 for more information on buying life insurance.)
• Get a will. And yes, you should have one even if you are single. If you die without a will, a state court will step in and determine how your assets will be allocated. If you’re a single mom with minor children, the same court will decide with whom they will reside. And remember, if you’re in a serious relationship—but not yet married—your significant other may have no rights to your property, unless your will directs otherwise.
• Get disability insurance. Many single women make the mistake of thinking life insurance is more important than disability insurance. Yet these women are more likely to become disabled. Keep in mind that life insurance is supposed to take care of your dependents should you die. If no one is depending on your income to survive, then you don’t need life insurance. Disability insurance may be available through your job. If you already have an individual disability income insurance policy, update it annually to reflect any promotions or large increases in personal income.
• Make sure you’re participating in your employer’s retirement savings plan. Make a large enough contribution to take advantage of any matching funds your company may offer. If you don’t, you’re leaving free money on the table. If your employer doesn’t provide a retirement plan such as a 401(k), then be sure to max out your contribution to an individual retirement account or other tax-qualified personal retirement instrument. It’s also worth noting that changes to the tax code allow those over age fifty to save more in their 401(k)s and IRAs—what’s referred to as “catch-up” retirement savings.
• Pay attention to small expenditures. For a month, write down everything you purchase, and determine those expenses you can live without. Invest the money for those nonessential items in mutual funds. At some fund companies, you can open a mutual fund account and contribute as little as $50 a month. Most important, you’ll be establishing a regular pattern of saving and investing. And remember, you don’t have to be a total miser; instead of eating out five times a month, try cutting back to two.
• Remember, cash is better than credit. Stick to having one credit card for emergencies and to build good credit. Otherwise, limit your purchases to cash. If you do use credit, pay the bill off every month. If you can’t do that, you’re in credit card trouble. In general, use credit cards only if you plan on paying off the entire balance every month.


It’s wonderful if you do end up finding the right man to marry. But you don’t have to put your financial life on hold waiting for that person to help you make important money decisions.

2
A HOME IS WHERE YOUR WEALTH IS
Homeownership is without a doubt one of the primary ways people build net worth. Housing as an asset represents a significant share of a household’s total wealth. The Federal Reserve’s Survey of Consumer Finances found that more than 65 percent of the median household’s net wealth is tied up in single-family residential housing.
Home equity, or homeownership, constitutes roughly one-fifth of total household net wealth, according to a 2004 study commissioned by the National Association of Realtors and conducted by the Joint Center for Housing Studies at Harvard University. As reported in this study, more than two-thirds of households owned a home, but only about half owned stocks or mutual funds containing stocks. And fully six in ten homeowners had more home equity than stock equity. Only households with incomes of more than $100,000 had more stock wealth than home equity wealth.
Home equity is especially important to lower-income households. Among homeowners with less than $20,000 in annual income, three-quarters have more home equity than stock equity. Meanwhile, the median wealth of these low-income owners is eighty-one times greater than the median wealth of renters with comparable incomes.
Homeownership also gives you additional spending power. Home equity can give you the opportunity to access cash when you need it, for everything from buying a car to paying off credit card debt. In combination with today’s historically low mortgage interest rates and double-digit gains in home prices, homeowners have set near records of cashing out through refinancing and home equity borrowing.
This doesn’t mean you should use your home as a piggy bank to bail yourself out every time you overspend. But having a home with equity at least gives you options when you need money.
If you’re single, buy a home as soon as you can afford one. You don’t have to wait for Mr. Right to make this right financial move. And don’t worry that your man won’t like the house or neighborhood where you live. You can always sell your home and buy something both you and your spouse like.
So where do you start in the home-buying process? Here’s where:
• Clean up your credit. If you need to borrow to buy your home—as most people do—then you will need to get a mortgage. That means a lender will be pulling your credit reports and your credit scores. Before this happens, take steps to clean up your credit profile. Start by getting copies of your credit reports. You can get a free copy of each of your three major credit reports every twelve months from each of the nationwide consumer credit reporting companies: Equifax, Experian, and TransUnion. Just go to www.annualcreditreport.com. Once you have your credit reports, check to make sure all the information is correct and up-to-date. If you discover any inaccuracies, write to the credit bureaus to correct them. Later in the book, I explain how credit scoring works (see chapters 10 and 18).
• Determine how much house you can afford. The traditional rule of thumb is that you can buy a home that costs about two to three times your annual salary. But in many areas of the country, a heated housing market has rendered that rule useless. Still, don’t let the fear of rising housing prices result in your getting more house than you can afford. Generally, a lender will want your monthly mortgage payment to total no more than about 28 percent of your monthly gross income (that’s your monthly income before taxes and other paycheck deductions are taken out). However, it’s not unheard of for people to be paying as much as 40 percent of their income for housing. It’s a dangerous thing to commit 40 to 50 percent of your income to housing. To figure out how much home you can afford, visit www.hud.gov and search for “How much home can you afford.”
• Don’t worry if you can’t put down the usual 20 percent. No longer do home buyers have to put down 20 percent. A variety of lenders offer mortgages that require a down payment as small as 3 to 5 percent of the purchase price. Heck, you can even get a mortgage these days with no money down. However, just a warning: If you put down less than 20 percent, you will likely end up having to pay for private mortgage insurance (PMI). This is insurance you must pay for, but it actually protects the lender if you default on your loan. PMI is paid monthly along with the principal and interest payments. Nationally, the average annual percentage you pay for PMI is around 0.5 percent of your loan balance. So, for example, if your home loan is for $250,000, your PMI will cost $1,250 annually. You have the right, under the Homeowner’s Protection Act, to request cancellation of PMI when you pay down your mortgage to the point where it equals 80 percent of the original purchase price or if the appraised value of your home has met the 80 percent threshold. You also need a good payment history, meaning that you have not been thirty days late with your mortgage payment within a year of your request or sixty days late within two years. Also, you have to initiate the cancellation of PMI.
• It’s still all about location, location, location. Even if you’re single with no prospects of a husband and no children, still consider locating in areas with good schools. Why? Because when it comes time to sell, you will find that owning a home in a good school district can increase the value of your home.
• Get preapproved. Being preapproved by a qualified lender will save you the time and disappointment of looking at houses you can’t afford. A preapproval letter will also put you in a better position to make a serious offer when you do find the right house. A preapproval letter from a lender is different from being “prequalified,” which is just a cursory review of your finances that a real estate broker may make. Preapproval means a lender has actually looked at your income, debt, and credit history and determined how much you can afford to borrow.
• Check around for the best rates. I know this sounds simple, but some people are so anxious to buy a home that they fail to check around for the best mortgage deals. This is particularly true for folks who have poor or below-average credit scores. Even if you are credit-challenged, you can still negotiate with lenders. For example, if you have a below-average credit score (in the 625-to-650 range), you might offer to pay additional points. A point is a fee that equals 1 percent of the loan amount. If you borrow, say, $200,000, then one point would be equal to $2,000. Points are usually paid to the lender, mortgage broker, or both at the settlement. Paying one point will generally reduce your interest rate by approximately 0.25 percent. If you stay in the house for a long time—five to seven years or more—it’s usually a better deal to pay points. The lower interest rate will save you more in the long run.


Be sure to check around for loan programs through the Federal Housing Administration and Department of Veterans Affairs or similar programs operated by cities or states. These programs usually require a smaller down payment.
The U.S. Department of Housing and Urban Development (HUD) website has a lot of good basic information about home buying. HUD has also created a very useful computer-based program designed to help potential homeowners. The homeownership Web video modules explain the basics of buying a home. These modules, which are available in both English and Spanish, include the following: “The ABCs of Homebuying,” “Elevate Your Credit,” “Easy to Understand Mortgage Programs,” “Where to Find the Homeownership Money You Need,” and “Ten Homeownership Facts That Will Save You Thousands.” To find these modules, go to HUD’s home page and type in “Homeownership for All.”
Here are the various types of available loans:
• Thirty-year fixed-rate mortgage: With a fixed-rate mortgage, the interest rate is locked in for the life of your loan. The benefit of a fixed-rate loan is that your monthly mortgage expense is consistent, making budgeting a lot easier.
• Fifteen-year fixed-rate mortgage: This works the same as a thirty-year fixed rate—except, of course, you pay off your loan in fifteen years. With a fifteen-year mortgage, equity is built faster because early payments pay more principal.
• Adjustable rate mortgage (ARM): ARMs have become increasingly popular with home buyers because they offer a lower initial interest rate and payment than do fixed-rate loans. Adjustable loans are also worth considering if you plan to be in your home a short time. An ARM often enables you to qualify for a larger mortgage loan. With an ARM, your monthly mortgage payment may be fixed for a set number of years (three, five, or seven), and then be subject to change as often as once a year. Depending on the market, your interest rate could increase or decrease. The prospect of a varying interest rate can be scary, but many borrowers opt to take the risk to get their foot in the door of a home. Just be sure you fully understand the pros and cons. An ARM may make sense if you are confident that your income will increase over the years or if you expect to move in five or seven years—in which case you won’t have to worry about the interest rate jumping when the ARM’s initial term is over.
• Interest-only loan: Interest-only loans are just that—loans on which, at first, you pay only the interest on what you borrow. An interest-only payment option can come with a thirty-year fixed loan or an adjustable rate mortgage. The length of the interest-only portion of the loan can vary from three to ten years. After that, the loan converts to interest plus principal. The rates on interest-only loans can change as often as every month or be fixed for periods of three to ten years. In hot housing markets, people are doing whatever they can to get into a house. They fear that if they wait, homeownership will escape them. That’s one of the reasons interest-only loans have become extremely popular. And this type of loan is an easy sell for some buyers, because they can qualify for a higher-priced home. Let’s say that with a traditional mortgage product—where you pay both principal and interest—you would qualify for a $250,000 loan. With a thirty-year mortgage at 5.72 percent (the weekly average as of this writing, according to Bankrate.com), your monthly payment would be $1,454 (excluding taxes and mortgage insurance). But with a five-year interest-only loan at 4.68 percent, you could get a $350,000 mortgage with a monthly payment of $1,365.
• Forty-year fixed-rate mortgage: If you are in a high-cost housing market or rising interest rates make buying a home more difficult, you might consider a forty-year mortgage. Forty-year fixed-rate mortgages are essentially the same as thirty-year loans, but because the loan period is longer, borrowers can potentially qualify for larger mortgages. However, the extra ten years means paying more interest over the life of the loan. For example, if you have a $300,000 mortgage and the interest rate is fixed at 6 percent for thirty years, your monthly mortgage payment would be about $1,800, not including taxes and private mortgage insurance. Over the life of the thirty-year loan, you would pay about $348,000 in interest. The longer, forty-year loan would command a premium over the thirty-year rate. So getting a $300,000 home loan for forty years at a 6.25 percent interest rate would drop your monthly mortgage payment to about $1,700. However, your total interest payments would be more than $517,000. As you can see, the difference in interest is enormous, but the monthly payment savings isn’t. There’s also one other downside to this type of mortgage: The longer the loan, the more time it could take to build up equity.
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MAJOR MONEY MILESTONES
I hadn’t even started my first full-time job out of college when my grandmother, Big Mama, began to tick off the money milestones she expected me to reach by the time I retired. Pay off your house before you retire, she lectured me. Make sure you save early in your working career.
How do you know if you’re on the right financial path? When should you own your first home, begin saving for retirement, and buy life insurance? Make the right decisions early in your life and it can affect positively your family’s finances (with or without a husband or significant other) for years to come.
With the wisdom I gained from my grandmother and information from the hundreds of experts I’ve interviewed over the years, what follows is a general guideline to the money milestones you and your man should be shooting for during your lifetimes.
TWENTY TO TWENTY-NINE
• Make a habit of paying yourself before you pay any other expenses, including your mortgage or rent. Starting with your first paycheck, automatically set aside a specific amount for your savings (10 percent if you can). This is your emergency fund—your rainy-day money. And pulling out money for a vacation is not an emergency. This money is for the tough times, such as when you incur a job loss or a major car repair. If you don’t have a cash cushion, when that rainy day comes you will end up increasing your debt load (in other words, using your credit cards). To avoid raiding the account, don’t get an ATM card for it. You will need to have in your savings at least three to six months’ worth of your monthly living expenses. This includes your rent or mortgage, grocery, cable, cell phone, and average credit card bills—basically all the money you have to pay out each month.
• Start saving for retirement. Figure out in your twenties how much you need to save for retirement. The median amount accumulated by those who have done the math is about $66,500, compared with $14,000 for those who have not done the calculation, according to the nonprofit organization Choose to Save. You can find a good retirement calculator at www.choosetosave.org.
• Buy your first home. Yes, that’s right—even in your twenties you can become a homeowner. You might start with a condominium, town house, or small ranch house, but it’s possible to own your own home before you’re thirty. I did. I bought a condo at the age of twenty-two. I used a first-time home-buyer program that paid some of my closing costs and allowed me to make a small down payment. In addition, it’s important to investigate first-time home buyer programs early on in your career when your income is likely to be lower, because most of these programs have income caps. Had I waited another year, I would not have qualified for my state’s program.
“The habit of giving only enhances the desire to give.”
Walt Whitman
• Build giving into your budget. On average, American taxpayers give about 2 percent of their gross income to charities. How much you give is a personal choice. But whatever percentage of your annual income you choose to give, begin your working career by making giving a part of your financial plan. If you tithe—meaning you give 10 percent of your income to your church, synagogue, or other religious organization—starting early will make it easier to continue this practice.
• Get a will and a living will. Many women, especially single women, neglect to draw up a will, believing they don’t have much to leave anyone. But even a small amount of cash or possessions could benefit someone—a parent, a sibling, a niece or nephew. In a manner of speaking, we all have a will. It’s just not one that we’ve written. In addition to a basic will, you should have a living will. This document, which may also be called a health care directive or advance directive, spells out what kind of medical treatment you want should you become too ill to speak for yourself. For example, it will state whether you want life-prolonging procedures. You will also need to get a medical power of attorney, which allows someone you name to make decisions about your medical care.
THIRTY TO THIRTY-NINE
• If you’re married by now and/or have children who depend on your income, get life insurance. If you’re not sure how much you need, try the life insurance needs calculator created by the Life and Health Insurance Foundation for Education at www.life-line.org. Ideally, you want enough coverage so your beneficiaries could invest the death benefit and live off any interest earned.
• If you haven’t written a will, do it, especially if you have children and have amassed a lot of assets. Consider a revocable living trust, a legal document that explicitly details how your money is to be spent upon your death. In simple terms, you create the trust and put into it important assets—such as your home—along with instructions about how these assets are to be distributed. With a living trust, you transfer all your significant assets to the trust and specify beneficiaries. While you are living, you benefit from the assets held in the trust. Upon your death, the beneficiaries receive the assets. The cost of having this type of trust prepared can run between $395 and $2,500 or more. The primary reason for establishing a living trust is to avoid probate, which can be time-consuming and costly. However, in recent years, many states have streamlined the probate process, reducing the cost and time it takes to settle an estate.
• If you haven’t started saving for retirement, get busy. The longer you wait, the more you have to save.
• Start saving for college while your child is in diapers. On average, parents think they should start saving for college before their child is two, yet they don’t actually start putting any money away until their child is almost six, according to a national study by Fidelity Investments. Think compound interest. Let’s assume you start saving when your child is an infant. Given the cost of a public university education, an inflation rate of about 5 percent (for tuition, room, and board), and a growth rate of 8 percent on average over the years, you could fully fund your child’s education for $250 a month.
FORTY TO FORTY-NINE
• Even if you don’t want to be bothered with the detailed planning involved in creating a living will or trust, you should still take the time to write a simple will, specifying who gets what. There are do-it-yourself versions—on paper and on computer software—but if you can afford it, it’s best to have the will done by a lawyer. A lawyer can help you deal with tricky issues that may not be covered by the boilerplate do-it-yourself versions.
• If you haven’t started saving for retirement, it’s not too late. However, you will have to work longer than you planned.
• Buy a home. Homeownership remains the primary source of wealth for most Americans.
FIFTY AND OLDER
• Update your will or trust.
• If you haven’t bought a home, it’s still not too late. A fifty-year-old woman wrote to me concerned that she had missed the opportunity to own her own home. “I’m
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