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Financial Planning for Pre-Retirees

What is Financial Planning?

Financial planning is a comprehensive and custom process of
managing your money to achieve financial security and to meet
financial goals. Strategies are implemented to optimize wealth
accumulation and minimize your tax liability while implementing
risk mitigation strategies to protect your assets and achieve your
financial goals. Financial planning considers:

e Budgeting and cash flow management—understand how
you spend your money and identify areas to improve upon,
pay down debt, build a good credit history, and identify a
budget for savings.

e Savings and Investment Management—establish an emer-
gency fund, employer or self-employed retirement plans
(tax-deferred), and individual investment strategies (tax-free
and taxable accounts).

e Tax Planning—develop strategies to minimize tax liability
and optimize tax-advantaged accounts.

e Risk mitigation—protect income and assets with the use of
health, life, disability, property, auto and liability insurance.
Other strategies include the use of an emergency fund, Roth
IRAs, Health Savings Accounts (HSA), and taxable brokerage

accounts.

e  Estate planning—plan for the distribution of assets, accord-
ing to your wishes, after death. This includes wills, medical
directives, beneficiary forms, trusts, and powers of attorney.

Top 5 Benefits—For individuals in their prime earning years pre-
paring for retirement, the accumulation phase of your financial
lifecycle, working with a financial planner can be a powerful tool
to building a solid financial plan to meet your financial goals.

Align Goals with a Comprehensive Financial Plan
Strategic Retirement Planning

Strategic Tax Planning

Risk Management

vk N e

Debt Management
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1. Align Goals with a Comprehensive Financial Plan — Most indi-
viduals will have competing priorities with varying timelines for
goals such as, pay off debt, retirement savings, college savings
for children, career changes and transitions, caring for elderly
family, real estate transactions, home improvements, etc.
Without a comprehensive plan, resources can be misallocated,
and financial decisions may be driven by emotions.

e  Build a clear roadmap to achieve financial goals. Early iden-
tification of shortfalls and annual reviews allows time to
implement recommended strategies.

e Balance short-term and long-term goals.

Conduct retirement needs analysis to determine retire-
ment savings goal.

e  Project future retirement income from employer and self-
employed retirement plans, Social Security, other tax-
advantaged accounts, potential real estate transactions
and inheritance.

2. Strategic Retirement Planning — Savings and investment deci-
sions can have amplified long-term impacts on a retirement
plan. Financial planning includes running projections for vari-
ous scenarios to identify plan pitfalls and develop mitigation
strategies.

Create an investment strategy that balances growth with
appropriate risk. Investment strategies should be custom-
ized to your risk tolerance and capacity.

Optimize employer benefits such as Health Savings Ac-
counts (HSA), matching contributions to retirement plans,
stock options, etc.

e  Maximize retirement savings and investments utilizing
employer-provided qualified retirement plans, IRAs, self-
employed retirement plans, tax-free accounts (Roth IRA),
and taxable accounts (brokerage).
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3. Strategic Tax Planning — Smart and informed tax decisions
made now can help reduce your lifetime tax burden and identify
opportunities for tax-advantaged strategies.

e Coordinate pre-tax and post-tax contributions to retirement
plans.

e Manage capital gains and tax-loss harvesting.

e Project and identify lower tax-liability years for future with-
drawals and Roth conversion opportunities.

4. Risk Management — During an individual’s prime earning years
it is vital to protect income and assets from potential negative
life events such as a serious illness or accident, disability, pre-
mature death, or even a civil lawsuit.

e Mitigate risks that could derail your retirement plan and
other financial goals.

e Review health, life, disability, long-term care, and personal
liability umbrella insurance needs.

e Review beneficiary designations for all banking and invest-
ment accounts to ensure your assets are passed per your

wishes.

5. Debt Management — Current debt can impact your ability to
save for retirement as well as qualify for and obtain competitive
interest rates for new loans, such as a home mortgage.

e Develop a strategic debt payoff plan, such as paying off your
mortgage before retirement.

e Consolidate and pay off unsecured debt.

e Manage student loan debt and identify opportunities to
consolidate, refinance, and/or loan forgiveness programs.

e For rental properties, balance investment costs, to include
mortgage debt and insurance coverage, with expected rent-
al income.

Final Thoughts

Choosing a trusted fiduciary, someone who prioritizes your
needs above their own, can be an important step in providing
your financial security and ability to meet financial goals. To get
a better idea of the breadth and detail of NovaPoint’s financial
planning process, check out this Sample Financial Plan for Pre-

Retirees. At NovaPoint, our investment, wealth management,
and tax experts can help advise you on your employer benefits,
developing a retirement plan, managing debt, optimizing tax
strategies, and planning for various financial goals. If you want a
trusted partner to manage your money more wisely and devel-
op your own financial plan, contact us here.

Written by Meghan Hoover, Investment Associate, Financial
Planning Team

NovaPoint - Financial Planning and Wealth Management
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