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T R A N S C R I P T 

Five money musts 

 

Kelly Lannan: Awesome, thank you so much.  And hi everyone out there.  As 

Jonathan said, my name is Kelly, and I am so, so happy to spend the next 

about 40 minutes or so with you, educating you on some financial basics.  

Now, I’ll quickly introduce a little bit more about myself, you should know 

who’s actually the one talking to you.  But we’re going to have some fun.  

Now, I know that probably none of you guys woke up this morning and was 

like, “Yay, I get to learn about finance!”  And I fully realize that and recognize 

that.  But really, the goal of today’s session is to give you guys some financial 

smarts.  For you guys to walk away after our time together feeling a lot more 

confident when it comes to your finances, because at the end of the day guys, 

money touches every aspect of our life, and money can also lead us to do the 

things that we care about and the things that make you happy.   

 

So real quick, just a little bit about me to kick off.  So, this is me, Kelly.  I am 

located in Boston, Massachusetts.  During quote unquote “normal times” I sit 

at our headquarter location, Fidelity’s headquarters is in Boston.  My job, I am 

what we call a squad leader, and basically that just means I run a team, and I’m 

responsible for engaging our next generation of investors, our next generation 

of customers, people just like each and every one of you out there listening 
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today.  I am a social media thought leader, if you have LinkedIn or if you’re 

interested in learning more, or kind of following my life and seeing what’s 

going on, as well as hearing my stories and learning from my stories, please 

follow me.   

 

And more important, and this is why I love this slide, I am the proud parent of 

Dolores.  This little darling Bernese Mountain Dog is Dolores, she’s a brand-

new puppy, yes, my husband and I, we fell into the quarantine puppy club, 

and we got a puppy a few months ago, Dolores is about four months old.  We 

were really able to take some of the money that we probably would have 

spent elsewhere, either traveling, going to weddings, doing other things, and 

we put it to Dolores, and she’s unreal.  She’s unbelievable.  So, any of you 

puppy lovers out there, I get it, this is my first dog, my parents never let me 

have a dog growing up, and we absolutely love her.   

 

So, this is a little bit about me.  And as I mentioned, what are we going to learn 

today?  Why am I right here in front of you?  So, I do work for Fidelity 

Investments, we are 70 years old, really where we try to engage people like 

yourself is just really with straightforward, simple education, so you can feel 

more confidence with your money smarts.   
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But today’s workshop, really what it’s about is helping you make smart choices 

with what you’ve got, and really helping to build that solid foundation for the 

future, which is five simple money concepts.  Now are you guys going to walk 

away from this session knowing everything there is to know about finance?  

No.  That’s just not realistic.  Really what today’s meant to be is to give you 

guys a few things to hold onto, a few things for you to take with you, and 

continue to ask questions, to ask your friends, family, to do online searches, 

and really take that next step towards financial competence.  We’re in the 

business of dreams.  Making all of your dreams come true, and we’re hoping 

that you guys can use the education you have today in order to kind of lead 

into your future financial decisions in the future.   

 

So, I’m going to start with a quick question.  Now unfortunately I can’t see all 

of you guys, I also can’t really necessarily do a poll, but I’m just going to ask 

you guys to think, okay?  Just think.  What would you do with $1,000?  So, let’s 

say I sent each and every one of you an envelope stuffed with $1,000 worth of 

cash.  What would you do with that?  Yeah, I hope -- I’m sure y’all have 

something in your mind, okay?  And I know obviously times have changed, 

your answer today might be very different from a few months ago.  But what 

would you do with this money?   
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So, no matter who we’re giving this presentation to, okay, regardless of age, 

regardless of where they live, we always really see two buckets.  The first 

bucket is that people would take this money and they would spend it on the 

things that make them happy.  They would buy new clothes, new shoes, they 

would go to fancy dinners, go on trips.  These are the things that again, make 

them happy, but could they maybe live without them?  Sure.  Now the second 

bucket is composed of people who would take that money and invest it, or 

save it, or pay off student loans, or pay off their debt, or pay their bills.  Now 

this is consistent.  We see people who maybe spend it on themselves, and we 

see people who would put it towards kind of the essential items in their life.  

And now, the important thing to know, and you’ll hear a little bit about this 

today, is that you should be able to do both.  Okay?  When it comes to your 

money, you should be able to both save it for the future, as well as spend it on 

the things that make you happy.  And you’ll see again a few of those themes 

throughout today’s time.   

 

Now the five money musts, okay?  Five core money concepts.  Now, how did 

we boil it down to just five?  And really, what we did is we talked to both 

college students, and recent grads, and people of all different ages, and we 

asked them a question.  What were those things you wish you learned while 

growing up that if you just learned a little bit more about, you’d feel a heck of a 
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lot confident once you were out there in the real world?  And time and time 

again, we heard a theme.  We kept hearing these five things continually pop 

up.  So, we have budgeting, credit, debt, investing, and retirement.  The five 

money musts, and we’re actually going to go over these five core money 

concepts piece by piece during today’s time. 

 

Now, I’ll just use myself as an example, and I’ll use myself often.  I made a lot 

of money mistakes, I’m going to make fun of myself, so you guys can learn 

from my mistakes, or maybe relate to some of what I’m sharing.  But I went to 

college, I am nowhere near an athlete like any of you guys at all -- I’m so 

impressed.  But I actually was a Division I athlete in college, I played ice 

hockey, and I went to a small school in upstate New York, and this was a liberal 

arts college.  And I graduated a double major in history and political science 

and played my sports.  And you know, what could I do with those majors?  

Nothing.  I’m joking, of course, but I really wasn’t necessarily taking any 

classes, nor did I have access to any education that could make me feel 

comfortable once I graduated.  And when I did graduate, and I moved back 

home to Boston, I kind of looked around, and I was like, what the heck were 

they teaching me in college?  So again, the hope is that you take away a few 

concepts from today’s session.   
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So, the first concept is budgeting.  Okay?  And this is really the foundation.  

And when we come to budgeting, it’s really about making the most of what 

you’ve got, even when sometimes it doesn’t feel like very much.  Now again, 

you know, just think as I’m asking these questions, have any of you guys ever 

spent more than you intended in a given month?  I know I have; I’ll raise my 

hand.  How about a weekend?  Yeah no, I have too, it’s called Monday, right?  

Okay, you get past the weekend, you’re like oh my goodness, what did I spend 

my money on?  And has anyone been faced with an unexpected expense?  

Yes, me too, me too, I know, I feel like there’s hands nodding all around.  And 

guys, this is life, right?  This is a part of life, and so what we realize is that we 

didn’t want to formulate a rule where you were forced to keep track of every 

single little thing you were spending your money on.  Because what if you had 

a rough month, or a rough weekend?  We didn’t want that to completely erase 

all the progress that people made towards their budgeting and keeping track 

of their money.  And honestly guys, this is the best example, and I use this a 

lot.  I always think of a good friend of mine, okay?  A good friend of mine, 

super healthy eater all during the week, all right?  Eating salads for lunch, 

dinner, etc.  And then we get to Friday, end of the day, and we all meet up, 

maybe have a drink or two, and then what happens is, we order some food, 

and what do you guys think she orders?  Do you think she orders a pizza, or a 

salad?  Yeah, she orders a pizza, she orders a slice of pizza, and then once she 
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has one slice, she has another slice, and another slice.  Instead of just ordering 

something else, like a salad or something healthy, in her mind, that simple 

little slice of pizza has completely thrown her off her diet, and diet starts again 

Monday.  And this is the same with budgeting, and we see this all the time, it’s 

human nature.  We never want, you know, a rough weekend or unexpected 

expense to throw us off from our budget.  And so that’s why we’ve created a 

really simple budgeting tool that each and every one of you should hopefully 

lean into going forward. 

 

Before we look at that, we first wanted to take a look at where our money 

goes.  We’ve really lumped it into four separate buckets.  Okay?  The first 

bucket is the essentials.  And when I say essentials, these are the things you 

simply cannot live without.  Okay?  Think of the things that, you know, if you 

didn’t pay them off in a given month, or a different week, you might find 

yourself in trouble.  Bills, for example, student debt payments, you know, the 

essential expenses.  Some food, you know.  A girl’s got to eat.  These are the 

essentials.  The next bucket is nonessentials.  And nonessentials are those type 

of things that sure, do you absolutely need the fanciest shoe, or the fanciest 

piece of clothing, or do you need to go to those fancy dinners?  No, not 

necessarily.  But these are also the things that make us happy.  Okay?  Our 

nonessential expenses.  The third bucket is short-term savings.  And when I’m 
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speaking about short-term savings, I’m specifically going to reference 

something called an emergency fund.  And we’ll take a look at an emergency 

fund in just a second.  And the fourth -- excuse me, and final bucket, is those 

longer-term savings.  This could be something like saving for a car in 4 years, 

or saving for a house in 10 years, or something that Fidelity knows very well, 

saving for one’s retirement in the future, because at the end of the day, no one 

wants to work forever.   

 

So now that we know the four buckets where our money goes, we are going to 

get into our budgeting rule.  The 50/15/5 rule, okay guys?  A lot of fives.  The 

50/15/5 rule.  So, the first bucket is the 50.  Now 50 percent of the money 

that’s coming in, okay, the money that you are making, should go towards 

your essential expenses.  And if you remember from just a minute ago, these 

are the things you simply cannot live without, okay?  The things you have to 

budget for each and every month, each and every week, in order to pay your 

bills and really make it okay with your money, okay?  So that’s 50 percent.   

 

Now 15 percent is our middle bucket.  And 15 percent is actually composed of 

two separate things.  Okay?  And this is the money that’s going towards your 

retirement.  We will speak a little bit more about retirement when we get to 

that part of the section, but what this 15 percent is, it’s any money you yourself 
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are putting towards your retirement.  Okay?  So, any money that’s coming out 

of your paycheck, that should go into this 15 percent bucket.  Now also what 

makes up this 15 percent, because honestly if I was in your shoes and 

someone was telling me 15 percent of my money’s going towards retirement, 

I’d be like wow, that’s a lot of money.  But what this means, again, is not just 

the money you yourself are putting towards your retirement, but if you’re lucky 

to have an employer-sponsored retirement plan, either called a 401(k) or a 

403(b), it also is the money that your employer might be giving towards your 

retirement.  This is something called a match, okay?  What a match is, is your 

employer saying hey Kelly, you know, I like you, you’re a great employee, I 

care about you, I care about your future, and what I’m going to do is any 

money you’re putting towards your retirement, we’re also going to match a 

percentage of that.  So, when I look at my 15 percent, it’s composed of two 

numbers, okay?  Any money you yourself are putting towards your retirement, 

as well as any money a future employer is also putting towards your 

retirement.  And this is just important to know it, okay?  I know you guys are all, 

you know, busy, you have jobs right now, competing on the U.S. Ski and 

Snowboard team, but as you’re looking through future careers, or future 

opportunities, you know, in your current field or other things, always make 

sure you ask these questions, okay?  Ask future employers hey, what are your 

benefits that you’re offering me to come work for you?   
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So that’s where that 15 percent comes in.  You’re putting money and your 

employer’s also giving you money because hey, they care about you, and they 

care about your future.   

 

The final bucket, the 5 percent, this goes towards your emergency fund.  And 

what an emergency fund is, it’s money set aside in case the unexpected 

happens.  And again, that’s life, okay?  We can -- we never know what’s going 

to happen, if we get a flat tire on the way to work, or we own a home one day, 

and our sink breaks, or something else, you always, always want to make sure 

that you have money set aside in case of an emergency.  Now that equates to 

roughly 5 percent of your savings.  In fact, Fidelity recommends having 

anywhere from three to six months of your essential expenses within your 

emergency fund.  But I’m going to tell each and every one of you guys today, 

okay, that just do what you can.  Okay?  Do what you can.  If that’s $25 a 

month, $25 a week, $25 every other week, whatever you can do to put aside 

towards your emergency fund, you’ll be a lot better off in the long run.  You 

never, ever want to be in the position where something happens that you 

didn’t foresee, and you’re in a really rough spot, because you simply were 

unable to have money to pay for it.  And so again, emergency fund.  Now if 

you total this up, that equals 70 percent, and what this means is that the 
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remaining 30 percent is for you.  Okay?  It’s for you to do as you see fit.  That 

goes in that nonessential category.  So, if you’re someone who really loves 

buying fancy clothes, or really loves to buy those fancy dinners, that’s for you.  

And what we’ve done is we’ve made a rule flexible enough so you can still 

prepare for your future, you can still maintain your financial health, as well as, 

you can have some fun in your life.  Because guys, let’s face it, life is more than 

just pinching pennies, but we want to make sure you’re set up in your budget 

so you can spend the money on the things that make you happy.  So that’s our 

budgeting category and the 50/15/5 rule.   

 

Now I’m going to go into our next section, which is credit.  And you know, 

really for me, credit was something that almost kind of really kind of blew my 

mind when I graduated college.  My parents, awesome people, Mike and 

Paula Lannan, amazing, but they weren’t necessarily my financial role models.  

And in fact, they almost in a way scared me away from ever getting a credit 

card.  They were very big advocates of always having a debit card, and credit 

cards are scary, and you can get in a lot of trouble if you have a credit card.  

And you know, to be honest, they weren’t wrong.  And you’ll see a few rules 

here, because so many people, if they’re not educated enough when it comes 

to credit, they can get themselves into trouble, and that’s what we want to 

avoid in the overview of this section.  But the other thing about credit, which 
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again I didn’t realize until I graduated, is that, how do you build credit can help 

to determine how you use credit.  And my example is I was moving back to 

Boston, I was looking for an apartment, didn’t want to live at home with my 

parents, and we found a great place, my friend and I, and the realtor came 

back and was like, “Hey you guys are all set, landlord loves you, but hey Kelly, 

you have to get someone to cosign on the apartment for you, because you 

have no credit.”  And I was like, “Well what do you mean I don’t have credit?  I 

have this thing called a debit card.”  And you know, Kelly, at the time, I thought 

my debit card was a credit card, because I was swiping the thing like it was a 

credit card, and guys, spoiler alert, you can laugh at me, you can make fun of 

me, you know, in your homes as you’re watching this, but it’s not the same 

thing.  But I didn’t have a credit card, I wasn’t building credit cards, so when a 

landlord was looking to see if they could trust me to actually pay my rent each 

and every month, they were looking to understand if they could trust me by 

looking at my credit score.  Okay?  And what a credit score is, and we’re going 

to look at what makes up a credit score in just a second, is think of it as a report 

card.  Okay?  It’s a report card.  And it’s a report card for better or worse, it’s 

how people know whether they can trust you with certain things.  Whether in 

my case, it was someone actually allowing me to rent out their apartment, or 

one day getting a home loan, or a car loan, and so that’s what a credit score is.  
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And like any report card you had, or any course in school, there are things you 

can do always to improve upon that credit score.   

 

One of the most important things to first understand is what actually goes into 

that credit score.  So right now, we’re going to look at what goes into a FICO 

credit score, and this isn’t a Fidelity thing, okay?  This is -- FICO actually has 

established this, and it actually helps to determine what your score is, what 

your report card is.  The higher the score, the better, okay, it goes up to 800, so 

you always want higher, think of that as like the A-plus, so you want a higher 

credit score.   

 

But these are the different buckets that go into this, into your score.  The 

biggest bucket that you’ll see right here is something called payment history.  

So, what is payment history?  So, payment history is if you’re paying your 

credit card on time, and you’re paying at least the minimum.  Okay guys?  

Paying on time, at least the minimum.  That is the bucket that makes up 

payment history.   

 

Now, even though I never had a credit card growing up, and even though my 

parents tried to sway me away from doing it, what they did tell me, when I 

finally got a credit card, and I’m going to tell each and every one of you guys, 
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and this is very important, is that when you do have a credit card, and I’m sure 

many of you guys do already, you always, always want to treat that credit card 

like it is a debit card.  Okay?  I’m going to say this one more time.  Always treat 

that credit card like it is a debit card.  Now what do I mean by that?  What I 

mean by that is never put more on that credit card than what’s physically in 

your bank account.  Okay?  Never put more on that credit card that’s physically 

in your bank account.   

 

Now some of you guys may be listening, like well duh Kelly, of course I know 

that.  But so many people get in trouble because they treat their credit card 

like it’s fake money, which it is absolutely not.  So again, always treat your 

credit card like it’s a debit card, and always pay your bill on time, and pay at 

least the minimum.  And in fact, I would encourage all of you guys to, when 

you’re paying that card off, pay it off in full each and every month.  So if you 

put $200 off that card, you know, a month, sure you can pay it on time and pay 

at least the minimum, but if you’re only paying that $35 minimum, what 

happens, that interests gets tacked on.  And now that original $200 charge, it 

becomes 220, 240, 250, so again, always make sure you’re trying to pay that 

sucker off in full if you’re able to do so.   
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The second bucket is credit utilization.  And what this means is, is how much of 

your available credit limit you’re consistently using.  Now, we sometimes 

associate the 30 percent that makes up your credit score with also the rule of 

30.  What the recommendation is, is to try to stay around that 30 percent 

available credit limit.  So never spend more than 30 percent of your available 

credit limit on your card.  Now the number’s kept low on purpose, because 

what happens is, if you’re constantly bumping up against that 100 percent, 90 

percent, again credit lenders, they don’t know the difference between us.  

They don’t know the difference between me and Jonathan, and what they 

might see is that oh wow, Kelly’s really struggling to pay her bills, and she’s 

always bumping up against that limit.  And that could reflect negatively, again, 

on my credit score.  So, credit utilization, try not to spend above 30 percent of 

that available credit line.  Now of course, it happens every so often, and that’s 

fine, but really what your credit score is all about is consistency, okay?  It’s 

consistently exhibiting good financial habits.   

 

The third bucket is length of history.  And this actually is how long you’ve 

actually been building your credit.  Now for me, I didn’t really start building my 

credit until I graduated college, which was over 10 years ago at this point.  

Now although 10 years seems ancient, and I feel ancient, it’s actually not a 

whole lot of time.  In fact, sometimes, if I go to check my credit score, one of 
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the things that’s cited on why my score is not higher is because in the grand 

scheme of things, I haven’t been building my credit for that long.  And so 

length of history, once again it’s about building good habits, credit lenders and 

others look at this as like oh wow, you know, she’s been steadily building her 

credit over an extended period of time, and as a result, I can trust Kelly, okay, 

to pay my rent, pay her rent every month, or pay back this loan that I’m giving 

her.  So that’s really that length of history.   

 

The next is credit mix.  And this is how much available credit or lines of credit, 

and in many cases their viewed as debts you have under your name.  So, I’ve 

been talking a lot about credit cards, that’s only one bit of this credit mix.  

Something else could be a car loan.  A mortgage, if you want to have a home 

one day.  Student loans, if some of you guys had to actually pay loans in order 

to go to school, or go to school one day, that all is compilated into your credit 

mix.  And if you have a variety of lines of credit in your name, credit lenders 

will be like oh wow, look, she’s balancing her finances well.  She’s able to 

balance all these different lines of debt.  Now does this mean each and every 

one of you guys should go take on student loans, buy a car, open -- buy a 

home?  No way, because remember, the biggest chunk is payment history.  So 

you have -- are opening all these lines of credit in order to kind of check this 10 

percent credit mix box, excuse me, but you’re not able to pay off your card, 
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again, it’s very detrimental to your report card, to your credit score, at the end 

of the day.   

 

The fifth and final bucket is new credit.  So how many of you guys have gone 

to the store, and you’re about to pay, and you were super excited, and of 

course, the register says, “Hey, would you like to save 15 percent off your 

Target purchase today if you open a Target card?”  I’m sure we’ve all said -- 

we’ve all heard and said that before.  You don’t want to say yes every time 

that’s offered to you.  (laughs) I often get this question; how many credit cards 

is the magic number?  And honestly, there is no magic number.  I can tell you 

like especially for people just starting out, less is always more.  Because you 

want to try to build your credit in a responsible way, so you never want to say, 

you never want to say yes every time you’re offered the chance to open up a 

new line of credit.   

 

Now as I mentioned, in like any report card or test score that one might have, 

is that there are ways to improve that credit score.  And so, this very simple 

action plan is something that I want you guys to take away from today’s credit 

session.  So, the first thing is check your credit health.  Now guys, are you all 

going to the doctors at least once a year?  Yes, yes?  Okay, you should be 

going to the doctors at least once a year.  And just like you go to the doctors 
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once a year, you also want to make sure you’re checking your credit health at 

least once a year.  But the good news is, is that nowadays, depending on your 

credit card company, and even some companies if you don’t even use them, 

you know, you can check your credit score each and every time you log in to 

check your balance.  And you want to make sure you do that.  In fact, if you 

haven’t done so in a while, hey while you’re listening to me talk, definitely I’ll 

allow multitasking, go and check your credit score, and just so you know 

where you fall in the range.   

 

The second bucket is build credit as needed.  As I use my example of my 

apartment, my first apartment in Boston, sometimes no credit can be just as 

detrimental as bad credit.  I mean, I was lucky, I had someone who could 

cosign on my first apartment, but what if I hadn’t?  You know, I don’t know 

what I would have done.  So again, build credit as needed, and there’s always 

a responsible way to do it.  If anyone on this call is unsure, or is kind of going 

back and forth, again, it’s got to be a personal choice, but something I always 

tell, especially the students that I’m speaking to is get a credit card, put a 

single bill on there, okay?  Put a single utility bill, your Netflix bill, your Hulu 

bill, on there.  Hide your card from yourself and set it to automatic payments.  

So that way you’re building credit in a responsible way, yet you’re not 
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constantly leaning in and using that credit, especially if you’re worried about 

not being able to consistently pay it off.   

 

Next is check your debt load.  This is the rule of 30, credit utilization.  Always 

try to stay under 30 percent of your available credit limit.  The fourth piece is 

read the fine print.  You always want to make sure you understand the terms of 

your credit card.  For a lot of people out there, and I’m sure you guys see it and 

get it all the time, you get these offers, you know?  Hey, this credit card is free 

for the first five years, and then after five years, it’s now $500 a year, or 0 

percent interest for the first 18 months, and then it’s 18 percent interest after 

that.  So, you always want to make sure you read the fine print.  I actually was 

told this story by actually a Fidelity employee, who was telling me how they 

didn’t read the fine print on their credit card, and they ended up cancelling 

their card, because after a certain period of time, they were paying like $350 a 

year for a card that they were barely using.  So, they cancelled it.  And by 

cancelling it, it actually cut the length of her credit history in half, and her credit 

score dropped by 200 points.  So, this is very important.  Always, always read 

the fine print. 

 

And finally, always pay on time, and pay at least the minimum.  This is how 

you’re able to achieve that A-plus credit score.   
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Now we’re going to move onto debt.  And to be honest, like we will all find 

ourselves in debt at some point in our life.  And it stinks!  Debt is not a fun 

thing.  It’s stressful, it emotionally wears on us.  Even the so-called good debt.  

Because there is good debt and bad debt.  Now, bad debt, as I already kind of 

alluded to, a perfect example is credit card debt.  It’s something that, you 

know, not only again, emotionally wears on you, but if it affects your bad credit 

score, can limit all the things you want to do in your life one day.  But there is 

also good debt.  A perfect example of good debt, again, I highlight time and 

time again, is student loan debt.  Sure it still stinks, I’m not trying to say that, 

sure the emotions are still there, but when it comes to student debt, a lot of 

people need to take it on in order to educate themselves to one day further 

their career and education.  And so again, there’s good and bad debt.   

 

Well one of the most important things when it comes to debt is debt and 

savings should really go hand in hand.  And what does this mean, exactly?  So, 

debt and savings should always go hand in hand, and for a few reasons.  The 

first is, think about a time when you would have saved more, and you could 

have maybe paid yourself, or paid your way out of debt a lot quicker, paid off 

some of that credit card debt, or other debt.  Or think about a time when you 

could have saved more, and you were able to have an emergency fund, and 
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something unexpected happened, and you could pay it off, and you didn’t 

have to take out a loan, or ask to borrow money.  Or another example is, you 

never want to necessarily prioritize paying off your debt at the expense of 

saving for your future.  So, let’s say, you know, you have student loan debt and 

you hate it, you hate it, and you have $200,000 of it, and you decide you’re just 

going to bulldoze your way towards that, you’re constantly going to pay it off, 

everything is going to go towards that.  And so, guess what?  You turn 55, yay, 

I have no more student loan debt!  You have a celebration.  Then you kind of 

look around, because you actually didn’t end up saving for your retirement, 

because everything was going towards your debt, and as a result, you’re going 

to have to work until you’re 120 years old.  So again, another example.  We 

just never want someone to bulldoze their way towards debt at the expense 

for thinking about the other things in life that they might have to save for, and 

retirement is usually an example we cite. 

 

So, like anything, Fidelity has a nice little six-step process to help you guys 

think about your debt, and how you can pay it off.  So right here, we’re going 

to go through this.  I’ve touched a few things about an emergency fund.  So, 

number one example is build an emergency fund.  Again, in case the 

unexpected happens, you always, always want to make sure you have money 

set aside in order to do so, because you know, you never want to go further 
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into debt because you have to, you know, ask to borrow money, or take on a 

loan in order to get yourself out of a sticky situation.  So that is the number one 

step.  Okay?  Number one step before you even think about paying off your 

debt.   

 

The next step is contributing up to the match on your 401(k).  I already kind of 

touched upon this a little bit, and we’ll also see it again in retirement, but a 

401(k) is an example of an employer-sponsored retirement plan.  It’s basically 

an account that your employer helps set up for you as a way to help you save 

towards your retirement, so you don’t have to work until you’re 120 years old.  

If one day you go into the nonprofit sector, for example, it’s called a 403(b), 

we’re also going to see a few examples of an individual retirement account.  If 

you don’t have the opportunity to get a retirement plan through your 

employer, that doesn’t mean you don’t have to think about your retirement.  

So, we’ll look at those examples in just a little bit.   

 

But step number two is contributing up to the match on your 401(k).  The 

reason being is, this is essentially like free money, okay?  You never want to 

leave free money on the table, it’s like me sending you guys that $1,000 at the 

beginning of today’s session, and you guys sending it right back, “You know, 
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I’m good Kelly, I don’t need the money.”  So, you always want to contribute up 

to the match in your 401(k).   

 

Next is you want to pay off high-interest credit cards.  Okay?  Now notice that 

the first two buckets, a lot of them is about saving.  And now, we get into how 

you’re going to pay off your debt.  So, the number one rule when it comes to 

debt, guys, is nothing, nothing, will make your debt grow quicker than interest.  

So, you always want to take a look at the different debt or lines of credit you 

have under your name and take a look at the interest rate.  And that can help 

be a guiding force.  Excuse me, a guiding force into what you should be 

paying next, or first. 

 

So, the third step, again, is pay off those high-interest credit cards, for a few 

reasons.  Number one, okay, high interest rate, you always want to take a look 

at that.  And number two, as seen in our last section, we want to ensure that 

you’re properly and responsibly building up your credit score.  And so that’s 

why we always recommend tackling those high-interest credit card debt first, 

before any other type of debt you may have.   

 

The next buckets gets into student loans.  So, a lot of people, okay, sometimes 

have both private student loans, as well as government or federal student 
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loans.  And often, but not always, again you want to make sure you check that 

interest rate, the private student loans have a higher interest rate than those 

government or federal student loans.  So once again, let the interest rate kind 

of be one of your guiding forces, take a look at your interest rate, and you want 

to tackle those private student loans if they have a higher interest rate than 

some of those government or federal student loans. 

 

Now the next two buckets, honestly, can usually go back and forth.  Sorry 

guys.  One sip of water.  The next two buckets, steps five and six, can honestly 

go back and forth, but what we’ve found is that contributing even more to your 

401(k) can often benefit you more in the long-term than tackling some of those 

lower interest loans last.  Now that doesn’t mean that some of those lower 

interest loans don’t carry the same stress and emotions as those higher 

interest loans.  And we’re not trying to say that.  But what we’ve seen through 

our research and our data is that contributing even more to your 401(k), you 

can sometimes take advantage of the stock market, even though yes, risk is 

definitely associated with it, but you can sometimes take advantage of the 

stock market, take advantage of something called compounding, which we’ll 

see in just a little bit, and that can benefit you more in the long-term.   
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So, this is our six-step process.  As you can see, it’s a combination of both 

saving, and thinking about your future, as well as thinking about paying off 

your debt.  Because at the end of the day guys, you can do both.   

 

So, we’re going to get into our final two categories, and honestly, a lot of times 

these do go hand in hand.  The first bucket is investing.  Now for me, investing 

is something, I have to be honest, it still kind of scares me sometimes.  And a 

big reason is that I graduated middle of a recession, yes, stellar time to enter 

the workforce.  I mean literally, our graduation speaker guy said to us like, 

“You can be anything you want, just maybe not right now.”  So, you can 

imagine, you know, all the feelings kind of entering the real world.  And 

investing was really scary to me, because my perception of the stock market 

was something that was causing people not to get jobs, and lose money, and 

as a result, even today, I am naturally more risk-averse, and a lot of people my 

age, and sometimes younger, are risk-averse as well.  But the thing about 

investing is that you need to educate yourself on it.  And that’s why it’s so 

important you’re here and you’re listening to that, and again I’ll share a few 

helpful tricks as we’re going through these next two sections. 

 

So, when it comes to investing, I want you guys to remember something, and 

something called compounding.  And what compounding is, is returns on top 
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of returns on top of returns.  It’s making money not just on the original amount 

you put in, but any interest that accumulates as a result of that original 

amount.  So, for example, and again I’m just going to use fake hypothetical 

numbers.  Let’s say you put $100 into the stock market, and let’s say the 

market’s doing great, and you’re averaging about a 10 percent rate of return, 

you’re now making money not off that original $100, but $110.  And it 

continues to compound year over year, month after month, whatever 

timeframe you’re looking to take advantage of.  Of course there’s risk involved, 

especially compared to a savings account, but typically, a savings account, 

unless it’s a high-yield savings account, so I will say that, typically savings 

accounts do carry a lower interest rate than the stock market returns, and as a 

result, you’re not taking advantage of compounding like you would if you are 

investing your money, and making it work a little bit harder for you in the stock 

market.   

 

So, when we think about investing, it’s very important to think both short and 

long-term, okay?  So short-term, you know, anything roughly zero to five years, 

longer term five-plus years.  And the reason we think this way, because when it 

comes to investing, it’s typically for those longer-term things, okay?  For those 

things that are much further in the future.  And a big reason for that, especially 

when it comes to buying a house in 10 years, or saving for your retirement, and 
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especially because you’re younger, is that when you’re investing, okay, for the 

longer term, you have the ability to weather any ebbs and flows of the stock 

market, because yes, there is risk involved.  So yes, if the stock market goes 

down one day, but again, you’re not investing for something many years out, 

you shouldn’t have to worry, or necessarily panic, and pull that money out.  

And again, we’ll see a few examples throughout the remainder of today’s 

presentation. 

 

So, some investing options, and again, these are probably terms that you’ve 

heard before that I’m just going to quickly touch upon, is cash, bonds, and 

equities, or stocks.   

 

So, the first bucket is cash.  And when it comes to cash, you know, you want to 

think lower risk, and you also want to think savings.  I think many folks on this 

call are probably more comfortable and more familiar with savings.  But really, 

savings and investing can go hand in hand.  But savings typically, you want to 

think short-term, okay?  You want to think lower risk.  And cash is a perfect 

example.  Let’s say you were going on a trip in three months, or you hadn’t -- 

you were saving for your emergency fund.  These are typically instances where 

you want to have that money in cash, meaning you could easily access it, 

okay?  It is more liquid.   
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But there actually is a small risk associated with cash, and what that risk is, is 

you run the risk of not being able to keep up with inflation.  What is inflation?  

So what inflation is, and I always kind of say my grandma’s term in this sense, 

is that things today do not cost the same as they did in the past, nor will they 

cost the same, you know, in the future.  So I have a grandma, or I had a 

grandmother, unfortunately, and she used to always tell me growing up how, 

you know, in her day, a loaf of bread was a nickel, and now that it’s $2 it blows 

her mind.  Or a gallon of milk was a quarter, and now it’s $2.50, again it blows 

her mind.  And I don’t know, I’m sure we all have people in our life who talk 

like that, but that’s really what inflation is.  And so, you’re saving everything in 

cash, and you’re trying to buy those bigger, longer-term items, your money 

sometimes can’t keep up with the inflation that may result.   

 

Somewhere in the middle is a bond, or a fixed income, and really what a bond 

is, is it is a loan.  Let’s say your town, or your city, it wants to build a new 

school.  They need money to build that school, and they might go out and 

issue what we call a bond, which is essentially a loan.  They’ll be like, “Hey 

Kelly, you know, why don’t you buy this bond, and we’ll need this $1,000 now, 

and over time, I’ll continue to pay some interest on that bond, and then at the 

end of this payment period, I’ll give you that money back, and again, added 
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interest that accumulates over time.”  So, this is what a bond is.  But again, 

when you’re thinking bond, it is relative-- it’s not a super risky investment, like 

stocks.  It’s not, you know, as liquid as cash, it’s also not super long or short-

term.  It usually does, you know, pay off a little bit more in the longer term, 10 

years plus.  But a bond, again, is a loan, where you’re getting regularly 

scheduled interest payments as a result of you loaning your money 

accordingly.   

 

Now the third and final bucket, and this is probably what we’re most familiar 

with, is stocks and equities.  And when you think stocks, when you think 

equities, you are literally buying into a piece of a company.  You are actually an 

owner in a company if you buy their stock.  So, I have an iPhone, we’ll use 

Apple for example.  If you’re buying Apple stock, you are literally buying into 

the company, so you have some ownership in the company, which is great.  

But, where the risk kind of comes involved is that we can never predict what 

type of quarter Apple’s going to have.  If they have a great quarter, awesome!  

Your stock might go up.  But what if they don’t meet their sales productions in 

China the next quarter?  Your stock may go down.  So, stocks do have more 

risk in them, because we’re not able to predict how a certain company is going 

to do.  But again, when I think stocks, when we think equities, these are 

typically more for the longer term than the shorter term, because you can 
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weather any ebbs and flows that may result of that company’s earnings, or in 

particular, the stock market.   

 

But really, when you guys are thinking about all this, especially some 

beginning investors, there’s two terms that I really want you to focus on.  This 

is asset allocation and diversification, and both these terms, and the goal of 

them, is to protect you guys from risk.  You really should never have a portfolio 

that’s 100 percent stocks, 100 percent bonds, or 100 percent cash.  Because in 

doing so, you are literally opening yourself up from risk.  So as a result, and 

depending on when you need that money, you want to have a portfolio that 

encompasses a variety of these things.  And for example, if you don’t need 

that money for a very long time, you actually can take on more risk, so you 

might have a portfolio that is more heavily weighted in stocks, versus let’s say 

you need that money, you know, much sooner, you’re going to retire in the 

next few years.  You might want to adjust that portfolio to have less money in 

stocks, and more in bonds and cash, because again, those are equities, those 

are investment products, some of those are investment products, not equities, 

that are much safer for you.   

 

So that’s very important, and diversification, again, similar.  And both these 

terms, what they really mean is never put your eggs in one basket, okay?  
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Because if you drop the basket, you can’t have breakfast.  You never want to 

put your eggs in one basket, and that’s really what these terms are saying.  

And diversification means just a change in industries.  You never want to 

completely go all in, there are tech, or commodities, or retail.  Because if 

something happens to that industry, and all your money’s in that, you never 

want to again take on that level of risk.  Especially, especially for some of you 

guys who haven’t started investing yet or are really just beginning.   

 

Now we’re going to get to our final section of the day, and this is retirement.  

And I’m actually going to show you guys an example of compounding.  

Honestly, it is kind of a silly little, it’s a little bit of a silly image right now, but I 

think it does a really good job showing the effects of compounding.   

 

So, I’m going to use an example, I’ll use myself, and I’ll use Jonathan too, 

because you’ve already met him today.  So, let’s say, you know, I am 35 years 

old, and I hear this girl named Kelly from Fidelity talking about the importance 

of compounding, and saving for retirement.  As a result, I’m going to go up 

and open up an IRA, which is an individual retirement account, and we’ll look 

at these in a second.  And I’m going to put the same amount of money in that 

account each and every year okay?  So, I’m going to put $5,000 into that 

account each and every year.  I’m going to assume the same rate of return, an 
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8 percent rate of return, again, each and every year.  And then when I’m 70, 

because I’m just tired of working at Fidelity, I want to kick my feet up and relax, 

and I want to move to Italy, okay?  I’m going to take a look at my account.  And 

when I take a look at my account, this is what I see, okay?  Eight hundred 

thousand dollars, which is awesome, I’m super stoked, yes, I can retire to Italy, 

I have $800,000, I’m so excited.   

 

And then my buddy Jonathan over here, he says the same exact thing as me, 

but guess what?  Jonathan’s 10 years younger, okay?  I’m 35, Jonathan is 25, 

and he’s like, you know what?  I’m going to copy Kelly and do the same thing 

as her.  So, Jonathan does the same thing as me, he opens up the same 

account.  He’s going to again put about $5,000 in that account, we’re going to 

assume about an 8 percent rate of return, and then when Jonathan turns 70, 

he wants to move to Greece, because that’s his favorite place in the world, 

he’s just sick of working at Fidelity, he’s going to kick his feet up, and he sees 

how much fun I’m having in Italy.  When Jonathan takes a look at his account, 

he sees this, $1.681 million.   

 

So, Jonathan, who did the same exact thing as myself, okay, he started 10 

years earlier, and he was able to take advantage of compounding for 10 extra 

years, and he has doubled the amount of money that I have at retirement.  
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And this is the effects of compounding.  It’s very powerful, and I think the main 

takeaway of this, guys, is that of course it always comes with risk, and this is a 

hypothetical illustration.  But you always want to get in the game.  You want to 

get started, because the earlier you get started, the better you are off in the 

long run when you actually want to retire in beautiful places like Italy.   

 

So final section is just individual retirement options.  I know I’ve already 

mentioned a 401(k), and a 403(b), and these are really issued through your 

workplace.  But you also have the opportunity through these accounts, if you 

wanted to get started on your retirement, either with or without a workplace 

account.  These are individual retirement account options.   

 

Two examples that I’m going to highlight is a traditional IRA, and a Roth IRA.  

These are two accounts where you can take advantage of compounding 

growth, and we already saw a few examples of compounding.  You have a 

variety of investment options, so you can pick and choose what you want in 

there, you can work with the firm, you can work with, you know, an individual 

to help you manage those.  And again, they’re opened as an individual.  The 

main difference between these two is the taxes.  So, with an IRA, you actually 

get, you actually can take advantage of the taxes upfront.  Meaning when 

you’re putting money into your retirement your traditional IRA, you don’t have 
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to pay any taxes on it, okay?  So, you don’t pay any taxes on that money going 

in.  It’s only when it’s coming out that you have to start paying your taxes.  

Now the big difference between the traditional and the Roth is that with a 

Roth IRA, you actually do have to pay the money going into your Roth IRA 

account, and then when you go to take it out, you actually don’t have to pay 

those taxes, because you’ve already paid them when the money was going in.   

 

Now typically, but not always, a Roth IRA is often a good option for people 

who are younger and in a lower tax bracket, because you’re paying your taxes 

at that lower tax bracket than in the higher tax bracket.  So that’s why often, 

you know, younger people especially ask a lot of questions about a Roth IRA, 

but these are both very good options to get you started towards retirement, 

and again, it is a personal choice. 

 

So, some of the things to get started, okay, open an account, make it 

automatic, in fact make as many aspects of your life automatic.  That doesn’t 

mean don’t check it, okay?  It’s not necessarily set it and forget it, the more you 

can automate your life, the better.  Meet the match, never leave free money on 

the table if you have the opportunity through your employer.  And bump up 

your contributions when you can.  If you get a bonus, if you get a raise, these 
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are perfect opportunities to get an extra percentage or two into your account 

and take even further advantage of compounding.   

 

Now that’s the end of today’s presentation.  You got your money mastered.  

And I just want to quickly just say to each and every one of you guys on the 

call, like some of that may have felt overwhelming, and oh my goodness, I 

don’t know anything that she just shared with me.  And as I said, it’s not like 

you woke up like saying, “Yes, I get to listen to personal finance later, yeah, I 

can’t wait!”  But really take hold of a few things I taught you, okay?  If it’s credit, 

if it’s debt, if it’s investing, take hold of that.  Continue to ask questions, go to 

the trusted people in your life.  You know, go to Google if you need to, come 

to Fidelity, come to a company that you work with.  Whatever we can do to 

help, we want to be here, but education is power, and at the end of the day, I 

want you guys all to live the lives you want, and ensure that you’re taking 

control of your money now, especially while you guys are young.   

 

END OF AUDIO FILE 

 

Investing involves risk, including the risk of loss. 

 

Diversification and/or asset allocation does not ensure a profit or guarantee against loss. 
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As with all your investments through Fidelity, you must make your own determination as to 

whether an investment in any particular security or securities is consistent with your 

investment objectives, risk tolerance, financial situation, and your evaluation of the security. 

Fidelity is not recommending or endorsing any investment by making it available to its 

customers. 

 

Fidelity does not provide legal or tax advice. The information herein is general and 

educational in nature and should not be considered legal or tax advice. Consult an attorney 

or tax professional regarding your specific situation. 

 

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As 

interest rates rise, bond prices usually fall, and vice versa. This effect is usually more 

pronounced for longer-term securities.) Fixed income securities also carry inflation risk, 

liquidity risk, call risk, and credit and default risks for both issuers and counterparties. Unlike 

individual bonds, most bond funds do not have a maturity date, so avoiding losses caused by 

price volatility by holding them until maturity is not possible. 

 

Stock markets are volatile and can fluctuate significantly in response to company, industry, 

political, regulatory, market, or economic developments. Investing in stock involves risks, 

including the loss of principal. 
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