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[image: ]tarting over is never easy.

No matter how old you are, major life changes are scary. And it doesn’t help matters that some of the scariest changes are ones that also tend to wreak havoc on your finances. This is true whether you’ve been blindsided by a job loss, you’ve experienced the death of a spouse, or you have known for some time that the day of reckoning will come, as with bankruptcy or foreclosure or divorce. A million decisions seem to be staring at you all of a sudden, demanding resolution at a time when your emotions are most frayed and vulnerable. You may feel overwhelmed, frightened, confused, or maybe even paralyzed by the enormity of the challenge ahead.

This book seeks to ease that pain and allow you to move forward by helping you get a handle on what you can control: your financial life. You rarely can choose the curveballs that life throws at you or predict the grief or emotional roller coaster that may follow. You can’t help the fact that by their very nature, divorce, the death of a spouse, and the loss of a job create financial hardship. But step by step, you can make decisions about your money, your spending, and your debt that can help put you back in control and on the way to building your new financial life.

Taking a slow-and-steady approach, this guide walks you first through the issues that need immediate attention, like where to look for assistance and how to make the best use of a cash influx from a settlement, an inheritance, or a severance check. You’ll get a good, clear look at how financial institutions, lenders, and credit bureaus will size you up, as well as an introduction to the new health-insurance law to ensure that you have adequate and appropriate coverage.

Because the specifics of a divorce or bankruptcy are more legal matters than financial, this guide won’t advise you on how to divide property or whether a bankruptcy filing is the right decision. But once those wrenching moves are under way, it will try to help you get back on track to recovery.

As you move past the initial adjustment period, this guide addresses thornier questions: How can you adjust your budget to your new situation? Should you move or should you stay? Should you borrow to buy things or pay cash? And what kinds of insurance do you need now?

If you haven’t borrowed money or applied for a new credit card in a while, you’ll get up-to-date information on new rules for credit, banking, and mortgages that have been put in place since the 2008 financial crisis. And you will also find concrete and understandable advice for how to best invest and manage your retirement funds under your new circumstances.

Because there is no single way to manage money—and no one lifestyle that fits everyone—this guide will offer options to identify and set your own personal financial priorities and carry them out in a way that works for you. Not every section may apply to your situation, but there are many areas of financial life that you may not even realize need a fresh look when you are starting over.

If you’ve been through a significant trauma, you have a lot of healing ahead. Having a grip on your finances can soften the blow and empower you to move forward with confidence in other parts of your life. This book will help you take those first important steps.
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[image: ]s you remake your financial life, here’s the first big decision you need to make: decide that you won’t make any big financial decisions right away.

Not making decisions may seem as scary as trying to resolve all your problems at once. But if you’re hurting or feeling wrung out or emotional, there’s a good chance that you won’t be making your best decisions right now. And you don’t need poor choices compounding the challenges you already have.

You shouldn’t have to rush into anything right away—and you should be skeptical of anyone who pushes you to make a big-ticket spending decision. Almost any financial issue that seems to be looming over your head right now will still be there when you are better ready to deal with it in the near future.

You’ll make better choices and fare better down the road if you take some time to step back, reflect, assess, and get your bearings. Here are your Fresh Start First Steps.

ALLOW YOURSELF A CHANCE TO GRIEVE

It’s true that you can’t weep or sulk or stomp around in anger forever. But whether you’ve suffered the painful loss of a job, the end of a marriage, the death of a loved one, or a significant financial setback, you need to allow yourself some time to grieve. Be honest about the brute impact of the loss. Give yourself permission to be sad. If you try to steamroll ahead without any mourning time, you may be surprised at how the grief will bubble up again and knock you back when you think you are really moving forward.

So allow yourself a genuine pity party—just not a big one. This period of reflection doesn’t need to be expensive or dramatic. This is not the time to console yourself with a new car or a long trip to the Caribbean or even a wardrobe overhaul—those are the kinds of big financial decisions that you agreed not to make. Rather, get together with close friends. Take a weekend trip to see a beloved family member. Choose a small extravagance—a new haircut, a massage, or a meal at a restaurant you always wanted to try.

Then, identify your first small goal: set the date when you will be ready to get back to taking care of your day-to-day business, and resolve to do your best to get going then.

REFLECT

Your next step is both harder and more rewarding: make a mental list—or a real one—of what you value most in life, even if it feels like you’ve lost the one thing you valued most.

The goal of this exercise, cheesy as it might seem, is to try to put your new personal and financial challenges into perspective. We spend a lot of time and effort on making money, managing money, and talking and thinking and worrying about money. But for all that attention, money isn’t the reason we get up in the morning or what we look forward to on our calendars. In fact, research has shown again and again that buying things, even the best-looking shoes or the coolest new cell phones, raises our spirits for only a very short time.

Instead, our greatest sources of happiness are our personal and social relationships, and those activities that enrich us, whether they’re hobbies, volunteer work, or otherwise participating in something we’re passionate about. We sweat about living in the right neighborhood when what really matters is being close to the places we spend our time, like work, school, or our churches and synagogues. We obsess about the cars we drive or compare notes about the trips we take, but the enduring memories are about those people we were with and what happened when we were together.

All of this is to say that as you go through the process of sorting out your new life, you will want to put your current relationships and your personal values front and center. And your first priorities should be whatever will truly fulfill you and make you happiest as you adjust to your new situation. Once you identify what that is, it will help you make the tough choices about where your money will go.

Here’s the good news: If your priority is spending time with your kids or seeing your best friend once a year or visiting family more often, those may well be accomplished on the tightest of budgets. A great time with a friend can be an old-fashioned sleepover instead of a swing through Las Vegas. An afternoon in a public park can be as satisfying as a spa weekend. And a special night with your kids can be renting a classic movie you’ve never seen rather than the big-budget film just opening.

Along with weighing your specific priorities for how you spend your time, ask yourself what really matters to you, what your personal values are. As you go through your day, what are the forces that motivate you? Is money one of them? If not, what factors take top billing? Faith? Achievement? Commitment? Friendship?

Ask yourself, what makes you happiest in your work? Is it the paycheck? Or is it the creativity or brainpower you contribute? The chance to climb the corporate ladder? The sense of humor of your coworkers? Is your fantasy job one that gives you prestige and authority or one that gives you lots of choice and flexibility so that you can exercise more, cook more, or simply have more free time?

You’ll be wrestling with the really expensive choices later, like your retirement fund or your children’s educations. But for now, you want to keep your focus on what you really care about and why. Reflect on that, daydream, and right here, make a list of the top priorities you have for your new life.


1.

2.

3.

4.

5.



These will guide you through this transition and make your most painful decisions easier to endure.

TAKE INVENTORY

Before you can make smart financial moves or decisions, you have to know where you stand financially. That means digging through the files, the stacked-up mail, and the old memory bank to figure out what you really have. Yes, it can be painful and scary, and you may want to ease into it slowly. But once you have real insight into your financial situation, you’ll be in much better shape to make important decisions.

Many of us keep decent track of our checking account balance, or take at least a periodic look at our retirement or brokerage statements. But if you have had a major life change, you’re going to have to take an even deeper look at your financial paperwork. If you have lost a spouse, you may need to inventory all your shared belongings, as well as your spouse’s individual assets, on behalf of the estate. If you are going through a divorce, you may need to go through each and every asset in order to split it all up. If you’ve lost a job, it’s helpful to take stock of every penny so that you can think more creatively about how to move forward. Besides, lining up and assessing all your assets can be incredibly reassuring because you often have more than you think you do.

Here’s what you need to know:


• Where are your saving accounts and checking accounts and how much is in them? Are there accounts at your company credit union? Any old accounts that you never actually closed? While you’re at it, do you have computer logins and passwords to all of them, so that you can check them online?

• Do you have any certificates of deposit? Money market funds? Savings bonds?

• Where are your retirement accounts, 401(k)s or 403(b)s and individual retirement accounts (IRAs or Roth IRAs)? How much is in them?

• Do you have any other brokerage accounts? Do you own any mutual funds, stocks, or bonds?

• Do you (or your spouse) have a safe-deposit box with any valuables in it? If so, where is it?

• Are there any insurance policies with a cash value? If you lost a spouse, is there life insurance that can be collected? Don’t forget to check with the most recent employer: some firms include life-insurance policies in an employee’s benefits plan or allow employees to buy policies with paycheck deductions. You might also check groups your spouse belonged to or car or homeowners policies to see if there is additional coverage.

• If you own your house, what’s it worth? This isn’t a hard and fast number, but you can look at your tax assessment or try an online service like Zi​ll​ow​.co​m, just to get an idea what the current market value might be.

• Do you own any other property, like a rental home, vacation house, office condo, or another real estate investment? If so, can you estimate its value?

• What is your car worth? You can get a pretty good idea of the market value at Kelley Blue Book (ww​w.​kb​b.​co​m), ca​rs​.c​om, or other car sites.

• What other assets do you have? Most household items don’t have much worth, beyond their sentimental value. But do you have expensive jewelry? Fine art? A collection with some market value? A family business?



Once you have all your assets written down in one place, add it up to get an idea of what you’ll have for both your current needs and your future ones. Eyeball it for where the bulk of your financial value is. Are you cash-rich or cash-poor? That is, do you have just enough cash for this week—or is cash mostly what you have? (Ideally, you’ll have enough in easily accessible savings to cover at least three to six months of expenses.) Do you have mutual funds or other investments that could be easily sold in an emergency? Or is most of your money tied up in a home or car or small business, which isn’t easily turned to cash? These are the pieces of your personal financial puzzle, which you can move around to help make your new lifestyle work. Understanding where they are and what they are will be crucial to helping you do just that.

Now that you’ve taken stock (and hopefully been pleasantly surprised by what you have), get a handle on your financial obligations:


    • What do you owe on your house mortgage? Do you owe money on any other real estate investments or properties?

    • What do you owe each year in property taxes? Do you have any unpaid taxes?

    • Do you have a car loan or loans? How much do you owe? And is it more or less than the car is worth?

    • What do you owe on each of your credit cards?

    • Do you have education loans? What’s the balance?

    • Do you owe on medical bills? Funeral expenses?

    • Do you have any other debts or major obligations?



The point of this is to get a good handle on your rough “net worth”—what you actually have minus what you owe. Add up all the things you own and subtract all your debts. Hopefully, there is a nice amount left over. If so, that’s your cushion and your future. It’s a number that should give you confidence that you can handle whatever new challenges come your way.

If the number is very small, or negative, then you have some financial work cut out for you. You will also know up front what your financial flexibility will be, at least until you can increase your assets or reduce your debts. But don’t despair; it’s not hopeless. Even if you find yourself in the red, you still have options, which will be explained throughout this book.

What’s important here isn’t the actual bottom line itself, but getting everything into one list. Seeing it all on paper should make your finances feel less intimidating and less complicated than they used to. And understanding your net worth will help you figure out what kinds of options you have when it comes time to make the really big decisions, like whether to move or stay put, and whether you must make big changes in your lifestyle. Before you can set new goals or identify where you want to go, you need to know where you are today.

BABY STEPS

Even while you’re getting your bearings, there are a few baby steps worth taking to lay a foundation for what’s to come.

If you were recently laid off. As soon as you can do it, go ahead and file for unemployment insurance with your state office. It can take three to four weeks for the first check to be paid, so you will want to get the process in gear. More details about how unemployment insurance works are in Chapter 4, “Adapting to Your New Reality.”

If you recently lost a spouse. Call the Social Security office to get that application under way, especially if you have children under the age of eighteen. Social Security may be able to provide crucial income for you and your family, but accessing this resource requires a fair bit of paperwork. In addition, call the human resources department where your spouse worked; there may be benefits to help you right away. More details are in Chapter 4.

Managing a windfall. You may find yourself in this transition time with a large bundle of cash or other assets—an inheritance, severance check, life-insurance payment, or a divorce settlement—and a big itch to do something with it. But remember your pledge not to make any big decisions right away!

In most cases, that money has already been earmarked, even if you aren’t aware of it. It will be crucial to your retirement, to help send your children to college, or to get you through a transition between your old life and your new one. Tempting as it might be, it isn’t there for a vacation home or a big splurge on that cruise you always wanted to take. In fact, how you manage that money could well set the course for the next phase of your financial life.

For now, you need to park those dollars in a safe place that earns some kind of return. In 2011, interest rates on savings and money market accounts at banks were almost too low to measure, so there wasn’t a lot of value in shopping around for the very highest rates. But bank accounts are insured by the Federal Deposit Insurance Corp. for up to $250,000 each, so that’s a perfectly safe way to sock your money away. (Although it is extremely rare for depositors to lose any money in a bank account, you may want to deposit your money in two different banks if you have more than $250,000.)

Online savings accounts, like those offered by federally insured banks like Ally Bank, DollarSavingsDirect, HSBC, and others, often pay among the industry’s highest interest rates, though “high” may not seem too high today. To deposit your money in an online bank account, you will either transfer money electronically from your regular checking account to your new account or mail in a check. From then on, all your banking will be online.

For reasons that seem out of date in the modern era, it can take up to three business days to transfer money from an online savings account back to your checking account. So if you know you will need the money for a tuition payment or some other expense, you’ll need to give yourself a few days to transfer the money to your regular checking account so you can get to it.

When the big windfall first comes in, you should ideally put it all away until you have a financial plan. (If you absolutely need some now, take out no more than what you need for immediate living expenses.) And please note: if the money is in a retirement plan, like a 401(k), 403(b), or IRA, don’t take anything out right now. Tax rules for such withdrawals are very strict and you’ll want to consider the penalties before you think about touching that money.

KEEPING YOUR HEAD UP

As overwhelmed as you might feel by the upheaval in your life, you can’t completely ignore the rest of the world. You’ll need to stay on top of your rent or mortgage, pay your utility bills, and address other costs of daily life. In simple terms, that means you need to be sure there is cash in your main bank account to cover living expenses while you work out your future plans.

If you are in the process of getting a divorce, financial planners say the following are the minimum resources each spouse should hope to have right off the bat—and they apply to anyone else who has suffered a setback, too. Whether you have them now or you have to build to them, these should be your financial foundation:


    • A place to live that’s safe and reasonably comfortable

    • An emergency fund with enough cash (or investments that can be quickly converted to cash) to cover your minimum needs for at least three months and hopefully more

    • Some money set aside for your retirement

    • Health-care coverage

    • Funds to help support the kids (and in the case of a death or divorce, both disability insurance and life insurance that will cover each child’s support if the payer cannot work or passes away)




IF YOU ARE SUDDENLY SINGLE

If you have lost a spouse or gone through a divorce, you will need to take care of a raft of paperwork to ensure accounts are properly billed and your financial house is properly titled and in order. This process can seem endless and overwhelming, especially as you get shuttled from phone rep to phone rep or encounter a variety of confusing state regulations or estate laws.

In the case of divorce, removing one person from a loan or credit card may be tough, if not impossible to do, and you may find that the debt must be refinanced or paid off. Otherwise, you could be responsible for it if your ex doesn’t pay as promised.

Before you start, you’ll need a number of copies—perhaps two dozen or more—of your spouse’s death certificate or of the divorce paperwork.

While these changes need to be taken care of in the weeks or maybe months after your loss, they don’t have to happen all at once. Do what you can, making a call or two a day or sending a couple of e-mails or letters at a time until you have worked through the list.

To some degree, you’ve already got much of your to-do list once you’ve compiled your assets, debts, and regular bills. People who have been through this before suggest using a spiral notebook, entering each account on a page, so you can keep track of when you called, who you spoke with, and what else needs to be done. Here are many of the things you’ll want to update:


• Your child’s school, doctor, camp, and other records, detailing who to contact in case of an emergency

• Your own emergency contact information on file with doctors, your employer, and others

• Auto title—rules will vary by state

• Car loan

• Bank accounts

• Safe-deposit box

• Brokerage and mutual fund accounts

• Guardian accounts for children

• Credit cards (for details, see Chapter 5)

• Mortgage

• Property tax assessor-collector

• Gas and electric utilities

• Phone, cable, satellite companies, and subscription services, like Netflix

• Cell-phone contract

• Home security provider

• Airline miles

• Insurance policies

• Beneficiary for your life insurance

• Beneficiaries for your 401(k), 403(b), IRA, or other retirement accounts

• Your will and other related paperwork (see Chapter 10)
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If you have been a careful planner all along, you’ll have an emergency reserve or rainy-day fund to draw on for these immediate needs. Do a rough calculation of your bills and transfer in enough cash to last you for the next couple of months so that you aren’t sweating every check you write. That should give you plenty of time to prepare for your next steps. Set aside some time every week to go through your bills and pay them; depending on the changes in your life, there may be new expenses that you aren’t used to paying, with new due dates. Better yet, sign into your bank account and set up automatic payments so that you don’t spend too much of your precious time writing and mailing checks.

If your situation has left you short of cash, either temporarily or long term, then you’ll need to make some choices and take some action. You may feel embarrassed or shy about it, but you aren’t the first person to encounter a rough patch. You’ll do yourself a huge favor by being up front about the problem now rather than waiting until your bills are stacked up and creditors are barking in your ear.

If you truly cannot pay some bills or if you have already missed some payments, contact the creditors—the sooner the better—and let them know that you’ll need some time to figure out your situation. Explain your problem, but be succinct; this isn’t the time to unload your emotions or worries. Depending on the circumstances, the creditor may be willing to work with you on a plan or simply give you thirty or sixty days more to figure things out. Write down the name of the person you spoke with and make notes about the conversation so you can refer back to them later.

You won’t get a free ride: you’ll be running up interest charges and maybe penalty charges, too. It’s also possible that your credit limit will be cut, meaning you won’t be able to charge any more until you start paying your bills again. But talking with your creditors now may buy you time and may help you out down the road, a subject we’ll cover in more depth in Chapter 5, “Getting (and Keeping) Credit.”

Your main concern at the outset of a crisis or a major life transition needs to be steadying yourself and your family and coming to grips with your new situation. Then you can start to take the next step, which is figuring out who can help you rebuild your financial life.




End of sample
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