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The views and opinions expressed herein are those of the author(s) noted and may or may not represent the views of The Lincoln Investment Companies.

The discussion herein is general in nature and is provided for information purposes only. There is no guarantee as to its accuracy or completeness. It is not intended to be and may not be regarded 
as legal, tax, or financial advice. Laws of a specific state or laws relevant to a specific situation may affect the applicability, accuracy, or completeness of this information. Consult an attorney or tax 
advisor regarding your specific legal or tax situation.

Past performance is not indicative of future results. Investment decisions should be based on an individual’s own goals, time horizon, and tolerance for risk.

Lincoln Investment’s Financial Advisor will have available a current prospectus of each fund whose shares are offered. There is no assurance that the techniques and strategies discussed are 
suitable for all investors or will yield positive outcomes. The purchase of certain securities may be required to effect some of the strategies. Investing involves risks, including possible loss of 
principal.

111 Congressional Blvd, Suite 100, Carmel, IN 46032 | 317.975.5033 | 844.975.4015

Advisory services offered through Shepherd Financial Investment Advisory, LLC or Capital Analysts, LLC, Registered Investment Advisers. 

Securities offered through Lincoln Investment, Broker/Dealer, Member FINRA/SIPC. www.lincolninvestment.com

Shepherd Financial, LLC and Shepherd Financial Investment Advisory, LLC are independent of and not affiliated with Capital Analysts or Lincoln Investment.

Lincoln Investment, Capital Analysts, and Shepherd Financial, LLC do not offer tax or legal advice services.

 

 

This presentation is for basic investment education. It is not a substitute for reading plan 
documents, materials provided by fund companies, or materials provided by your employer. 
This presentation should not be the sole source for your investment decisions, and any 
performance data quoted represents past performance and does not guarantee future results. 
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Sources: 
https://www.bankrate.com/personal-finance/debt/average-american-debt/#key-insights-on
https://www.moneygeek.com/credit-cards/analysis/average-american-debt
https://www.bankrate.com/personal-finance/debt/credit-card-debt-emergency-savings-2022/

More than of Americans would rather go to the dentist or wait in line at the BMV 
than talk about their finances. More than of Americans find it difficult to talk 
about debt with their friends and families.

The average American carries a debt balance of . Nearly of Americans 
carry debt. 

Of Americans with debt, carry credit card debt, have mortgage debt, and 
have auto loan debt.

of Americans have more credit card debt than emergency savings.

 

 

We have always been dealing with financial stress on some level, but the past few years have 
hit pretty hard in a number of ways. Since COVID-19 started, 62% of American workers have 
experienced moderate to extreme financial stress. It’s a big deal. And if you look at some of 
these stats on the screen, we know it’s only gotten worse because of the pandemic. People 
struggle to talk about their finances. They don’t want to open up to family and friends about 
their debt. But it’s a real issue. At least 80% of Americans have debt, so if you’re one of them, 
you’re not alone, and it doesn’t mean something is wrong with you. Finances are a challenge 
for many, many people. 
 
We’re here to help you. So if you want to make positive changes, you have to start thinking and 
talking about your financial reality. Today is all about getting you on that solid path. And sure, I 
know some of you are out there thinking you don’t need this information. Maybe your partner 
handles all the bills. But what if something happened to themtomorrow? I’m sure you’d have a 
lot of questions and face uncertainty. This will help you take the first right step. So stick with 
us. Step by step, we’re going to beef up your financial literacy, which is just an understanding 
of the skills and knowledge you need to make informed and effective decisions with your 
financial resources. 
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Checking account
Savings account
CollegeChoice 529 – Kid 1
CollegeChoice 529 – Kid 2
CollegeChoice 529 – Kid 3
Retirement plan
Health savings account

House
Car

Credit card
Personal loan
Federal student loan
Mortgage

Citizens electric bill
IPL power bill
Verizon phone bill

-
$347,600

- $164,650

$182,950

 

 

Step one is to conduct a financial inventory. Creating a financial inventory is like prepping to 
do a jigsaw puzzle – you gather all the things, get them sorted, and create your structure. 
Think about all the places you have money going in or out of your life. How often you write 
checks. When and where and how you pay bills. The first area we’ll think about is determining 
your net worth, which is your assets minus your debts.  
 
If you look at the screen, you can see we made a sample person. Her assets include a 
checking account, savings account, 529 college savings accounts for her three kids, her 
retirement plan, a health savings account, her house, and her car. She will write down the 
balance of each account and the market value of other items, like the house and car. This is 
also a good time to think of other things that can be considered assets, like jewelry. Next up, 
let’s think about debts, or liabilities. Let’s look at the sample employee’s debts here: a credit 
card, a personal loan, a federal student loan, and a mortgage. Why would the house be 
considered both an asset and a debt? That’s because it has value, but she also owes money on 
it. 
 
As with the asset accounts, pull about three months’ worth of statements for the credit card. 
Those other accounts most likely have fixed payments, so you’d just needs to know the 
payment amount and the current balance for each one. You’ll also want to make note of the 
interest rate on each of these accounts. And you’ll see we have an ‘Other Items’ section here. 
This is where you’ll put any kind of recurring bills you have. In our example, she has a Citizens 
bill for water and electricity, an IPL bill for power and light, and a Verizon phone bill. I’m sure 
most of you have something similar to those as well.  



  
Now that we’ve collected all the puzzle pieces and sorted them into a few different piles, we 
need to start making the border of the puzzle. Calculating net worth is important for two 
reasons. One, it lets you understand your current financial situation, and two, it gives you a 
reference point for measuring progress toward your goals. This isn’t complicated, either. As I 
said, all you’re really doing is taking your debts and subtracting them from your assets. In 
other words, what you have minus what you owe. This is a number that changes over time. 
Hopefully, the debt number goes down and the asset number goes up! That is how net worth 
increases. Of course, it works in the opposite direction, too, so if debts go up and assets go 
down, net worth will decrease. Again, we are just building our framework here, and we will use 
this net worth number to help set goals and track progress.  
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$650$80 $200 $185$1,115

$55,000

÷ 12

$4,583

÷

÷
$1,115

÷ $4,583

24%

 

 

We just figured out the total debts, but now we need to determine the monthly debt payments. 
And for our example’s sake, I’ll just be talking about the minimum monthly payments owed. 
Let’s start with that credit card! The monthly payment is $80. The personal loan monthly 
payment is $200. The student loan payment is $185, and the mortgage payment is $650. Now 
that we know those numbers, we’ll add them all together. Then we take the total amount of 
monthly loan payments, which is $1,115, and divide them by gross monthly income – that’s 
before taxes and things are taken out. Assuming her annual salary is $55,000, we’ll divide that 
by 12 to get the monthly gross income, and you get $4,583. The debt-to-income ratio is $1,115 
divided by $4,583. That comes out to about 24%.  
 
This is important because it’s a primary factor in your credit score and getting new credit. 
Most lenders are looking for a debt-to-income ratio of 30% or lower, so this sample employee is 
doing ok. Once you’ve calculated your debt-to-income ratio, hang on to that number. 
Remember, you don’t need to judge it or feel overwhelmed, especially if it’s a high percentage. 
We are going to address how to deal with debt. 
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Monthly Income
Net salary 1
Net salary 2
Additional income
Total monthly income

1

Housing Expenses
Rent/Mortgage
Home insurance
Electric
Gas
Water
Trash/Recycling
Phone
Other
Total housing expenses

2

Balance Sheet

Total income

Total expenses

Variance

3

 

 

Don’t you feel more excited and energized when you have a purpose to the work you’re doing? 
Well, money needs a purpose, too. Budgeting is just making a plan for what you’re going to do 
with your money. You’re telling your money exactly where it should go and what it should do. 
Creating a budget helps you feel secure in knowing you are meeting all your financial 
obligations, crushing debt, creating emergency savings, and finding financial independence. 
That’s why budgeting is so important for everyone to do – it puts control back in your hands, 
rather than letting money dictate your life. If you’ve never made or followed a budget, I’m not 
surprised. Only about 32% of Americans maintain a household budget, and only 28% have a 
long-term financial plan that includes savings and investment goals. 
  
Our financial worksheets are certainly not the only way to budget – you have to find the 
method that works best for you. Maybe that’s online, using mint.com, or it could be in a 
spreadsheet. But the budgeting process is generally the same, no matter what method you’re 
using. When you budget, you’re writing out income and expenses – what you make and what 
you spend. Once we’ve done that, we’ll be able to see how the numbers compare to suggested 
spending percentages. Of course, these are just suggestions, but I think they give a helpful 
gauge for how you’re doing, financially-speaking. That will also allow us to see where there 
could be some areas that need work – you might spot areas where you could be saving some 
money. But you also might to figure out some changes that need to be made, whether they are 
quick fixes or long-term fixes. 
 
The kind of budgeting I am going to propose to you is called zero-based budgeting. That 
means we will assign every dollar of income and every dollar of expenses to its own category. 



The goal here is for income minus expenses to equal zero each month. But let’s be very clear: 
this does not mean your bank account will be at zero dollars. Zero-based budgeting just 
means every single dollar has a purpose and is working as it should. 
 
First, write in your income – your paychecks and any other money that comes into your bank 
account. This can be a little tricky if you have inconsistent income, like if it’s commission-
based. I would recommend writing your average income here. You’ll add up all those rows and 
put the amount in total monthly income. Next, we’re going to write down expenses. These can 
be broken into two types – fixed and variable. Fixed means the amount is the same every 
month – like your rent or mortgage payment. And variable means the amount may change 
based on what’s going on in the month. For example, groceries or gas. If you’re using the past 
three months to figure out those variable expenses, average out the numbers for each of your 
categories. You’ll want to go through each expense category and make sure you itemize all the 
things you spend money on even if they don’t fit in these exact categories.  
 
Total each section. Each of those expense totals will be added together and put as the number 
in total expenses in the balance sheet section. Your total monthly income number will be put in 
the total income cell. The difference between these two numbers is the variance – either you 
have more income than what you are spending each month, or you have a deficit – you’re 
spending more than you’re bringing in. Do you know how to determine if you’re overspending 
in a particular category, though? Take a look at suggested spending. 
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Monthly Income $3,000 Monthly Expenses $3,350

Expense $ Suggested % Actual % Difference

Rent/Mortgage $1,000
28% 33.30% - 5.30%

Home Insurance $30

Phone $65 2% 2.17% - 0.17%

Car Payment $255
10% 10.70% - 0.70%

Car Insurance $65

Gas $80 2% 2.70% - 0.70%

Utilities $150 7% 5.00% 2.00%

Groceries $250 10% 8.30% 1.70%

Medical $200 5% 6.67% - 1.67%

Giving $300 10% 10.00% 0.00%

Debt Repayment $305 10% 10.17% - 0.17%

Savings $200 10% 6.67% 3.33%

Other $450 6% 15.00% - 9.00%

Total Difference - 10.68%

 

 

This worksheet allows us to take the numbers we just added up and calculate what 
percentage of the monthly income is being spent in the various categories. In fact, if you’re 
using the pdf version and completed the Monthly Finances worksheet, you’ll notice all these 
numbers get filled in for you automatically. This worksheet takes the suggested spending 
percentage and subtracts your actual spending percentage. Positive numbers mean you’re 
spending less in these categories, so you have some money to potentially move around. That 
means if there is a negative number in the difference column, there’s some work to be done to 
tighten up your budget.  
 
A couple of thoughts for you here. You can do a bit of research to cut back in some of these 
categories. For example, if your insurance costs are too high, consider getting a quote to see if 
you can lower your monthly payments. Another area that can be quick to trim is groceries. 
Putting a little thought into a meal plan and grocery list can prevent you from overspending at 
the store and wasting food later. When it comes down to it, you might have to cut back on your 
necessary expenses. And keep in mind that while you’re trying to save money, you may need to 
completely cut some other expenses – areas that usually stick out are gym memberships, 
cable subscriptions, apps that you pay for, etc. It’s not fun to hear, but the fact is you may be 
living an overinflated lifestyle. If your mortgage or car payment are crushing you, then it may 
be time to downsize. I get it. There can be a lot of pressure to maintain a particular lifestyle. 
But part of taking responsibility for and control of your finances means being honest about 
what you can actually afford.  
 



This is really important to be realistic about as you try and set financial objectives. It just 
means setting goals and then prioritizing them. And the key to goal-setting, especially when it 
comes to financial goals, is to be clear and specific. Write down exactly what the goal is and 
how long you intend to take to reach it. It’s so important, too, to share these goals with 
someone. Talk about it with your spouse. Maybe you want to share it with friends or relatives. 
But then again, maybe the thought of talking about finances with your loved ones feels 
stressful or embarrassing. If so, talk to us at Shepherd. We’re happy to discuss what you’re 
working toward and share the tools we have at our disposal to help get you there.  
 
You may have noticed a section on your monthly expenses sheet for saving and debt 
repayment. Did you write anything there? I hope so. As you are building your budget and 
setting goals, the first two questions you need to answer are: one, do you have an emergency 
fund with at least $1,000 in it? And two, do you have debt? Building an emergency fund and 
eliminating debt are the primary tools to get you out of the paycheck to paycheck cycle, help 
you be prepared for financial emergencies, and lower your overall financial stress. 
 
 

  



Slide 8 

 

Debt Name Balance Due Interest Rate Minimum Monthly 
Payment New Monthly Payment

Credit Card 1 $650 10% $25 $225

Credit Card 2 $2,000 17% $60 $60

Student Loan $12,000 4% $220 $220

Total Debt: $14,650

Total Minimum Monthly Payments: $305

Amount Budgeted for Debt Repayment: $505

New Total Monthly Payments: $505

 

 

If your emergency fund is currently at $0, I understand that any number might feel 
intimidating. But there’s hope. You can save $1,000 methodically. We just talked about 
identifying areas where you might be able to cut back on your expenses. Let’s say you’ve 
decided to cut cable and switch to Netflix. So instead of $100 per month, you’re paying $13. 
Bank that extra $87 a month and stick it in your emergency fund. In one year, you’ll have over 
$1,000 saved! Once you’re at that number, you want to aim to increase your emergency fund. I 
know we don’t like to talk about it, but it’s important to have a cushion if something happens to 
your primary source of income. In general, focus on accumulating three to six months of living 
expenses in this account. For single people or families living on one income, consider bumping 
that up to 12 months of living expenses.  
 
I have a few more points about this emergency fund. If possible, automate it. Make it a regular 
part of your budget, and set it so the money goes out of your checking and into a savings 
account of some kind. Second, this account should be accessible during the actual 
emergency, so we’re not talking about a retirement account that would have withdrawal 
penalties. Finally, if you draw from your emergency fund – which you should only be doing for 
actual emergencies – make it a priority to build it back up as soon as you are able.  
 
Next up is paying off debt. If you’ve only been making minimum payments on your debt 
balances, you need to know that you just won’t get out of debt that way. Interest payments will 
keep adding up, and we want interest to work for us, not against us. Write down each of your 
debts, their current balances, interest rates, and minimum monthly payments. We’re going to 
show you one of the ways to smash that debt by walking you through the snowball method. 



This is a very popular method. Here, the sample employee has two credit cards with balances, 
as well as a student loan. The credit cards have $650 and $2,000 on them, and the student 
loan is at $12,000. So the total debt right now is $14,650. You can see that she’ll have to pay 
$305 each month to cover these minimum payments, which she has been doing. But to truly 
eliminate debt, you have to pay more than the minimum. In fact, if you’re only paying the 
minimum, the interest will build so quickly that you won’t be able to get out of debt.  
 
The debt snowball method attacks the smallest debt first, then the next one, then the next one. 
You build momentum, just like a snowball going down a hill. Instead of the minimum payment 
of $25 on the first credit card, let’s say she’s going to pay $225, while still making minimum 
payments on the other two debts. By doing this, she will pay off that $650 credit card debt in 
three and a half months. It’s going to take that long because interest keeps building on it while 
she is paying it off. Once she has paid off that debt, she can take that $25 minimum payment 
plus the extra $200 payment and move it to the next debt. Adding that to the $60 she was 
already paying, she will be putting $285 toward that second credit card debt each month, 
starting in month four. Once she has paid off that second credit card debt, she can focus my 
energy and that extra money toward the student loan. I love to see how she gained momentum 
by continuing to reallocate money toward the next debt!  
 
The debt snowball method is great, but it’s not the only way to handle debt. Another method 
focuses on paying off the highest interest debt first. In this case, we’d focus on the second 
credit card because it has a higher interest rate. Then she’d pay off the first credit card, then all 
her attention would go to the student loan. I have one last note here. As you are working on 
crushing your debt, you have to follow your budget to make either of the repayment plans work 
for you. That means not accumulating more credit card debt by overspending. Sticking to your 
budget allows you to shrink the debt and eventually become debt-free. If you need to look at 
other debt repayment options, it’s a great idea to sit down with a Shepherd Financial team 
member. 
 
I want to remind you that it’s important to evaluate your progress, because you want to keep 
your goals in front of you to know why you’re doing what you’re doing. Budget maintenance 
should be happening at least monthly to make sure you’re on track. Once you have built up 
your emergency fund and paid off your debts, consider reallocating that money toward some 
savings goals. That same debt snowball principle can work in a positive way. Once you’ve hit 
one savings goal, you can shift that money to save for other things. And one last, important 
note. Be patient with yourself. Deciding to behave differently when it comes to your finances is 
just as hard as starting to eat well or working out. Acknowledge you won’t do this perfectly, 
and remember: you have a system in place to help you get back on track if that occurs. 
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If you’d like to talk with one of our team members, you can always call us at 844.975.4015 or 
317.975.5033.  
 
 

 


