
FINANCIAL ADVICE FOR COLLEGE GRADUATES (AND YOUNG ADULTS)
Congratulations to all of the college graduates out there! This letter is aimed at helping college grads and other young adults get 
off to a good start in life by making good financial decisions. The financial choices you make (good or bad) in your 20s and 30s will 
have a huge impact on the rest of your life, due to the power of compounding. Here are some specific thoughts and recommenda-
tions on money, investing, and life for young adults.

1. Pay off your debt and avoid new debt. Make paying off your 
school loans, and especially any credit card debt, a priority. 
If you have a choice on student loans pick the longest pay-
ment term possible (so your monthly payments are smaller), 
and then pay it off sooner if you can. Only charge amounts on 
credit cards you can fully pay off each month. Other than your 
house or first car, if you can’t afford to pay with cash or a check, 
you probably can’t afford it.

2. Build an emergency fund. Save three months of living expens-
es and put it in a safe bank account.

3. Pay your bills on time. Late fees are costly and avoidable if you 
are organized, and paying late can also hurt your credit scores. Set up as many regular bills (and credit cards) as you can on 
auto-pay each month so there is no way you can be late.

4. Monitor and work on your credit rating. Using a credit card and paying off the balance on time each month will build a 
credit history for you and increase your credit rating. That will improve your odds of getting a future car loan or home mort-
gage, and may get you a lower interest rate on those loans.

5. Live below your means and start saving money now! Save 10%+ of your pretax income if you can. If you can’t save that 
much, save what you can (such as 3%) and increase your savings rate by 1% per year. If you start saving early, the power of 
compound returns will be working for you. If you start saving $4,000 per year at age 25, your savings will grow to over $1 
million by age 65 (assuming an 8% return). If you wait until you are 40 to start saving that same amount, you will only have 
$292,000 at age 65. Your savings rate is more important than your investment returns when you are young. Save more, 
spend less, and live below your means. Don’t try to maintain your parent’s lifestyle. They did not live like that when they 
were in their 20s. Set your savings on autopilot by taking it out automatically from each paycheck.

6. Don’t get in over your head on housing costs. Young people often get into more expensive housing (apartment, condo, 
home) than they can really afford, which leaves much less money for other spending and saving. Expensive housing often 
carries with it other higher costs such as maintenance and repairs, utilities, home owners association fees, etc. Just because 
the bank says you can afford it, doesn’t mean you should buy/rent with those high payments. Think of it as a place to live 
where you will be happy, not as a likely great investment. If you can’t afford to put 10%+ down to buy a home, you probably 
can’t afford it. 
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7. Invest in your company 401(k) plan. Companies often match 50%-100% of your own contribution up to 3% of your salary 
(which is free money to you). That is a 50%-100% instant, certain, return. We can’t think of better investments than that. 
Contributions to a 401(k) plan are tax deductible and grow tax free for decades (until you withdraw the money). Invest at 
least up to the full company match in your 401(k) plan if you can. Young people should also consider a Roth 401(k) or Roth 
IRA account.

8. Diversify your investments. Own a variety of stock funds, bonds, and other 
asset classes. This is easy to do using low cost index funds and ETFs.

9. Don’t invest in anything you don’t understand. This is simple, common sense 
advice that most people violate more than once. 

10. Focus on the long-term. Don’t try to get rich quick by taking a big risk going 
for a home run. Get rich slowly (but surely). Don’t try to “time the market;” it 
doesn’t work. Don’t trade in and out, or from one thing to another very often. Don’t get talked into the latest craze or hot 
investment that has performed really well for the past few years. You will likely be buying high. Stick with your investment 
strategy.

11. Watch your investment expenses. Most people ask the price of nearly every other thing they purchase except investment 
products, even though they are often spending ten times as much on the investment products. Ask, “How much does it 
cost?” Use low cost index-based funds and exchange-traded funds (ETFs) for much of your investing. They are typically low 
cost, diversified, simple, transparent, liquid, and over time tend to perform better than most actively traded funds.

12. Consider using online budgeting software like Mint.com to track your spending. These tools can link your savings account, 
checking account, and credit cards to help automatically track your spending and budget.

13. When you start having children, buy additional term life insurance on yourself, and draft wills. Term life insurance is easy 
to understand and quite inexpensive when you are young.

14. Set goals. Goals such as to pay off your debts in four years, to save up enough to buy a house in six years, or to accumulate 
$50,000 in your 401(k) and other investments in seven years are all good examples. By establishing a financial goal and 
tracking your progress, you are much more likely to achieve it.

15. Network. Keep in touch with your friends, clients, classmates and co-workers. In terms of getting new jobs and opportuni-
ties, it is often as much “who you know” as “what you know.” LinkedIn, Facebook, and Twitter are some tools that make this 
much easier to do. Keep all your online profiles and interactions professional. 

16. Find a job that you love. People who do what they love as an occupation tend to be happy and successful (as defined by 
them). It is not all about money. People often have many different jobs over the course of their careers. Keep searching for 
the right fit for you. Having a happy life and fulfilling career is what most people strive for and dream about. Go after it.

Young adults who follow this advice will be aimed in the right direction, and on the right path for future financial success. It is not 
easy, but with the right plan it is achievable. 

“Find a job that you love. 

People who do what they 

love as an occupation tend 

to be happy and successful,” 


