
Six Smart Financial Steps for Recent College Grads 
With a fresh college diploma in hand, it’s time for grads to get a handle on finances 

First comes the diploma, then come the questions: To dive right into work, to travel or 
pursue an advanced degree? Where to live? What kind of career to pursue? 

Behind the major life choices that confront recent college graduates once they leave 
school lurks a single, fundamental issue: finances. 

By taking just a few basic but vitally important financial steps straight out of college, new 
grads can provide themselves with the foundation on which to build a thriving life in the 
“real world,” whatever direction they choose to take after graduation, according to the 
Financial Planning Association, the largest organization of personal finance experts in 
the United States. Those steps include: 

1. Seeing the Big Picture clearly — where you’re at financially right now, where you’d
like to be over the near-, medium-, and long-term, and how you plan to get there. If 
you’re working, what’s your income? What necessary expenses do you need to cover, 
from student and/or car loans to housing expenses, utilities and food? These are the 
items that go into developing a budget or spending plan (check out 
https://mappingyourfuture.org/money/budgetcalculator.cfm for a handy spending plan 
template). As important as financial responsibilities like budgeting and bill-paying are, 
setting goals is where the fun really begins: What do you want to do with the money 
you earn, here in the near-term, and over the long term? Do you envision being a 
homeowner, starting a family, pursuing your hobbies and passions, and eventually, 
somewhere down the line, living comfortably in retirement? Closer at hand, are you 
looking to buy a car, take a trip or pay off a student loan? Now you have a vision to work 
toward fulfilling. 

2. Fulfilling these goals doesn’t just require money, it requires devising an actual plan
— a strategy for how you will handle your money in order to get where you want to go in 
life. There’s meaning in the truism, “You don’t know what you don’t know.” Your best bet: 
go to someone who knows personal finance. In a matter of just a couple hours, a 
certified financial planner can work with you to develop a plan that shows a clear 
pathway to reaching your goals, while offering practical advice on the most efficient ways 
to handle your money, from investing to retirement plans to taxes. To find one in your 
area, visit the Financial Planning Association’s national database at 
http://www.PlannerSearch.org.  

“A financial planner can really demystify the whole process for you,” says Melissa 
Brennan, certified financial planner with Vogel Financial Advisors in Dallas, Texas. “You 
need someone who can give you wise financial counsel. Their advice can really be 
valuable.” 

3. Taking direct aim at debt. That means weighing your options regarding any student
loan obligations — consolidation, refinancing, renegotiation, etc. — while also being 
careful about taking on new debt via credit cards, etc. “I suggest paying off [loans on] 
depreciating assets [such as a car] as quickly as possible,” says Brennan.  

For grads who have substantial student loan debt, she suggests investing in a term life 
insurance policy that runs the duration of the loan and names the loan’s guarantor/co-
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signor (often a parent) as the beneficiary of the policy. That way, if you die, the loan 
guarantor can use proceeds from the policy to pay off the loan rather than having to pay 
it out of their own pocket. 
 
For people with student loan debt, it’s also worth investigating loan forgiveness 
programs. Those with federal loans who enter certain public-service professions, such 
as teaching and nursing, may qualify for the Public Service Loan Forgiveness program 
(http://studentaid.ed.gov/repay-loans/forgiveness-cancellation/charts/public-service), 
Also keep in mind, certain employers will help pay off student loans for people they hire 
out of college. It’s worth asking if your employer or potential employer offers that kind of 
assistance. 
 
 
4. Setting aside cash for emergencies. Unexpected stuff happens — a health issue, 
car expenses, a job lay-off. To prepare and provide yourself a bit of a financial cushion, 
just in case, personal finance experts recommend setting aside three to six months of 
living expenses in a savings account. That’s money you’ll only touch in an emergency. 
 
5. Putting money toward retirement — pronto. The financial choices you make now 
will impact your ability to make financial choices later, says Brennan. “There is an 
opportunity cost to every financial decision you make.” One of the wisest choices a 
recent grad can make is to start saving for retirement early. Saving 10-15% of what you 
earn — or even as little as 3% — when in your twenties, puts you in position to retire (or 
keep working) on your own terms. Those who don’t make the effort to save when they’re 
younger could find themselves working longer than they like when they’re older. 
 
If your employer offers a workplace retirement savings program [such as a 401(k)], start 
contributing to it promptly. If not, ask a financial planner or someone who has financial 
expertise to help you set up an IRA (individual retirement account). 
 
6. Building your own financial identity and credit history by opening checking and 
savings/money market accounts in your name and managing them.  
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