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Keeping track of spending — so you can 

understand your habits and spend more  

wisely — is an important reason for creating  

a household budget.

This infosheet can be a starting place for those 

creating a household budget for the first time and 

is intended to provide helpful hints. It is based on 

the same principles as many popular personal 

finance programs. Following these guidelines 

should be a complement to any interactive 

budgeting program you may want  

to use.

Budgeting basics

 Know what you earn

 Know where you spend it

 Separate essential from nonessential 

expenses

 Calculate the difference between what  

you earn and what you spend

 Get your spending in line with your earnings

After you collect the information suggested 

here, you may use a ledger, spreadsheet or 

personal finance program to create your budget.

Know what you earn

List your take-home income. Any income that 

you could reasonably expect to earn in the 

current year should be included. Most often 

this includes salary, rental income, investment 

income, tips, pensions, royalties and child 

support payments. Gifts or bonuses may be 

included, but only if you are certain you will 

receive them in the coming year.

KEY POINTS

 Most financial experts recommend that you set aside an emergency fund with enough money  

to cover six months of expenses in case you become disabled or lose your job

 You don’t have to create an emergency fund all at once, or panic if you don’t have one in place. 

However, you could designate an account that will serve as an emergency fund and begin to put 

money into it. Even if you only add $10 per month, it’s a good way to start.

MFS ADVISOR EDGE®

Creating a
Household Budget

MFS HERITAGE PLANNING®  >  FINANCIAL BASICS

This material should be used as helpful hints only. Each person’s situation is different.  
You should consult your investment professional or other relevant professional before making any decisions.
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Statistics tell us that the leading cause of household stress is money. Yet many people do not have a system  

for knowing where their money goes once it comes in the door.

Budget planning

 Retirement accounts 

may be a good place to 

consider putting any 

surplus income.

 It is a good idea to review 

your budget once a year 

to see if you need to make 

any significant changes.
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Make sure you deduct all applicable taxes and prepay check 

contributions so your income total represents money you actually 

have to spend.

Know where you spend it

Create a monthly list of your expenses. Start with your  

essentials — shelter, food, clothing — and then move on to 

nonessential expenses.

Hint: Credit card bills and bank statements are great places to 

start creating a budget, especially if you use these cards regularly.

For example, if you use a debit card every time you shop for 

groceries, this will appear as a separate line item on your bank 

statement, so it’s easy to keep track of. Since most people shop for 

the same types of items at the same stores, you can organize your 

budget the same way.

If you buy groceries at Food Mart, beauty supplies at Beauty Mart 

and visit Wholesale Mart once a month for items that you buy in 

bulk, these can all be line items on your budget.

Hint: Record all of your expenses as a monthly amount. 

You may need to divide annual expenses (such as property taxes) 

by 12 or spread quarterly payments out over a year. The following 

list is a suggested starting point for categorizing your expenses.

Items to include in a household budget

Housing

Mortgage payment

Rent payment

Line of credit payments

Other home loan payments

Home or rental insurance

Real estate taxes  

(if paid separately from your mortgage)

Condo fees

Home improvement expenses

Landscaping expenses

Other municipal fees or expenses  

(landscaping, trash removal, etc.)

Home decorating expenses

Utilities

Electricity

Heating

Water and sewer

Telephone

Cell phone

Internet access

Long-distance telephone

Cable TV

Household consumables

Groceries

Takeout food

Health products and medicines

Cleaning products

Beauty aids

Dry cleaning

Transportation

Car payments

Car insurance

Car maintenance

Gas

Rental cars

Public transportation

Commuting costs

Predictable travel expenses  

(for annual family trips, vacations, etc.)

Essentials

Health care expenses

Pension contributions

Savings contributions

Mutual fund account contributions

Investment account contributions

Emergency fund  

(See first page for information on keeping an emergency fund.)

MFS ADVISOR EDGE®
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Entertainment

Dinners out

Club memberships

Movie and theater tickets

Video rentals and streaming

Tickets to sporting events

Vacation expenses

Child care

Daycare

Tuition

Music lessons

Babysitters

Birthday party gifts

Student loans

School pictures

School activity fees

College savings accounts

Other

Charitable donations

Gift expenses for

 birthdays

 holidays

 graduations

 showers, weddings, etc.

Hair care

Hobby expenses

Separate essential from nonessential expenses

Before you compare your income to your expenses, use a 

highlighter to mark the items you consider essential. This quick 

step will be helpful when you’re looking for places to  

trim expenses.

Calculate the difference between what you earn  

and what you spend

Add up your monthly expenses and compare them to your 

monthly income.

Get your spending in line with your earnings 

After you have added up your monthly expenses and compared 

them to your monthly income, you will be left with two possible 

courses of action, depending on the results.

If your expenses are greater than your income, it’s time to get 

serious. Next to the column in which you recorded last year’s 

expenses, make a new column for your current year’s budget. The 

costs that can’t be changed should be written in the new column 

as is. (Of course, if you pay real estate taxes with your mortgage 

and those taxes are expected to increase, you should  

try to reflect this increase.)

Then you may want to take a serious look at those items that 

you have decided are nonessential to see where you can make 

cuts. The goal is to create a realistic idea of how you can get your 

expenses in line with your income.

If your expenses are less than your income, you may want to 

consider an emergency fund, investments, retirement accounts 

and education planning accounts as options. You may also want 

to look at nonessential items and cut where you can to provide for 

these other accounts. And you may want to build in an inflationary 

increase in certain items.

MFS ADVISOR EDGE®
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Issued in the United States.
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The good news is that, regardless of the cause 

or amount of your debt, there are steps you can 

take to manage and overcome it.

First, you need to remember that there is 

generally no quick way to get out of debt — 

solving your debt dilemma typically requires 

time and effort. Additionally, you may want to 

address your debt sooner so that you may not 

be paying more later.

When trying to reduce debt, consider the 

following eight-point game plan:

1. Take control right now

There may be no better time than the present to 

reduce your debt. But before you do anything, 

evaluate your financial records to determine 

your income and your expenses.

In one column, list your regular monthly 

income, such as salary and pensions. In a 

second column, list all your expenses. Start with 

your major expenses, such as mortgage or rent, 

utilities, food, transportation and credit card

payments. You should also include any 

additional cash expenditures, as well as any 

expenses that occur other than monthly, such 

as property taxes and insurance.

2. Create a budget

“If you fail to plan, then you plan to fail” is  

a common expression, and it applies to  

your finances. 

Based on your income and expenses, you 

should plan and establish a budget that helps 

you allocate money for all of your categories  

of spending.

Look over everything and consider eliminating 

unnecessary costs. You might want to  

consider having more meals at home instead  

of dining out.

As you create a budget, include the entire family 

in the process so they will better understand 

your financial situation.

KEY POINTS

	■ The sooner you address your debt, the sooner you can begin to do something about it.

	■ Developing a budget and sticking to it is a good way to get a handle on your finances.

	■ You need to pay particular attention to your credit cards — how many you have and how much 

debt you accumulate on each.

Debt: It’s something that nobody wants but just about everyone has. It’s easy to get into and hard to get out of.

This material should be used as helpful hints only. Each person’s situation is different. 
You should consult your investment professional or other relevant professional before making any decisions.

MFS ADVISOR EDGE®
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Contact your financial advisor or investment professional for more  
information or visit mfs.com.
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Reducing Debt Takes Commitment and Patience

Reexamine the numbers with them and look for ways to increase 

income while trimming expenses. For instance, can another 

member of the family take on a job? If you are renting, is it feasible 

to move to less-expensive housing?

For more tips on budgeting, see the MFS Heritage Planning® 

infosheet “Creating a Household Budget.”

3. Pay off your credit cards

Consider eliminating credit card debt as one of your top priorities, 

because paying it off can give you flexibility. If you are stretched to 

the limit now, that means you have no margin for error, no room to 

maneuver in an emergency. Paying down the debt allows you to 

free up some of your cash flow for other things.

One great way to reduce credit card debt is to pay more than the 

minimum. Do not settle for that nice low number on your bill.  

Can you pay more? If you can, then you should consider doing so. 

Also, remember to pay your credit card bills on time. Paying late 

is another debt sin that you want to avoid, or you will be hit with 

unnecessary late fees.

4. Reduce the number of credit cards you have

You should also consider having only a few credit cards and 

making sure they have the lowest interest rate available. Do not  

be afraid to shop around and consolidate your credit card debt  

by transferring to one or two cards to get a better rate.

5. Consider not taking on additional debt

Remember what got you into trouble. Handle what you have first 

before you start adding to your debt. You can do this by resolving 

that you will only use your credit cards for emergencies over a 

certain time period, say six months. For other purchases, you 

can use cash or a debit card. Finally, credit card debt should be 

distinguished from so-called good debt, such as a mortgage, 

which can be seen as more beneficial because it is tax deductible 

and can also be a financial asset.

6. Contact your creditors

If you find yourself in dire consequences, speak directly with the 

organizations to which you owe money because they may be 

willing to arrange a payment schedule that could enable you to 

temporarily reduce monthly contributions. If you own your home, 

ask your mortgage company about a forbearance agreement, 

which can lower or eliminate payments for a set period of time.

7. Consider credit counselors

You may opt to get help with your situation rather than handling 

the details yourself. Assistance is available for little or no cost 

through government programs or credit counseling services  

that will work with you to develop a long-term plan to pay off  

debt. However, using these services may have a negative  

impact on your credit rating. You may want to consult a financial 

advisor or investment professional for input and advice. Ask 

friends and relatives for recommendations on financial advisors 

or investment professionals or contact professional associations, 

such as the Financial Planning Association.

8. Stay vigilant

Once you have reduced or even paid off your balances, remember 

to guard against incurring debt again. If you lack self-discipline, 

consider phasing out credit cards and using debit cards instead.

Debt management is a continual process, so stay on top of your 

situation and try to keep more of your money!

Resource

Financial Planning Association (FPA).* 

www.plannersearch.org.

*Neither MFS nor its subsidiaries are affiliated with the Financial 

Planning Association (FPA). This entity/product/link is being 

provided as a convenience and for informational purposes only 

and does not constitute an endorsement or approval by MFS.®

—The Financial Planning Association (FPA) is a leadership 
and advocacy organization representing the financial 
planning community.

MFS® does not provide legal, tax, or accounting advice. Any statement contained in this communication (including any attachments) concerning U.S. tax matters was not intended or written to be used, and 
cannot be used, for the purpose of avoiding penalties under the Internal Revenue Code. This communication was written to support the promotion or marketing of the transaction(s) or matter(s) addressed. 
Clients of MFS should obtain their own independent tax and legal advice based on their particular circumstances.
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As a result, new graduates often have to strike a balance between paying back their student loans and 

beginning to save for retirement. The best approach depends on each graduate's unique circumstances; 

however, there are three guiding principles to consider:

Create a monthly budget

Determining how much you spend on rent, student loan payments, groceries and other 

necessities is an important fi rst step toward developing a fi nancial strategy. This exercise can help 

you understand what you can afford to spend on "fun stuff."

Make your student loan payments on time

Making your minimum loan payment every month is critical. If minimum payments are not within 

your budget, there may be resources available to help you refi nance.2 If you have more than one 

loan, paying off higher-interest-rate loans fi rst is generally the best option.

Take advantage of your company’s retirement plan match

If you can afford it, contributing to your employer’s retirement plan and taking advantage of an 

employer match can be one of the best returns on investment you can fi nd. Effective in 2024, 

employers are permitted to make matching contributions to a defi ned contribution plan on 

qualifi ed student loan payments. Check to see if your employer offers such a program. 

What is an 

employer matching 

contribution? 

An employer matching 

contribution is when 

your employer 

contributes money to 

“match” the money 

that you put into your 

retirement account. 

For example, for 

every $1.00 you save, 

your employer may 

contribute $0.50, up to 

a certain percentage of 

your salary. There are 

different kinds of match 

structures, so look at 

what your employer 

may offer and consider 

whether you are 

contributing enough to 

the retirement account 

to maximize your 

employer's match.

MFS ADVISOR EDGE®

Can Student Debt Coexist 
With Retirement Savings? 

RETIREMENT BASICS

mfs.com

NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE
See the reverse side for more on balancing retirement and student debt.

With the ever-increasing cost of higher education, student debt can be a signifi cant issue for new graduates. 

A recent report estimates that the average student loan debt is nearly $43,000,1 and debt levels are likely 

to increase. 

This material should be used as helpful hints only. Each person’s situation is different. You may want to consult your 

investment professional, fi nancial advisor or other relevant professional before making any decisions.

1  Source: educationdata.org August 8, 2025.

2 Consumer Financial Protection Bureau- Repay student debt website consumerfi nance.gov/paying-for-college/repay-student-debt/.
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ASSUMPTIONS

Age: 21 years old

Salary: $55,000 

($4,583/month)*

Annual salary 

increase: 2%

Student loan details: 

$40,000 balance, paid 

over 10 years at 5.0% 

fi xed interest rate;3

monthly payment = 

$423 

Employer match: 

50% on fi rst 6% 

of retirement 

contributions

Annual investment 

returns: 6.0%

*Pre-tax salary

These hypothetical 
examples are for 
illustrative purposes 
only and are not 
intended to predict 
the returns of any 
investment choices. 
Rates of return will vary 
over time, particularly 
for long-term 
investments. There 
is no guarantee the 
selected rate of return 
can be achieved. Any 
investments may have 
fees and expenses 
that are not taken into 
account, which would 
lower the performance. 
Regular investing does 
not ensure a profi t or 
protect against loss in 
declining markets.

Understanding how your decisions can affect retirement savings 

Camila and Riley both graduate from college and start new careers. Each has $40,000 of student 

loans to pay off and a student loan payment of about $423 a month. 

After reviewing her budget, Camila determines that she can afford to contribute 6% of her pay ($275 

a month) to her employer’s retirement plan, allowing her to take full advantage of her employer’s 

3%-of-pay matching contribution. Riley has a tighter budget and decides not to contribute to his 

employer’s retirement plan until he has paid off his loans.

Key takeaway to c onsider

Start saving for retirement as soon as you can afford to do so. New graduates should budget 

carefully to determine whether they can afford to begin saving for retirement and take 

advantage of an employer’s matching contribution while also paying down their student 

debt. Early savings can have a signifi cant impact on retirement account balances years down 

the road.
3  Source: studentaid.gov, salliemae.

com; Lowest fi xed interest rate for 

direct federal loans is 6.39% for the 

period 7/2025–6/2026. Lowest rate 

on private loan through Sallie Mae 

is 2.9%. Higher rates may apply in 

certain circumstances. 

Saving for retirement early 

in your career . . .

Hypothetical retirement account 

balances after working for 10 years

Projected retirement account in 10 years

Can have a big impact on 

savings later in life

Hypothetical retirement account 

balances at age 65

Projected retirement balance at age 65

Riley's balance is projected to accumulate to 

nearly $847,000, a high balance, but much 

lower than Camila’s balance of just over $1.4 

million, illustrating how those early savings 

years can have a meaningful impact on 

outcomes when compounded over a long 

period of time.

Camila

$73,194

$0

Riley Camila

After 10 years, Camila and Riley both pay off 

their student loans. Camila’s retirement 

savings have grown to about $73,000. Riley 

has a balance of zero.

$1,406,549

Riley

$846,494
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What is an employer- 

matching contribution?

Your employer puts in 

money to "match" the 

money that you put 

into your retirement 

account. For example, 

for every $1.00 you save, 

your employer may 

contribute $0.50, up to 

a certain percentage of 

your salary. There are 

different kinds of match 

structures, so look at 

what your employer 

offers and consider 

contributing enough to 

your retirement account 

to maximize your 

employer's match.

A Balancing Act — Saving for 
Retirement and an Education

RETIREMENT BASICS

mfs.com

NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE
See the reverse side for more on balancing retirement and education savings.

To successfully save for retirement, we feel it is critical to start early and keep saving. But how can you stay on 

track for retirement while balancing other fi nancial priorities, such as saving for your children's education? 

Fortunately, there are tax-effective ways to save for retirement and higher education that can help 

accomplish these goals. 401(k) plans and IRAs allow for tax-deductible retirement contributions and 

tax deferral on investment gains while 529 savings plans defer taxes on investment earnings and 

offer withdrawals free from federal taxes if used for qualifi ed education expenses.1

This might sound familiar

Erin started a new job right out of college and increased her retirement plan savings over the 

years. Now age 35, she saves 10% of her pay, which includes maximizing her employer's matching 

contributions (4.5%). She's made a great start building toward a comfortable retirement portfolio 

with over $100,000 currently in her retirement account. However, life sometimes gets in the way of 

savings goals: Erin and her spouse just welcomed a new baby — Luis — into the family.

Erin knows funding an education can be expensive and is likely to be even more so in the future. 

So she has a dilemma — should she continue to save toward her retirement plan, or start setting 

aside money for Luis' education? 

Let's look at how Erin's retirement account might be impacted if instead of directing 10% of her pay 

to her retirement plan, she directs 6% to retirement (continuing to maximize her employer's match) 

and 4% to a 529 plan.2

RETIREMENT
SAVINGS (10% OF 

PAY ANNUALLY)

RETIREMENT
SAVINGS (6% OF 
PAY ANNUALLY)

529 SAVINGS 
(4% OF PAY 
ANNUALLY)

=

+

$1,342,000 in 

Erin's retirement 

account at age 65

=
$1,183,000 in Erin's 

retirement account at age 

65 and $76,000 in Luis' 529 

account at age 18 

It's a balancing act — now Erin has a 

smaller retirement savings account 

balance, but she also has some savings 

in Luis' 529 account.

1  You will be subject to federal 
income tax, and a 10% federal tax 
penalty may apply on earnings 
if amounts are withdrawn for 
something other than qualifi ed 
education expenses. The Secure 
2.0 Act of 2022 allows for 529 
assets that have been maintained 
for at least 15 years to be rolled 
over on a tax-free basis to a 
Roth IRA for the benefi t of the 
benefi ciary, subject to a lifetime 
limit of $35,000. This is effective for 
distributions after December 31, 
2023. There are other restrictions 
not listed here that may apply. 
Consult your tax advisor.
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2 Key assumptions

Starting age = 22

Starting salary = $40,000

Annual pay increase = 2%

Employee contribution = 3% 

escalating by 1% per year up 

to 10%

Employer contribution = 3% 

match on fi rst 3% deferral, 

plus 50% of next 3% deferral 

(maximum match of 4.5%)

529 plan savings starts at age 

35 and continues for 18 years 

until age 53

Between ages 35 and 53, 6% 

of pay directed to retirement 

account and 4% of pay directed 

to 529 plan savings

From age 54 to age 65, 

retirement account 

contribution goes back to 10%.

Assumed fi xed rate of return of 

6% per year

Age at retirement = 65

Excess returns are above 

and beyond the passive; for 

example, excess return of 0.5% 

uses a 6.5% annual return. 

These hypothetical examples 
are for illustrative purposes 
only and are not intended 
to predict the returns of any 
investment choices. Rates 
of return will vary over time, 
particularly for long-term 
investments. There is no 
guarantee the selected rate 
of return can be achieved. 
Any investments may have 
fees and expenses that are 
not taken into account which 
would lower the performance. 
Regular investing does not 
ensure a profi t or protect 
against loss in declining 
markets.

The good news is that Luis' hypothetical 529 account is assumed to grow to $76,000, which would 

certainly help with future education expenses. However, this comes at a cost to Erin's retirement 

account; she is projected to have $159,000 less than she thought she would.

Adding in active management

How might the results look if Erin, by investing in actively managed funds, were able to earn just a half-

percent more a year on her investments from age 35 on?2

Here we see that the additional return of 0.5% per year, 6.5% altogether, could result in a retirement 

account balance of over $1.3 million, more than her original retirement projection, and a projected 529 

account balance of $80,000, further helping defray future education expenses.

When considering active and passive funds (i.e., index investing and ETFs) there are some differences 

between the two investing styles. Investors may want to consider aligning with their goals and what is 

important to them. Index funds and ETFs generally track the indices or exchanges on which they are 

modeled. Active managers seek to outperform market indices and can make strategic decisions as well 

as attempt to manage risks in market fl uctuations that are unavailable to index/ETF managers because of 

specifi c guidelines. Both passive and active investing involve risk. Neither approach guarantees positive 

results. Paying attention to long-term performance may provide greater insight into how a fund performs 

during both up and down markets, compared to focusing on short-term returns.

Key takeaways

Early saving can form a foundation to help cushion unexpected changes in your 

retirement journey.

Although active management can lose money, the possibility of added returns above an 

index from active management, often referred to as excess returns, can potentially help 

balance retirement and educational savings goals.

RETIREMENT
SAVINGS (6% OF 
PAY ANNUALLY)

529
SAVINGS (4% OF 
PAY ANNUALLY)

ACTIVE
MANAGEMENT (0.5% 
ADDITIONAL RETURN)

+ + =
$1,322,000 in Erin's 

retirement account at age 

65 and $80,000 in Luis' 529 

account at age 18 

Half a percentage point in additional returns could 

potentially put Erin back on track with her retirement 

account while also potentially adding to Luis' 529 account.

PAGE 2
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A pay raise often comes as we gain more experience and responsibility. While raises often help us more comfortably 

meet our day-to-day expenses, they also provide an opportunity to bolster our retirement savings. 

Below, we explore how employees receiving a pay increase can put some of that raise to work in their 

retirement plan. Although past performance is no guarantee of future results, we look at how increasing 

contributions by 2% (about $1,000 per year) affected the retirement account of a hypothetical 

participant over the past 16 years.

Increased contributions led to higher account balance
Hypothetical example based on results between 1/1/2010 – 12/31/2025

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

$400,000

$105,824
 $125,981 

$219,645
 $245,152 

$25,000 $25,000

The small adjustment 

of contributing 2% 

more resulted in an 

account balance that 

was $45,664 higher

STANDARD CONTRIBUTION CONTRIBUTE 2% MORE

FINAL BALANCE: 

$350,468

FINAL BALANCE: 

$396,132

Starting Balance     Contributions    Investment Returns

Asset Allocation is an investment strategy that aims to balance risk and reward by apportioning a portfolio’s assets according to an 

individual’s goals, risk tolerance and investment horizon. Diversifi cation is a risk management strategy that mixes a wide variety of 

investments in a portfolio. Rebalancing is the process of realigning the weightings of a portfolio of assets (ADR).

For purposes of this comparison, return calculations were based on monthly returns from January 1, 2010 through December 31, 2025 

for the following indices, which we list and defi ne here — the S&P 500 Index measures the broad US stock market. The Bloomberg US 

Aggregate Bond Index measures the US bond market. The MSCI EAFE Index (net) measures the non-US stock market. Index 

performance does not refl ect the deduction of any investment-related fees and expenses. It is not possible to invest directly in an index. 

Asset allocations rebalanced monthly. Pay increases effective 1/1 of the following year. Contributions and match made at month-end. 

The use of a systematic investing program does not guarantee a profi t or protect against a loss in declining markets. You should consider 

your fi nancial ability to continue to invest through periods of low prices. Past performance is no guarantee of future results.

Keep in mind that no investment strategy, including ADR, can guarantee a profi t or protect against a loss. Also, 

all investments carry a certain amount of risk, including the possible loss of the principal amount invested.

See the reverse side for other important information.NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE

A Potential Opportunity to 
Contribute More for Retirement?

RETIREMENT BASICS

mfs.com

Key assumptions

  Age (as of 1/1/2010): 35

  2007 Salary: $50,000

  Balance as of 1/1/2010: 

$25,000

  Salary increase per year: 

3%

  Employee contribution 

for “standard contribution” 

scenario: 6% of salary

   Employee contribution 

for “contribute 2% more” 

scenario: 8% of salary

  Employer match: 

4.5% of salary

  Asset allocation: 

– 50% US equity

– 30% non-US equity

– 20% US aggregate fi xed 

income

Source: SPAR, FactSet Research 

Systems Inc., MFS analysis.

Hypothetical examples are for 

illustrative purposes only and 

are not intended to represent 

future performance of any 

MFS® product.
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Redirecting a portion of 

your pay raise toward your 

retirement plan contributions 

could result in a substantial 

increase in your account over 

the long term.

“Standard & Poor’s® ” and “S&P® ” are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”) and Dow Jones is a registered trademark of Dow Jones Trademark Holdings LLC 

(“Dow Jones”) and have been licensed for use by S&P Dow Jones Indices LLC and sublicensed for certain purposes by Massachusetts Financial Services Company (“MFS”). The S&P 500® is a 

product of S&P Dow Jones Indices LLC, and has been licensed for use by MFS. MFS’ product(s) is not sponsored, endorsed, sold or promoted by S&P Dow Jones Indices LLC, Dow Jones, S&P, or 

their respective affi liates, and neither S&P Dow Jones Indices LLC, Dow Jones, S&P, their respective affi liates make any representation regarding the advisability of investing in such product(s).

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affi liates (collectively "Bloomberg"). Bloomberg or Bloomberg's 

licensors own all proprietary rights in the Bloomberg Indices. Bloomberg neither approves or endorses this material, or guarantees the accuracy or completeness of any information herein, 

or makes any warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or 

damages arising in connection therewith.

Source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not 

be further redistributed or used as a basis for other indices or any securities or fi nancial products. This report is not approved, reviewed or produced by MSCI. The views expressed are those 

of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to purchase any security or as a 

solicitation or investment advice from the Advisor. No forecast can be guaranteed.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries.

Distributed by: 

U.S. - MFS Investment Management; Latin America - MFS International Ltd. 

Please note that in Europe and Asia Pacifi c, this document is intended for distribution to investment professionals and institutional clients only. In Canada, this document is 
intended for distribution to institutional clients only.

Canada- Issued in Canada by MFS Investment Management Canada Limited. U.K./EMEA - MFS International (U.K.) Limited (“MIL UK”), a private limited company registered in England and 

Wales with the company number 03062718, and authorized and regulated in the conduct of investment business by the U.K. Financial Conduct Authority. MIL UK, an indirect subsidiary of MFS, 

has its registered offi ce at One Carter Lane, London, EC4V 5ER UK/MFS Investment Management (Lux) S.à r.l. (MFS Lux) – MFS Lux is a company is organized under the laws of the Grand Duchy 

of Luxembourg and an indirect subsidiary of MFS – both provides products and investment services to institutional investors in EMEA. This material shall not be circulated or distributed to any 

person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance or distribution would be contrary to 

local regulation. Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd (“ MFS Australia”) holds an Australian 

fi nancial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.; Hong Kong - MFS International (Hong Kong) Limited (“MIL 

HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL HK is approved to engage in dealing in securities and asset 

management regulated activities and may provide certain investment services to “professional investors” as defi ned in the Securities and Futures Ordinance (“SFO”).; Japan - MFS Investment 

Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust Association, Japan and the Japan 

Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and market conditions, the total amount 

nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fl uctuation and investors may lose the principal amount invested. Investors should 

obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making the investments. Massachusetts Financial Services®
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Passing on your wealth is about leaving a legacy for future generations while keeping positive relationships 

between your children. Here are steps to consider that can help avoid common and costly mistakes and 

increase the likelihood that your estate transfers successfully and lasts through multiple generations. 

MFS ADVISOR EDGE®

Family Wealth Management:
Tips for a Successful Transition
Between Generations

MFS HERITAGE PLANNING®  >  FINANCIAL BASICS

This material should be used as helpful hints only. Each person’s situation is different. 
You should consult your investment professional or other relevant professional before making any decisions.

NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE

mfs.com

Understand why most transfers fail

A common reason why most wealth transfers fail 

is simple: lack of communication. Most parents 

are uncomfortable discussing money with their 

children. However, talking with your heirs lets you 

express the impact you hope the assets will have 

on your family and community — both now and 

after you’re gone. Pointed discussions of what 

you want to accomplish can help legacies endure 

for generations.

Avoid mistakes by planning

Map out and identify all of your immediate and 

extended family members to make a clear picture 

of whom you and your fi nancial professional may 

want to plan for. Before you talk with your heirs, 

document specifi c details — including names, 

addresses and contact numbers — and use 

this map for a planning conversation with your 

attorney, tax professional, fi nancial advisor or 

investment professional.

Communicate early and often

Keeping loved ones engaged in the inheritance 

planning process can increase the chances 

of a successful wealth transfer. Ensure that 

your loved ones have access to the names 

and numbers of all your legal, tax, insurance, 

employer and fi nancial contacts. Let your 

heirs know what they will inherit so that they 

can make plans for future assets that fi t with 

their life choices. This is especially true when 

passing on the family business. You might need 

to make alternative plans if heirs don’t want 

the business. Minor children should be given 

age-appropriate information as they mature. 

Engaging and educating heirs along the way 

can help them avoid mistakes later and protect 

against the negative impact of a surprise and 

lack of preparation.

KEY POINTS

Communicate early and often and be clear about your expectations and values 

Develop a family fi nancial map

Introduce your heirs to your fi nancial advisor or investment professional

13



Family Wealth Management: Tips for a Successful Transition Between Generations

Share your values

Sometimes, legacies involve leaving some of your assets to 

charities, schools or universities. Let your children know the 

reasons behind these donations so they won’t feel confused or 

resentful. The why of your estate is as important as the what if you 

hope to minimize confl ict when you’re gone. This can also be a 

time for your heirs to make their own wishes and feelings known 

so that they too can share their values with the family.

Take your time

The family wealth conversation should be an ongoing 

conversation. Legacies can be complicated. So can the 

reactions of family members as they review inheritance plans. 

Many investment professionals suggest hosting annual family 

meetings to discuss your legacy plans. 

Other considerations: 

Choose an executor who is outside of the family so siblings 

can communicate with an outside party as executor and not 

a relative

Have conversations with family members about family 

heirlooms to uncover if there are specifi c items they would like 

Create a family giving plan

Aim to achieve wealth transfer success

Most inheritance transitions derail for reasons you can potentially 

control. To leave a lasting legacy, work with your fi nancial 

professional to develop a plan, communicate your plan and values 

to your heirs before your passing and prepare them so they can 

plan for the future. If you express what you’d like to see your heirs 

accomplish with the inheritance, you can improve the odds that 

those assets will be there for your family for future generations.

MFS ADVISOR EDGE®

HP_FBFAMIL_FLY_7_25

30854.11

MFS FUND DISTRIBUTORS, INC., MEMBER SIPC, BOSTON, MA

Contact your financial advisor or investment professional 
for more  information.

MFS does not provide legal, tax, or accounting advice. Clients of MFS should obtain their own independent tax and legal advice based on their particular circumstances.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries.

Issued in the United States. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private limited company registered 

in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct Authority. MIL UK, an indirect 

subsidiary of MFS®, has its registered offi ce at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by MFS Investment Management 

(Lux) S.à r.l. (MFS Lux) – authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide products and investment services to 

institutional investors and is registered offi ce is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be circulated or distributed to any 

person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance or distribution would be contrary 

to local regulation.

Distributed by: Latin America - MFS International Ltd. Please note that in Latin America, this document is intended for distribution to investment professionals and institutional clients only.

PAGE 2PAGE 2
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Document Location of originals

Wills

Living trust

Medical Power of Attorney

General Power of Attorney

Durable Power of Attorney

Health care directive

Advanced Care Directive (ie POLST)

Life insurance policy 1

Life insurance policy 2

Charitable trust

Family foundation documents

Custodial accounts

LLC documents

Deeds to real property

Marriage license

Birth certifi cates of all

Prenuptials

Automobile titles

Burial instructions

Citizenship papers

Guardian papers

Organ donation papers

Domestic partner papers

Veterans benefi t papers

Divorce decree

Adoption papers

Letters to kids

Instructions for executors

Password fi le

Other

Other

mfs.com

MFS ADVISOR EDGE®

Settling an Estate 
Successfully: 
Document Locator 

FAMILY WEALTH

One of the greatest gifts 

we can give to our loved 

ones is an easily settled 

estate. Empower your kids 

by helping them fi nd the 

documents they need to 

successfully settle your 

estate during a diffi cult 

time. Filling out this table 

and giving it to them 

could turn a marathon of 

frustration into a sprint 

of accomplishment. Take 

an afternoon and simply 

mark the location of each 

of these important estate 

documents.

MFS® does not provide legal, 

tax, or accounting advice. 

Clients of MFS should obtain 

their own independent tax and 

legal advice based on their 

particular circumstances.

MFS FUND DISTRIBUTORS, INC., BOSTON, MA   MFSP_ESTATE_FLY_6_25    45297.5

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries. 

Issued in the United States by MFS Institutional Advisors, Inc. (“MFSI”) and MFS Investment Management. Note to UK and Switzerland readers: 
Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private limited company registered in England and Wales with the 
company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct Authority. MIL UK, 
an indirect subsidiary of MFS®, has its registered offi ce at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers:
Issued in Europe by MFS Investment Management (Lux) S.à r.l. (MFS Lux) – authorized under Luxembourg law as a management company for Funds 
domiciled in Luxembourg and which both provide products and investment services to institutional investors and is registered offi ce is at S.a r.l. 4 Rue 
Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be circulated or distributed to any person other than to professional 
investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance or distribution would be 
contrary to local regulation. 

Distributed by: Latin America - MFS International Ltd. Please note that in Latin America, this document is intended for distribution to investment 
professionals and institutional clients only.
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Should I Stay 
or Should I Go?

Steady versus 
disrupted saving

EMPLOYEE CONTRIBUTION

Amount invested $256,978 $193,099 $32,140

Final account value $896,728 $633,212 $279,196

EMPLOYEE CONTRIBUTION INCLUDING EMPLOYER MATCH

Amount invested $376,649 $284,024 $50,633

Final account value $1,342,001 $959,903 $446,580

HYPOTHETICAL ANNUAL RETIREMENT INCOME DERIVED FROM ACCOUNT

$94,949 $67,915 $31,596

43-YEAR PERIOD

33-YEAR BREAK7-YEAR BREAK

As you can see, Karen, who saved without disruption, had an ending account balance that was signifi cantly 

higher — about $260K without a match and about $380K with a match — than Sara, who left work for 

seven years, and over three times greater than Maria, who left the workforce permanently. Although Maria 

did not return to work, she let her savings grow versus withdrawing from the account. This resulted in a 

fi nal account balance of $446,580, which will help form a solid base for her retirement income.

Translating these balances into potential retirement income further highlights their differences and 

illustrates the potentially signifi cant impact on standard of living in retirement.

Key assumptions

Starting age = 22 | Starting salary
= $40,000 | Annual pay increase =
2% | Employee contribution = 3%
escalating by 1% per year up to 10%
| Employer contribution = 3% match
on fi rst 3% deferral, plus 50% of
next 3% deferral (maximum match
of 4.5%) | Fixed rate of return of 6%
per year | Age at break for Sara and
Maria = 32 | Length of break = 7 years
for Sara, 33 years for Maria | Salary
upon return = same as when left the
workforce | The hypothetical example 
assumes that when Sara returns to 
the workforce she contributes to her 
DC account at the same rate she was 
contributing when she left (10%) 
| Age at retirement = 65 | Assumed 
life expectancy = 20 years from age 
65 | Hypothetical annual income 
represents a level 20-year annuity 
calculated using a discount rate of 4%.

How leaving the workforce for caregiving potentially impacts your retirement nest egg
Leaving work to care for family members, such as children or elderly parents, is a tough fi nancial decision. But do you know how much 

it could impact your retirement savings? Here’s how saving steadily in a hypothetical employer-sponsored defi ned contribution (DC) 

retirement plan compares to taking a seven year break or leaving the workforce permanently:

These examples are for illustrative purposes only and are not intended to predict the returns of any investment choices. Rates 

of return will vary over time, particularly for long-term investments. There is no guarantee the selected rate of return can be 

achieved. Any investments may have fees and expenses that are not taken into account in these illustrations. The performance 

of the investments will fl uctuate with market conditions. Regular investing does not ensure a profi t or protect against loss in 

declining markets.

This material should be used as helpful hints only. Each person’s situation is different.
You should consult your investment professional or other relevant professional before making any decisions.

KAREN
NO CAREGIVER LEAVE

SARA
WITH CAREGIVER LEAVE

MARIA
WITH CAREGIVER LEAVE, DOES
NOT RETURN TO WORKFORCE

NOT FDIC INSURED • MAY LOSE VALUE • NO BANK GUARANTEE
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Contact your financial advisor or investment professional for more information or visit mfs.com.

MFS ADVISOR EDGE® PAGE 2

Should I Stay or Should I Go?

Insights and action steps

While the decision to leave work for caregiving is both personal 

and situational, it doesn’t have to derail your long-term saving.

Keep your savings on track by

continuing to invest small amounts while you’re out of 

work, possibly through a spousal IRA, to get the benefi t of 

compounding.

maximizing contributions to your employer-sponsored 

retirement plan before and after your time out of work.

choosing investment options with the potential to grow more 

early in your career, when you have more time to possibly 

make up for short-term losses from volatile markets.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affi liates and may be registered in certain countries.

MFS® does not provide legal, tax, or accounting advice. Any statement contained in this communication (including any attachments) concerning U.S. tax matters was not intended or written to be used, and 

cannot be used, for the purpose of avoiding penalties under the Internal Revenue Code. This communication was written to support the promotion or marketing of the transaction(s) or matter(s) addressed. 

Clients of MFS should obtain their own independent tax and legal advice based on their particular circumstances.

PAGE 2
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What Keeps You
Up at Night?

MFS HERITAGE PLANNING®

Saving for retirement is just one piece of your overall financial wellness. Please take a minute to review the topics 

and related questions below. Check off any concerns you or a loved one might have. Our goal is to help you 

navigate these challenges throughout your retirement savings journey.

This material should be used  

as helpful hints only. Each  

person’s situation is different.  

You should consult your   

investment professional or  

other relevant professional  

before making any decisions.

MFS® does not provide legal, tax,  
Social Security, Medicare or  
accounting advice. Clients of MFS 
should obtain their own independent 
tax and legal advice based on their 
particular circumstances.

NAME

ADDRESS

CITY

STATE

ZIP CODE 

BUSINESS PHONE 

HOME PHONE 

EMAIL

BEST TIME TO CALL

Early Career      How do I keep my records safe and organized?

     How do I create a budget to reduce my debt?

     What is a Health Savings Account (HSA)?

      How do I manage both paying off student loans and contributing  
to retirement?

      My employer offers a traditional and a Roth 401(k). Which option(s) 
would benefit me?

Mid Career      How much should I save for my children’s education?

  How do I teach my kids about money?

  Will my family be secure if something happens to me?

      I’m concerned about the market. Should I stop contributing to my 
retirement plan?

Late Career      Will my money last through retirement?

  How do I manage my various retirement plans?

   I’m concerned about the market. Should I stop contributing to my 
retirement plan?

   What should I consider when taking a distribution of employer 
stock from my 401(k)?

Post-Career Retirement      Do I need long-term care insurance?

     What should I do with my retirement plan assets upon retiring? 

     What should I know about estate planning?

Social Security & Medicare      How do I better understand Social Security? 

     What are my options for receiving spousal benefits?

      As a widow/widower, what are my options for receiving  
survivors benefits?

     I am divorced. What are my options for claiming Social Security?

     How do I better handle the complexities of Medicare?

Life Events      How do I merge finances after marriage?

     What do I need to know financially about becoming divorced?

      How do I determine if becoming a caregiver or leaving the 
workforce is a good decision?

     What do I do when a loved one dies?
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