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It is often a mis con cep tion that short-term goals should take pre ced ence over longterm
object ives as it is di�  cult to pre dict the future.
Grow ing one’s wealth is fre quently chal len ging as income increases.
The shop ping list gets longer, the search for ideal hol i day des tin a tions �lls your phone and
many other “essen tial” things take pri or ity over set ting long-term �n an cial goals, in gen -
eral.
A long-term �n an cial goal is often something that is at least seven years in the future, and
set ting them can help you to stay focused on your �n ances.
As the say ing goes, people do not plan to fail – they fail to plan. Here are �ve reas ons why
set ting long-term goals can set you on the path to �n an cial free dom.
Fin an cial secur ity
Fin an cial plan ning entails solv ing numer ous prob lems, set ting a sav ings plan and invest -
ing for the future.
A well-thought-out �n an cial strategy can be the di� er ence between �n an cial secur ity and
uncer tainty. While some may believe that �n an cial plan ning is reserved for the wealthy or
the eld erly, experts believe every one needs one.
Long-term �n an cial goals assist you in cre at ing a safety net for your future. There will be a
vari ety of expenses in your life, such as retire ment plan ning, emer gen cies and unfore seen
life events. Thus, hav ing a well-struc tured �n an cial plan and judi ciously adher ing to it
would provide a sense of �n an cial free dom.
Take advant age of the com pound ing e�ect
“Com pound interest is the world’s eighth won der,” Albert Ein stein fam ously said. “He
who under stands it earns it ... he who doesn’t ... pays it.”
When con sid er ing long-term wealth gen er a tion plans, one must con sider the bene �ts of
com pound ing interest. It is the pro cess of accu mu lat ing interest or growth on top of
growth.
This can cause the value of an invest ment to expand enorm ously over time.
If sig ni �c ant funds are not avail able for dis posal, one can use a Sys tem atic Invest ment
Plan. An SIP is a dis cip lined invest ment approach in which a �xed amount of money is
inves ted reg u larly. Let us sup pose two people, Rick and Ben, start invest ing $1,000 a
month until they are 65 years old.
Assum ing an aver age annual return of 10 per cent, Rick starts invest ing at the age of 25,
and Ben starts at the age of 45.
By the time Rick reaches 65, he would have accu mu lated $6.3 mil lion, while Ben would
have accu mu lated only $758,000 – that is the power of com pound ing returns!
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Avoid debt traps
Debt can provide instant sat is fac tion for people who desire something they can not a�ord,
but it often comes with high interest rates and dimin ishes people’s capa city to save and
cre ate healthy long-term plans.
On the other hand, debt is not always ter rible; it may be man aged by adopt ing some wise
life style choices and exer cising some dis cip line. Set ting the cor rect �n an cial goals requires
com ing up with a budget, devel op ing a debt pay back plan and com bin ing repay ments with
sav ings.
Life style design
Set ting long-term goals allows you to con struct the life style you want. A long-term plan
helps to build real istic scen arios that can high light how long your exist ing �n an cial port -
fo lio would con tinue to achieve the life style you seek. It also helps you to adapt and �ll in
any gaps, con trib ut ing to the accom plish ment of your goals.
Retire ment plan ning
Fin an cial inde pend ence in retire ment is one of the cru cial goals of hav ing a longterm �n -
an cial plan. Think ing about life as a 70-something is one of the most chal len ging aspects
of plan ning for retire ment. Many become so over whelmed by the pro spect of sav ing for an
unknown future that they fail to save any thing, which is the most cata strophic mis take one
can make.
A well-struc tured �n an cial plan enables you to begin sav ing early. When you are young,
you can start by invest ing in stocks or exchange-traded funds to receive higher returns
and, over time, you can increase your alloc a tion to bonds or mutual funds to avoid volat il -
ity.
Fin an cial plan ning is a con tinu ous ded ic a tion to one’s �n an cial prosper ity. Examin ing
your plan and updat ing your �n an cial pro �le fre quently is gen er ally recom men ded.


