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Foreword 

 
 
 
 
 
 
 
 

T WAS 3AM, WE HAD JUST FINISHED going over the 
presentation we had spent the last 48 hours endlessly 
working on and the client decided he wanted an entire new 

section. I didn’t know if I should laugh or cry at that point. It was 
about 8 months into my job in investment banking and while the 
adrenaline rush had started to fade, the doubts about career 
choice were augmenting. I thought back to why I decided to go 
into investment banking. The simplest answer was the most 
obvious one: I love cubicles. Kidding, it was of course for the 
money. In my first year of investment banking, I made just as 
much as my oldest sister did as an attending in family medicine. 
The difference was she spent 4 years in medical school and 3 
years in residency, whereas I was 22 years old and fresh out of 
undergrad at NYU. Not too shabby. 

From as long ago as I could remember, I liked studying math 
and science. My sisters and I would do science experiments in 

I 
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the kitchen when my Mom would cook and my Dad would 
always give me some challenging math problems. In high school 
I entered science competitions and did research over the 
summer. An older family friend of mine who went into medicine 
told me how it was now an outdated fact that doctors make the 
most money; now it was all about finance. Being young, naïve 
and greedy, I applied to undergraduate programs where I could 
both study finance and have the opportunity to study science 
because I never wanted to let that part of my life go. I probably 
should’ve known then. 

When I started my undergraduate career, I had decided to 
major in finance and neuroscience in order to bridge the gap 
between science and business and help healthcare companies 
make better decisions. There is rarely an individual who has 
enough of both the finance and science knowledge to 
synergistically make enlightened strategic decisions; I strived to 
be that individual. Five years later, I felt that goal becoming a 
mirage, filled with endless Excel and PowerPoint that could 
potentially lead to a job I was fulfilled by, while in the meantime 
would help make the rich even richer. However, when I looked 
at those senior to me, who were still in the same job after 10 
years, still coming in on holidays to create products that may 
never be utilized, I questioned the career track that I had 
willingly put myself on. There was a chance that after 10 years I 
could be in a position that I was proud of, working on a project 
that was meaningful and rewarding. Or I could take control of 
my life and make sure that in 10 years it was a certainty. 

I wavered back and forth for several months before I came to 
a decision. Two years of a post-baccalaureate program before 
medical school and residency seemed like a steep time line (and 
it is), especially when two years out of undergrad I was offered a 
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private equity job that would pay better than most physicians 
earn (ugh, I miss the paycheck). I verbally accepted the offer but 
couldn’t physically get myself to sign the contract. I thought 
about the cubicle I was sitting in, the work product that I was 
creating and the little value the money actually had to me. For a 
23 year old, I had a bloated bank account and a depleted sense of 
purpose. I decided to pose a personal survey, where I would ask 
my senior workers in investment banking and finance if they 
would choose the same career over again and if they would want 
their kids to enter the field. I would also do the same thing to 
every doctor that I knew, including those at the health fair within 
the company I was working for. The general consensus was most 
of those I talked to in finance would say “I wish I had done 
something different, because the money stopped mattering a 
long time ago.” 

The more interesting scenario was how there was a decisive 
split from all the doctors that I had talked to. Roughly half would 
say they could never do another career and this was what they 
loved to do. The other half would almost always say that for how 
much they were working, they could earn more money doing 
something else and that made them resent their work. I’m here 
to tell you today that there is no doubt in my mind that if you 
want to earn the most amount of money, then switch to a job in 
finance or business. While the ceiling for those jobs is really 
high, the basement is also low; it can all come crashing down in a 
heartbeat. However, being a doctor offers you an opportunity to 
live comfortably and go into a profession where you can make a 
difference in people’s lives every day. It’s hard to do this if you 
feel unstable and uncomfortable with where your finances are. 
My goal in this book is to help you work through that. 
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The average age for the first year practicing physician is 31 
years old. This tends to be nearly a decade behind our 
counterparts in undergraduate college who begin to earn a 
paycheck in their early 20s. With those early years of earning and 
savings non-existent, the initial working years for physicians are 
crucial for achieving financial security. However, largely due to 
the lack of exposure to personal finance, most young doctors (to 
be) are not equipped to handle the sudden influx of capital once 
our training is complete and are even less equipped to plan 
adequately for retirement. A survey conducted of 318 young 
physicians (under 40 years of age) showed that most (71%) feel 
somewhat or not very knowledgeable in the areas of personal 
finance, retirement planning and insurance.1  

I was surprised to learn that very smart medical students 
knew so little about fundamental principles of personal finance. 
In conversations about finance, basic questions such as “what’s a 
stock?” to “does my credit score matter?” were routinely asked. 
Students often discounted the importance of the answers, since it 

                                                        
1 2014 Report on U.S. Physicians’ Financial Preparedness, AMA Insurance 

5%	
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42%	

29%	

Very	knowledgeable	 Knowledgeable	 Somewhat	
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would be years until real salaries were earned. However, starting 
to learn about personal finance during residency or once an 
attending physician will place young doctors at a great financial 
disadvantage, especially when considering that many students 
graduate with significant debt.  

Personal finance can be a scary subject. I’m here to tell you 
that it is way easier than biochemistry, neurology and basically 
any medical school class that you will take. All you need are a 
few basic principles and you will be set for life. The goal of this 
book is to show you how a physician’s financial path is different 
and what factors are important to consider, especially during the 
start of your career. I will teach you how to become one of the 
few financial literate doctors in the world. 



 

6 
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CHAPTER ONE 
The basics of personal finance 

 
 

 
 
 

 
 

HERE ARE A MILLION RESOURCES out there about 
personal finance and how you should handle your 
money. If you turn on CNBC, I’m sure you will find 

some guy screaming about a company that is about to lose 
34.68% of it’s value tomorrow or “a sure bet” in a new online 
platform that must be invested in immediately. For medical 
students and young doctors, there is already so much to think 
about that it’s hard to figure out a way to make time to learn 
about something that won’t be relevant for what seems to be 
years. We will likely incur debt in medical school, live off very 
little in residency and maybe fellowship and then we will start 
making money. Why worry now? 

While our big financial gains will not come until we are 
attendings, there are several principles of finance that will play a 
role throughout our life and may impact our career decisions. 
This book is here to tell you that if you can learn a few basic 

T 
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principles, you will have enough knowledge for a lifetime. 
Doctors make the mistake of putting off so much of their life 
until after they are done becoming attendings; at that point, you 
will be in a position to lose hundreds of thousands of dollars 
because you didn’t start thinking about your financial future far 
enough in advance. 

Before we begin to talk about how personal finance can 
impact your choice in a career, I would be remiss if I didn’t spend 
a few pages discussing the most basic principle of personal 
finance: spending less than you earn. As (future) physicians, we 
are fortunate to say we will be making a substantial amount of 
money so I’m not going to spend time on the “earning more” part 
of this equation. However, there are a few principles in terms of 
living frugal that I have taken from a helpful personal finance 
website called The Simple Dollar2: 

1) Value your dollars – buy based on things you need, not 
things you want and make sure you shop around (it’s 
much easier with online comparisons). 

2) Habits are dangerous – Some things we need everyday 
but are we getting them in the most cost effective way? 
That large latte at $5 per weekday is about $1,300 a year. 

3) Avoid impulse spending – it’s easy to pile up monthly 
charges like Netflix / Spotify; do you need all of your 
services? Spend at least 10 seconds evaluating where you 
can cut costs each month. 

4) Saving doesn’t have to equate to misery – If you really 
regret a cut you’ve made, it may well be a worthwhile 
expense.  

                                                        
2 Hamm, Trent. "Everything You Ever Really Needed to Know About 

Personal Finance on the Back of Five Business Cards” 
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5) Stay focused on the big picture financial goals. We will 
continue to go through some of these throughout the 
book but it’s important to always keep it in mind. 

 
In order to live by this basic principle, it is important to have a 

good handle on managing your own money. While nobody 
keeps his or her cash under the mattress anymore (right?), it’s 
still sometimes difficult to figure out the best place to put your 
cash. At this point, there are 3 main types of banks for you to 
choose from: the big national ones, your local brick and mortar 
and online only banks. Here’s a breakdown of what they’re 
about: 

 

 Pros 

National • Convenience and availability 
• Cutting edge technology (mobile) 

Local • Personal attention and less red tape 
• Community focus 

Online • Higher interest yields (due to lower costs) 
• ATM fees may be waived 

 

  Cons   

National • Less personal customer service 
• More red tape for paperwork 

Local • Limited convenience outside of community 
• Less access to mobile technology 

Online • Less convenient – No brick & mortar 
• Transactions are more time consuming 
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The first step will be to determine what type of bank you want 
to have your finances with. While there isn’t really a bad choice, 
there is a best choice for you; generally people don’t switch banks 
so take some time to think about where you want your money to 
be. Once that is done, it is time to open two types of accounts 
with your bank: checking and savings accounts. Many people 
have one type of account and don’t realize they need a second 
one. They are fundamentally different and should be treated as 
such. 

Checking Savings 
 

• Transaction account 
      -  Cash/ATMs 
      -  Checks 
• No (or minimal) interest 
• Many are no-fee 
• “Courtesy” overdraft (bank 

will charge you) 
• Overdraft protection (linked 

accounts) 
 

 
• Pays more interest than 

checking, but less access 
obtaining funds  

• Requires more time and 
may incur a fee 

• Additional options to 
consider: 
-  Money-market accounts 
-  High-yield online banks 

 
 
A savings account is the vault where you keep all your cash 

and the checking account is the purse or wallet where you keep 
the cash you will need for the next few months. If you have all of 
your money in your checking account, you will lose safety and 
the chance to gain some interest on your money. While some 
people find it tedious to have two accounts, I find it can be a very 
helpful way to manage your money and stay on a reasonable 
budget. This can especially be helpful for students who receive a 
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lump sump of money at the beginning of each semester from 
loans. While the same principle can apply for those who are 
working, we will use an example of a student receiving their cash 
infusion at the beginning of the semester of $8,201 for 5 months 
of expenses. How should they split this up? 

 

 
First, all of this stipend should go into your Savings Account. 

After that, determine how much you should be spending each 
month and have that transferred into your checking account 
(you can automate this so you don’t have to do it yourself). This 
will help keep you on budget each month. Make sure you have 
detailed how much you should be spending on each category 
and be sure to allow for some leniency. Housing and 
transportation are generally constant each month, but if you 
have to make a trip at the end of the month then some of your 
“other” should be allocated for that or make sure you are eating 
out less this month. 

One of my favorite websites to use to keep track of all of my 
finances is Mint.com. The website conglomerates all of your 
financial information (checking, savings, credit cards) into one 
easy-to-use interface. Additionally, you can set it up to have 
different categories of spending, such as food or shopping and it 

$8,201 fully 
transferred 
to Savings 
Account 

Set up 
automatic 
monthly 

transfers of 
$1,640 to 
Checking 
Account 

Housing: $850 

Food: $336 

Transport: $188 

Other: $266 
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will automatically put your purchases into these categories. If 
you go over your budget, it will quickly tell you where you stand. 
There are many other services similar to this (such as You Need a 
Budget) that you can explore and use, but I can only vouch for 
Mint. 

For those of you who are students, take advantage of accounts 
that have student features. You can generally find some at the big 
national banks and local banks. Some of these features include 
not needing a minimum amount in your checking / savings 
account and no fees on certain services such as ATMs. It’s worth 
doing some research and another website, NerdWallet.com, can 
help you with this search. 

I understand that for most people these concepts are 
extremely basic, but it’s worth understanding how to manage 
your money before discussing the future. Now that we have the 
easiest stuff done, let’s talk about how what you do now will 
impact your career. 
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CHAPTER TWO 
The career you want 

 
 
 
 
 
 

OU MADE IT TO CHAPTER TWO and I think it’s time 
you got to know me a little better. There are two things in 
this world that I really love (inanimate objects, I could go 

on and on about all the wonderful people in my life). I am an 
absolute die-hard Knicks fan and it’s one of the most 
disappointing aspects of my life. I’m also a huge fan of Jack 
Daniels Honey. Very often one follows the other, but I digress. 
It’s been a lifelong dream of mine to be a season ticket holder for 
the Knicks. Unfortunately, this would cost about $5,000/year so 
I’m a far ways away from being able to afford it. However, a shot 
of Jack Daniels Honey costs about $5 at my favorite local bar 
where I watch a lot of the Knicks games. That is manageable for 
me even as a medical student but the whole point of this book is 
to figure out a way to have those big wins, the financial 
purchases that you would never otherwise have.  

Y 
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At my medical school, we had doctors from prospective 
specialties come in and talk to us about what it would be like to 
work in those fields. Before each of these talks, a class leader who 
was introducing the field would go to the Careers in Medicine 
website by the Association of American Medical Colleges and 
show the average hours worked, the average Step 1 score to 
match into the field and of course the average salary made by the 
specialty. While there are obviously specialties that are going to 
make more than others, picking a specialty based on money 
would be making the same mistake that I made by going into 
investment banking; if you don’t love the field, you won’t love 
the job. So how can you have those big financial wins even if you 
don’t make as much money as another field? The answer comes 
from starting to save and invest early. 

I’m going to introduce two friends of mine, both of whom, like 
most of my friends growing up, are imaginary. Pete and Nancy 
are two classmates who have finished their 3rd year of medical 
school and are now preparing to apply for residency. Both of 
them wanted to go into Pediatrics but Nancy saw the relatively 
low salary in Pediatrics and decided on her second choice, 
Neurology, so she could earn a little more through her life. Pete, 
on the other hand, is well versed in personal finance and has 
figured out a way to save early so he can relax and spend money 
on his big wins for the majority of his life without having to 
worry about retirement and savings.3 Let’s take a look: 

                                                        
3 The idea of introducing two different characters was adapted from the 

book I Will Teach You To Be Rich by Ramit Sethi. It’s a wonderful personal 
finance book that is geared towards young individuals and I highly 
recommend it.  
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There are a few things that I want to draw attention to in this 

table. First, Pete starts saving and investing at 30 and finishes at 
40, whereas Nancy starts at 40 and finishes at 70. That means 
Nancy will save a portion of her salary for 20 years longer than 
Pete in this scenario. However, that 10 year head start is all Pete 
needs, because once he stops saving, the amount that he has 
already saved and invested will continue to grow on it’s own; by 
the age of 75, he will have added $2.5m to his retirement account. 
Even though Nancy tried to catch up, saving for the additional 20 
years did not allow her to get to the same amount at retirement. 

While Pete will earn less than Nancy will, he has done a good 
job of saving for retirement early and now that $11k he was 
saving each year he has as “extra” money he can use for things he 
loves. For example, let’s say he happens to be a huge Knicks fan 
(because who wouldn’t want to be a huge Knicks fan? Yea the 
Knicks rule all!), he can buy 2 season tickets every year. Or if he’s 
smarter than me and not a Knicks fan he might just like Jack 
Daniel’s Honey. However, at $11k extra, we’re talking about 6 

 Pete the 
Pediatrician 

Nancy the 
Neurologist 

Average Salary $220,853 $268,925 
% of Salary Saved 5% 5% 
Yearly Contribution $11,043 $13,446 
Start Year 30 40 
End Year 40 70 
% Interest 8% 8% 
Saved at 75 $2,554,429 $2,218,374 
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shots a day in which case it’s time to bust out the CAGE 
questioning.4 

Of course if you compare the average salary of a pediatrician 
and an orthopedic surgeon, the discrepancy in average salary 
will skew the numbers and it’ll be hard for the pediatrician to 
have more in retirement. The point of this is to show that 
something as simple as starting to invest early and being in 
charge of your finances can go a long way to having the freedom 
to enjoy those big financial wins we are so focused on. In the 
next chapter we will discuss the biggest component of your 
financial future that most people understand the least: credit 
score. It will be the difference of hundreds of thousands of 
dollars in a lifetime and it’s one of the easiest things to work on 
before earning money. 

                                                        
4 CAGE questioning: Do you ever feel like you need to CUT back on your 

drinking? Do you ever feel ANNOYED with people talking about your 
drinking? Have you ever felt GUILTY about how much you drink? Do you 
ever need a drink first thing in the morning, also known as an EYE-OPENER?  
Never hurts to review some 1st year interviewing skills. 
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CHAPTER THREE 
Give me some credit 

 
 
 
 
 
 

N OUR SECOND DATE, my fiancé got a full view of 
how neurotic I can be when it comes to personal 
finance when I asked what her credit score was. In my 

mind, it made perfect sense; I already had a feeling I was going to 
marry her and I wanted to make sure when we wanted to buy a 
home it wouldn’t cost a fortune because she may never have had 
a credit card. Fortunately, she told me she was very well aware of 
her credit score and I was surprised when she quoted a number 
that was slightly higher than mine. Needless to say, it was one of 
the sexiest things she’s ever said to me.  

As one of the many things medical students and residents put 
off when it comes to their lives, maintaining a good credit score is 
quite possibly the worst. I can understand making a list of books 
and movies to read later, places to visit after becoming an 
attending; even finding a life partner can be placed on the back 
burner. But please (OH PLEASE!), if there is anything you take 

O 
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away from this book, it is to start working your way to a better 
credit score immediately. 

First, let’s go over a few definitions. Your credit score is 
simply a number between 300 and 850 that shows how risky you 
are to potential lenders. If your number is closer to 850, you have 
a good credit score, which means you have a history of being a 
reliable person to lend money. A good credit score is above 700 
and an excellent score is above 790. A credit score is determined 
using your credit report, which similar to a report card shows all 
of your credit accounts and payment history and gives them a 
grade. There are 3 major agencies that create this credit report to 
determine your credit score and the average of the 3 is used for 
your personal number. Every year, you are entitled to check all 3 
of your credit reports for free at www.annualcreditreport.com 
(realize this is not the free website that might come to mind when 
you’re thinking about credit reports). Additionally, a wonderful, 
fairly new website called Credit Karma allows you to monitor 
your credit score monthly at no cost as well. It only pulls from 2 
of the 3 reports so you still want to check your credit reports 
annually as well, just in case you forgot about that Banana 
Republic credit card you had opened, bought 3 crewneck 
sweater-vests (what were you thinking) and never paid it off. 

Let’s go back to our friends Pete and Nancy and learn more 
about their lives. I don’t want to pick on Nancy too much so she 
will be the heroine in this story about credit scores. Pete and 
Nancy are now attendings and have settled in a place for their 
lives and decide to buy a house. While Pete has done a great job 
of investing and saving money, he has neglected taking care of 
his credit score and has a mediocre score of about 620. Nancy, on 
the other hand, has done a great job and her credit score is 
around 790. They both look to buy a $300,000 home in Rhode 
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Island, and the interest they will have to pay will depend on their 
credit score number5: 
FICO 
Score 

APR Monthly 
Payment 

Total Interest Paid 

760-850 3.458% $1,340 $182,440 
700-759 3.679% $1,377 $195,824 
680-699 3.856% $1,407 $206,683 
660-679 4.07% $1,444 $219,976 
640-659 4.499% $1,520 $247,156 
620-639 5.044% $1,619 $282,675 

 
Because Pete’s credit score is in the mediocre range, he will 

end up paying $100,000 more on his house in additional interest 
than Nancy does. That’s a lot of Knicks tickets. I want that to soak 
in for a second; on a $300,000 home, Pete will end up paying an 
additional 1/3 of the cost of the house because he didn’t take care 
of his credit score. 

This is the most glaring example but it doesn’t end here. If 
you want to rent an apartment, your credit score will be pulled. If 
you want to buy or lease a car, you won’t be allowed to unless 
your credit score is sound. Even some employers are now pulling 
your credit score to make sure you are reliable! It has become a 
part of your persona and it isn’t going away anytime soon. 

Hopefully at this point I’ve convinced you that your credit 
score is a little bit important. If you’re wondering how you can 

                                                        
5 The numbers used are from the FICO company website’s loan calculator. 

A FICO score is used interchangeably with credit score. The calculations done 
here are for a 30-year fixed mortgage loan in the state of Rhode Island. You 
can feel free to go to the website and play around with the types of loans and 
the various locations. 
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improve it, you’re in luck because it’s surprisingly fairly 
straightforward, though can take a little time to see the 
improvements. Let’s talk about the 5 components that make up 
your credit score and how you can improve each of them. 

 
Part of Credit Score Rules to Live By 

35% - Payment History Always pay off debt in time 

30% - Utilization Rate Never max out / keep increasing 

15% - Length of History Keep old accounts going 

10% - New Credit Don’t constantly open new accounts 

10% - Types of Credit Vary the type of credit you have 

 
The biggest component to your credit score is your payment 

history. No real surprise here. How do you improve this 
component of your credit score? Pay your bills on time.  

 
DUH. 
 
This is the one that everyone knows about but also the one 

that people make the mistake of putting too emphasis on. Many 
people think that just because they have always paid their credit 
card bills on time each month, they will have a great credit score. 
The big surprise here is that it only makes up 35% of your credit 
score. That means if you neglect everything else but paying your 
bills off on time every month, you still might have a mediocre 
credit score like Pete did. However, if you don’t pay your credit 
card on time, your credit score can drop by 100 points, you will 
likely receive a late fee and the interest rate on all your accounts 
might be increased. This is the biggest reason to set up automatic 
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payments! If something crazy happens and you’re late one time, 
call your credit card company. If there is no history of you being 
late and you explain the situation to them, they will likely waive 
the fee and won’t report the late payment. 

The second biggest component (and likely the most crucial in 
helping improve your credit score) is the utilization rate, which 
makes up 30%. If you had a credit card that had a limit of $1,000 
and you were spending $500 on it each month, your utilization 
rate would be 50%. While that might not seem too bad, if you 
want to get into that higher echelon of credit scores, you want to 
be below 20% utilization rate. Doing some simple math, you can 
either decrease the numerator or increase the denominator in 
order to make your utilization rate lower. Of course cutting 
spending is a good thing but if you’re already at a good point, it’s 
much easier to increase your credit limit and to do it very often.  

Every 6 months to a year, I call my credit card company6 and I 
let them know that I need an increase in my credit limit. I usually 
make up a phony story about having a few big purchases coming 
up and I don’t want to hurt my credit score. I let them know that 
I have always paid my bills on time and have been a reliable 
customer and I appreciate them increasing my limit for me. I 
never ask whether or not they can do it, I just tell them that I 
need it! Usually they ask me what limit I want and I ask for a 
$5,000 increase. Now my credit card limit is over $30,000 and as 
a medical student, I can assure you that I am no where close to 

                                                        
6 You may notice that I’ve talked about calling credit card companies a few 

times now. These companies are more and more reliant upon customer 
service and are willing to bend backwards to keep your business, especially as 
competition keeps increasing. Be assertive with what you want and if you 
don’t like your service, switch companies!  
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spending that much a month but my utilization rate is way below 
20% and it’s been a big boost to my credit score.  The one caveat 
to this is if you have a low credit score to start with; credit card 
companies might not increase your credit if they deem you risky. 
In this case, your only option is to lower your spending until 
your credit score increases, at which point you will no longer 
have any issues getting a credit increase. 

The third biggest component, at 15%, is length of history, 
which can be a little tricky sometimes. Lenders want to see that 
you have an old account that has been active for a long time and 
you consistently made your payments on time. If you have a 
credit card that you opened in high school or undergrad but you 
don’t use very often because the points system is bad, I can 
understand the desire to just close the account. However, as the 
oldest account you have, it probably helps your credit score the 
most. I usually put a couple of my monthly subscriptions on this 
credit card (like my magazine or Netflix subscription) and have it 
automatically billed and paid off. That way it will stay open and I 
can use my newer credit cards with awesome points for all other 
purchases. 

Coming in tied for fourth place at 10% each are types of credit 
and new credit. You want to have a variety of different sources of 
credit and usually this isn’t an issue for medical students and 
doctors. If you have credit cards, student loans and maybe a car 
or are renting an apartment, you will generally be okay here. 
New credit means you aren’t constantly opening up accounts 
and closing them. For example, when you go to the Justin Bieber 
concert (we’re all secret fans, it’s okay, this is a safe space) and 
MasterCard will give you a free t-shirt if you open up a card, 
don’t do it.  
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Now that you have all the components to making your credit 
score better, it has probably occurred to you that the easiest way 
to do this is through credit cards. Credit cards are wonderful, free 
gifts that keep on giving if used correctly and can be a spiraling 
whirl-pool of financial debt if not used well. My personal rule is 
to use a credit card as if it was a debit card and you will never 
have any problems. What this means is, if you don’t have the 
money in your bank account to pay off the entire amount of 
purchase at the end of the month, don’t buy it.  Rolling over 
payments into future months will trigger insane interest rates 
and can very quickly snowball into massive amounts. Let’s take a 
look at an example: 

A student needs to buy a new laptop that costs $2,000 but is 
strapped for cash. He puts the amount on his credit card and 
continues to make the minimum monthly payments, which are 
5% ($100), while the interest is 20% APR. Another student is in 
the same predicament but can afford to pay $200 each month. 
Finally a third student decides to save up money until buying a 
new computer and pays it off fully. Let’s see what this would look 
like: 

 
 Student 1 Student 2 Student 3 
Balance on Card $2,000 $2,000 $2,000 
APR 20% 20% 20% 
Monthly 
Payment 

$100 (min. 
required) 

$200 $2,000 

Balance Payoff 80 months 40 months 1 Month 
Total Paid $2,918 $2,385 $2,000 
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Making the minimum payments of $100 might seem like a 
good idea at the time, but Student 1 will spend nearly $3,000 for a 
$2,000 laptop and will be paying it off for more than 6 years. Just 
an additional $100 added to the payment each month would cut 
down the total interest that will be paid by more than half. As 
easy as it is to put a purchase on the credit card and not think 
about it, treating a credit card like a debit card and paying down 
the full amount each month will save a ton of money. 
Additionally, as you continue to hold a balance on your credit 
card, the utilization rate will go up and your credit score will be 
impacted as well; talk about a double whammy!  

The flip side to this is that every time you use your credit card 
in a conservative and manageable way, you are getting rewards 
for it and a way to keep track of all of your finances for free! 
Unless someone forces me, I use my credit card for every 
purchase possible. If there is a credit card minimum at a store, I’ll 
use my debit card instead; that’s how much I hate spending and 
having cash. Credit cards are great for all the crazy rewards you 
can use; here is a breakdown of my favorites:  

 

 

The City Double Cash Card – 
Best Flat Cash Back Card 
- You get 1% on all purchases 
when you buy something and 1% 
when you pay the bill. A great 
way to motivate you to pay off 
your debt! 
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Chase Sapphire Preferred  
– Best Travel Rewards 
- 50,000 points when you sign up 
and a direct 1:1 transfer of points 
to rewards programs including 
Southwest and United 

 

American Express Blue Cash 
– Best Grocery / Gas 
- No annual fees, amazing 
customer service, 3% at 
supermarkets, 2% at gas stations 
and some department stores 
 

 

Discover It Card 
– Best for Online Shoppers 
- Rotating categories that offer 
5% cash back in certain quarters, 
including online shopping. 1% 
on all other categories. 

There are plenty of other credit cards out there that might be 
better for you. Do some research and enjoy the perks!7 

                                                        
7 I am, by no means, advertising for these credit cards. These are just the 

ones that I have found by doing my own research that I have liked. The 
information is based on the companies’ own websites and is constantly 
changing with new deals and perks. 
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CHAPTER FOUR 
The basics of investing 

 
 
 
 
 
 

T WAS DURING MY SOPHOMORE YEAR of undergrad at 
NYU’s business school when the most recent financial crisis 
happened. On September 15, 2008, Lehman Brothers, a 

major investment bank, collapsed after a struggle to avoid 
bankruptcy; it felt like the end of the financial world. Seniors 
who had job offers saw the companies they were supposed to 
work for go into bankruptcy. Every class had to change their 
curriculum to accommodate for the suddenly changed landscape 
of the financial environment. It took several classes and self-
learning until I finally learned what happened and sometimes it 
still seems ridiculous and inevitable that it will happen again. 
But the scariest thing of all was to see the impact that it had on 
our family and friends. 

My parents were in their late 50s when the crash happened 
and were starting to have talks about retirement. They had their 
own mom-and-pop pharmacy, which had allowed them to send 

I 
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three kids to college, and now they were ready to start taking it 
easy. All of that changed in what felt like a heartbeat. Huge 
chunks of investments were quickly washed away, friends of 
theirs had decided to postpone retirement for several years and 
neighbors were suddenly exchanging their BMWs for Toyotas. It 
scared off millions from investing in the stock market and 
probably affected the following generation as well. In July 2013, 
Tyler Atkinson, David Luttrell and Harvey Rosenblum estimated 
that the financial crisis cost Americans about $10 trillion dollars, 
or somewhere around $100,000 per American.8 

Even with this being the case, investing in the stock market is 
still one of the best and safest investments for the majority of 
individuals. Of course there are risks associated with it, which we 
will discuss in detail, but if you follow some simple rules, it will 
be a wonderful tool for the rest of your life. Let’s begin with some 
basic definitions. 

You can only invest in companies that are “public” companies 
and not “private” companies through the stock market. This 
means that if you wanted to invest in the local Mexican 
restaurant with the make-you-drop-to-the-floor-after-one-
margarita, you’re out of luck. Companies need money to grow 
their businesses; at some point a company might decide it can’t 
raise enough money privately so it will start selling small pieces 
of the company (shares) to the public. This is how a company 
might be listed on the New York Stock Exchange (NYSE) and 
how any individual can buy a share of a company and become a 
shareholder. The great thing about owning a share of a company 
is that as the company does better, the value of the share will 

                                                        
8 How Bad Was It? The Costs and Consequences of the 2007-09 Financial Crisis; 

Staff Papers in the Dallas Fed 
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increase and can be sold at any point; this will follow the simple 
rules of supply and demand for that share. 

 
If the number of shares that the company has issued to the 

public stays the same, but the demand for the shares increases, 
there will be a shift of the demand curve and the price will 
increase. Of course if the company is doing poorly, the demand 
decrease and the price will go down. 

The other big type of investment that most people are aware 
of is a bond. A bond is a kind of loan, except you are now the 
lender (imagine that!) loaning your money to an entity, such as a 
company, city, state or federal government. When you buy a 
bond, you give your money to the borrower, who will pay you an 
interest rate each year until the end of the term, at which point 
they will give you back the original amount given to them. This is 
generally considered a less risky alternative to stocks for 2 
reasons; 1) the entities that generally are raising bonds are safer 
(such as governments) and 2) if the entity given money to 
collapses or files for bankruptcy, bondholders are given their 

Quantity 

Pr
ic
e 

Supply 

Demand 1 

Demand 2 
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money back before shareholders are. Here are the different types 
of bonds out there and a summary of stocks and bonds: 
Type of Bond Description 
T. Bonds Federal gov’t bond with a 30 year term 

(higher interest since long term) 
T. Notes 2, 5, 10 year term government bonds 
T. Bills Short term government bonds (up to 1 year). 

No coupon, sold at a discount. 
Municipal Bonds Sold by cities and states to cover deficits or 

special projects 
Corporate Bonds Bonds sold by corporations; usually higher 

risk and higher interest rates 
Money Markets 
(not a bond) 

Considered a low risk investment that 
reflects mainly short term bonds to the 
government and large corporations 

 
Stocks Bonds 
• Ownership percentage 
• Can be sold to other 

investors 
• Value improves with 

growth of the company 
• Profits are paid out in 

the form of dividends 
 

• Loans 
• Interest payments are received 

over the term of the bond 
• Most can be sold to other 

investors before the end of the 
term 
Ø The value is subject to 

changes in interest rates (if 
interest rates drop, the fixed 
rate of your bond will be 
more appealing, increasing 
the value of the bond) 
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Bear with me as I go through a few more definitions before we 

actually talk about investment strategies. Most medical students 
and doctors have heard of DJIA; however it was likely as a 
mnemonic for anatomy. 

In finance, the DJIA stands for the Dow Jones Industrial 
Average and it is a weighted average of the stocks for 30 of the 
largest publicly traded companies. Similarly, the Standard & 
Poor’s 500 (S&P 500) index reflects a weight average9 of the 
stocks for the top 500 companies. Changes to the values of these 
indices provide insight into the financial success of businesses 
and the economy more broadly. Because it is taking into account 
so many businesses, it generally is following market trends 
rather than what is happening to one company individually. 
While the two indices usually follow a similar track, there are 

                                                        
9 As opposed to a normal average, where each number is worth the same, a 

weighted average has the larger companies influencing the index 
proportionally more depending on their size. 

D = Duodenum 

J = Jejunum 

I = Ileum 

A = Anus 
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some differences you will see between the two. For example, it 
took a while before a technology or Internet business made it 
into the 30 companies in the DJIA, yet there were a lot more in 
the S&P 500. Let’s take a look and compare how these two 
indices (DJIA in blue, S&P in red) looked from 2000-201510: 

 

 
 
Similar to how the indices are an average of many different 

stocks, there are investments we can put money into that allow 
us to have a share of many different companies. This process of 
diversification is one of the biggest keys to decreasing our risk 
when investing in the stock market. If we are investing in one of 
these alternatives to individual stocks, it allows us to eliminate 
some of the risk that individual companies might expose us. For 
example, investing in the entire automotive market will be less 
risky than investing in just one car company because that one car 
company might need to issue a recall and the value of the stock 
will decrease precipitously. However, if that one company has to 
issue a recall but the overall market is robust, it won’t affect your 

                                                        
10 All graphs shown in this book for stocks are screenshots off Google 
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investments. Here are the different types of diversification tools 
you will see and can use: 

 
Type of 
investment 

How it works 

Mutual Funds § A pool of funds collected from many 
investors for the purpose of investing in 
securities such as stocks, bonds and other 
instruments 

§ Professionally managed 
Index Funds § A type of mutual fund designed to track a 

market index, such as the S&P 500 
§ A form of passive investing, which has 

lower management fees associated with it 
Exchange-
Traded Funds 
(ETFs) 

§ ETFs are like stocks but look like mutual 
funds 

§ An ETF tracks an index, a commodity, 
bonds or a basket of assets like an index 
fund 

§ Typically lower fees than mutual funds 
 
Mutual funds were the first investments that were developed 

for general consumer use and they changed the landscape of 
investing. Instead of having to manage your own money, 
individuals would give everything to a professional who would 
put all the money into different types of “strategies.” Some would 
focus on only USA-based stocks while others would go to more 
risky emerging markets and hedge with local bonds. It’s a great 
way to diversify but also very costly. Management fees can 
sometimes be in the 1-2% range, which might erase any 
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additional gains that the management earned anyways. While 
still used today, I don’t recommend mutual funds for early 
investors. 

Investors started thinking mutual funds were too expensive 
and thus financial companies developed the index fund. The 
index fund is really a product of computer-based investing; if a 
fund was developed to follow the S&P 500 or another common 
index, it could have a computer perform all the necessary trades 
to mimic the index. This made the management part of the fund 
very simple and cost effective, lowering the overhead cost for 
investors. You will still find index funds and mutual funds in 
investment options for a 401k. However, the biggest issue with 
some of these funds is a person’s money could be locked up for a 
period of time. A fund might stipulate that in order to invest, you 
are not allowed to withdraw any money for a few years. This all 
changed when ETFs were introduced. 

ETFs are the synergistic blend of stocks and funds wrapped 
into one. It allows for the diversification and strategies that 
mutual funds and index funds provide but with the ease and 
liquidity that stocks are known for. For example, just like you 
would buy a stock in a company, you can buy a “stock” in an ETF 
that tracks all technology companies in the United States. If you 
like the direction of biotechnology, but just in the emerging 
markets, you can find an ETF that focuses on that. Pretty much 
any way you want to dice up the market, both national and 
international, you are likely to find an ETF that allows you to 
invest in that slice. While many 401k programs still have mutual 
funds and index funds, for your own investing purposes, I 
recommend that most of your strategy should focus around 
ETFs. Now that we have a grasp on all the basics and 
terminology, it’s time to figure out how to invest for life. 
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CHAPTER FIVE 
Investment strategies 

 
 
 
 
 
 
 

N CHAPTER 2 OF THE BOOK, we had introduced Pete the 
Pediatrician and Nancy the Neurologist. The focus of the 
chapter was to demonstrate how beginning to take the 

reigns of one’s finances and investing early would give someone 
a big boost for retirement. I want to bring back that table from 
Chapter 2 here and dive into it further: 

 

 Pete the 
Pediatrician 

Nancy the 
Neurologist 

Average Salary $220,853 $268,925 
% of Salary Saved 5% 5% 
Yearly Contribution $11,043 $13,446 
Start Year 30 40 
End Year 40 70 
% Interest 8% 8% 
Saved at 75 $2,554,429 $2,218,374 

I 
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When talking about this scenario, one of the key components 
that I left out was that pesky 8% interest that both Pete and 
Nancy were magically earning each year. When we talk about 
interest for investing, we are generally describing compound 
interest, year over year. For example, if someone had $100 and 
invested and got back 10%, they received $10. However, for the 
following year, we don’t take the $10 out, we add it to the original 
$100 and continue to receive 10%. So for the following year we 
had 10% on $110, which means we earn $11 instead for a grand 
total of $121. This continues on and on and it’s why for Pete, 
starting early quickly snowballs into massive amounts of savings 
even though he stops contributing money. 

The question remains, is 8% a reasonable assumption to make 
in this scenario? I had talked earlier about how much money can 
be quickly wiped out in the stock market in a short amount of 
time, but it is still the best investment for most individuals. The 
reason for that has to do with the time frame for which we use 
the stock market; it is only for long term investing. Let’s take a 
look and see what the historical geometric averages are for the 
stock market, and some government bonds over different time 
periods11: 

 
Time Frame S&P 500 3-Mo T.Bill 10-yr T.Bond 
1928 -2014 9.60% 3.49% 5.00% 
1965-2014 9.84% 4.99% 6.70% 
2005-2014 7.60% 1.42% 4.88% 
2005-2009 -5.65% 

                                                        
11 Averages are taken from Aswath Damodaran’s website; Mr. Damodaran 

is a professor at NYU Stern’s business school 
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The biggest point to make here is this: over any 30 year period 
in the history of the S&P 500, you will likely have a return 
between 9-11% year over year. This is wonderful news for the 
young medical student or doctor who is just starting to invest 
and won’t need to touch the money for 30 years. However, what 
happened to those older generations who had decided in 2005 
that they were retiring in 5 years? The stock market declined on 
average 5.65% each year losing 26.3% of the investments. This is 
the equivalent of Pete losing $671k of the money he had saved in 
the 5 years before he decides to retire. This is unacceptable and 
brings us to our first rule of investing: 

 
It may seem confusing to try and figure out when you should 

transition from risky to safer investments and how much it 
should be. Fortunately, there is a very simple rule that you can 
follow which helps with this information. If you take 100 and 
subtract your current age, that’s the percentage of your portfolio 
that should be in stocks which the remaining should be in safer 
investments. This is our second rule of investing: 

 
Of course, you don’t need to worry about exact amounts and 

on the day of your birthday change 1% of your portfolio from 
stocks to bonds, but it should be a general trend. If you decide 

RULE ONE: The stock market is great to invest in for the 
majority of your life. However, you need to transition into 
safer investments, as you get closer to retirement. 

RULE TWO: 100 – Current Age = Stock Allocation. For 
example, I am currently 27 years old so 73% of my portfolio 
should be in stocks. When I’m 67 years old, it’ll be 33%. 
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that every year you’re going to reevaluate what you have 
invested in then it might be a good time to see if you should 
transition some money from one area to another. While this is a 
general rule, there is a very wide range as to what is considered a 
safe and risky scenario and for each person, this will be an 
important trait to figure out.  

 One of my favorite TV shows growing up was Friends and 
there was this one episode where they all play the lottery and 
decide what they would do if they won the money. Most of the 
characters had crazy elaborate plans except for Ross, who, if 
you’ve watched the show, is a quirky do-gooder and unlikely to 
take risks. He boldly states that if he won the lottery he would 
invest it all into low-yield bonds. I always laughed at that joke 
(because I’m a dork) since it very accurately portrayed how 
someone’s personality can have a big impact on what their 
investment style will be.  There will be a spectrum of investments 
based on how much risk is involved. Usually the more risky 
something is, the greater chance there is of a higher financial 
payoff. Here is an example of a few investments and where they 
would fall along the spectrum of risky to safe: 

 

Company 
Stocks 

 Riskier ETFs  Stable 
ETFs 

 Low Risk 

Tesla  High Growth  Large-cap  Bond ETF 
Chipotle  Technology  Dividend  Treasuries 
  Healthcare  Industrials   
  Small-cap  Oil / Gas   
  Foreign     

Risky                                                                             Safe 
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The biggest example of high risk / high reward is investing in 
individual stocks. Let’s start with Tesla, the darling child of 
automobiles that promises that the future has arrived with 
features such as hands free driving. While the company has had 
to delay shipment of cars and had some safety concerns, it hasn’t 
stopped investors from gobbling up shares in hopes of acquiring 
the next Apple. Here’s how the stock has fared compared to the 
S&P 500 from 2013 to 2015: 

 

 
 
While the S&P 500 actually had a very nice run and returned 
almost 43% during the 3-year span, Tesla jumped over 600%! 
That’s the power individual stocks can give you over indices.  

However, even the best of companies can be risky and 
suddenly jump off a cliff because of an unforeseen event that will 
only impact that particular company and not the overall market. 
Chipotle was one of the biggest success stories the food industry 
had seen in a long time. It was one of the early-adopters in the 
healthy fast-food category that includes Panera and Subway. 



Investment strategies 

40 

While it had become a public company in 2006, it has continued 
to expand and grow and the stock prices reflected that with an 
increase in nearly 700% in the 5 years of 2010-2014. And then in 
late 2015, the E. coli outbreak occurred and what started out as a 
small problem became a nationwide issue for the food chain, 
including closing all stores for one day to teach new sanitation 
techniques to it’s workers. From the beginning of September to 
the end of May, Chipotle lost nearly 40% of its value; in the same 
time, the S&P gained a modest 6.45%: 

 

 
 
For every Tesla, there is a Chipotle and it will be up to you how 
much of your money you decide to allocate to the riskier 
individual stocks. My personal preference is about 10% of my 
riskier investments will go into stock investing.  

Now let’s talk about ETFs because this is where the majority 
of your investing should happen in your 20s and 30s. Because 
ETFs give you so much flexibility in what you can invest in, it 
can be a very useful tool to slowly transition how risky your 
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investments will be, while still diversifying your portfolio. 
Because investing in an ETF is virtually like investing in many 
companies at once, it protects you from the downside of any one 
company going south, like Chipotle. Additionally, ETFs make it 
easier to diversify your portfolio across the various industries as 
well. This will bring us to our third rule in investing:  

 

 
Certain areas of the market will be more high growth (and 

simultaneously risky) than others and those are the areas you 
want to invest in early in your life. You will be able to find ETFs 
that are tracking just high growth companies, the technology 
sector, emerging markets and other areas that will generally have 
higher returns than the S&P 500 during bull runs while sinking 
further than the market during bear runs12. Here is an example of 
a technology ETF (IYW) compared to the S&P 500:  

                                                        
12 You will hear the term “bullish” to mean expecting the stock or market 

to go up and “bearish” to mean it will go down. I believe it’s because bulls hit 
things up with their horns and bears tackle things down but that’s just my 
conjecture.  

RULE THREE: Diversifying your portfolio is key towards 
long-term growth success. Using ETFs can help give you a 
wide range of stocks, but don’t forget to account for 
different sizes in companies and different industries. 
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The first thing that I hope jumps out is how the S&P 500 tends to 
be a smoother continued growth while the ETF is a lot more 
volatile. From 2012 to 2013, the market did significantly better 
than the technology ETF. However, by the end of 2015, it had 
tremendous growth due to the overall market and would up 
gaining over 100% in the 4-year time frame while the market 
gained almost 70%. This is a clear example of how if you have a 
long enough time frame to let the ETF grow, it will give you 
some nice returns but in a short time frame closer to retirement, 
these riskier ETFs should be avoided. 

Next on the spectrum are the ETFs that are slightly more 
stable than the market would be. These are the slow-growth, 
large companies that pay dividends, or industries such as oil & 
gas where the demand is fairly stable and constant. Dividends 
are something we haven’t talked much about but they are a 
wonderful addition to your portfolio, especially as you get closer 
to retirement. Most high growth companies want to take the 
profits from their business and invest it back into their company 
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to develop new products. However, large companies that have 
been around for years and know there aren’t many innovations 
to help their business will start paying out their profits to 
shareholders; these are called dividends. Early in your investing 
career you want to invest in the companies that don’t pay 
dividends because you want to capture high growth. However, as 
you get older, these dividend-paying companies are beneficial in 
2 ways: 1) they are more stable because the company is flush with 
cash and; 2) they provide a second stream of income that is 
generally taxed at a lower rate. 

Vanguard Dividend Appreciation (NYSE: VIG) is an ETF that 
follows dividend-paying companies that still have some growth 
attached to them. While they generally track the market, you can 
see that during the financial crisis in 2008-2009, VIG didn’t 
depreciate as much as the market did. On the flip side, during 
2014-2015 when the S&P was gaining tremendously, it wasn’t able 
to keep up with the same growth rate. This is one example of an 
ETF that slices a market in various different ways. Similar to how 
VIG found a niche, there are ETFs that look for dividends and no 
appreciation, or big companies that do not pay dividends. You 
will have plenty of options, do a little research and then rest easy 
as you put your money away for years and watch it grow. 
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The last groups of investments are the much safer ones and 
these tend to be the bonds and treasuries. Bonds, especially those 
issued by corporations, can carry a relatively high interest rate 
and can be a nice way to continue to add some safe income to 
your pockets as you near retirement. You can of course buy 
individual bonds and treasuries just like you would buy 
individual stocks. However, even for this, there are ETFs you can 
buy which can help streamline all of your investing into one 
“style”. 
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Here you can see clearly how during the recession in 2008 and 
2009 the bond ETF didn’t fall nearly as much. However during 
the growth process for stocks after the recession, the bond 
market stayed the same and didn’t experience the upswing that 
stocks did. 

I won’t discuss treasuries very much but will give a quick 
summary. The United States has never defaulted on a loan and 
its promise on debt is the basis for the world’s economy. 
Therefore any money given to the government is the safest it can 
be. This can be the place you can keep your money during 
retirement. You won’t be using all of the money as soon as you 
retire but you don’t want to risk any of it either. Put the money 
into treasuries that have shorter time frames, such as 1 or 5 years, 
which will allow for some return on your money that will be 
better than it sitting in a savings account. However, for long term 
investing, it is a poor place to put your money because it 
generally grows slower than the pace of inflation, thus you are 
technically losing spending value of your money. 



Investment strategies 

46 

The last type of investing strategy I want to discuss is a 
relatively new player in the market called lifecycle funds. These 
funds essentially accomplish the main point of what I’ve been 
trying to establish: you want to transition from riskier 
investments to safer investments, as you get older. What these 
funds do is actually quite clever. They will have a year associated 
with the fund, which should represent the year at which you 
believe you will be retiring. The fund will then transition its 
investments from stocks to bonds and money market securities 
as it gets closer and closer to the year of retirement. Here’s an 
example of how the asset allocation would transition: 

 
This is a wonderful option for those individuals who want to 

take all the work out of investing and give it to somebody else. 
While this can be really helpful, it also doesn’t allow you to have 
any control as to what is being invested in. The fund managers 
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will have all the say as to what types of stocks and markets they 
will invest it, as well as potentially take a portion of the earnings 
as a fee. This might be a small price for some individuals and too 
steep for others. However, they are becoming increasingly more 
popular and with a variety in these funds, there are a variety of 
strategies that could allow you to shop around to find a strategy 
from a fund that you like.  

While you may not want to invest in lifecycle funds with your 
personally managed portfolio, it may be something you consider 
in your tax benefitted retirement accounts where these have 
become ubiquitous. We will discuss retirement accounts in the 
next section of the book. 

Phew. That’s quite the tour of the basic investment strategy 
that you need for the rest of your life to be successful and earn a 
decent return on your investment. This brings us to our final 
step: getting started! While many things in finance are bogged 
down with paperwork and red tape that make it hard to get 
something going, starting your own personal portfolio is not one 
of them! In fact, if you were to time yourself from start to finish, 
you could probably have your own investment account in about 
20 minutes. 

There are several companies out there that offer you a stock 
trading platform. Most of them are fairly similar; $7-10 per trade 
transaction, some nominal amount of minimum money that you 
must have invested and research and tax services for free. Don’t 
go for the fancy platforms that offer you the ability to trade 
options or 100 free trades a month; those are for the short-term 
traders who are trying to make money day to day. We want a 
nice platform for our long-term outlook and with a little bit of 
research, you will find one that’s good for you. If you Google 
“online broker comparison”, you will find articles coming out 
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every few months analyzing the big companies. Once you pick 
the one that you want, going through the process of signing up is 
no different that signing up for a gym membership!  

It can be nerve-wracking and hard to get your mind around 
putting your money into the stock market. That initial first step 
can be hard and maybe you want to do a little bit more 
homework or practice first. There is a company called Wall 
Street Survivor that has interactive lessons for you and the 
chance to try investing in a virtual stock market before the real 
thing. It never hurts to take a few practice swings before stepping 
up to the plate!  
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CHAPTER SIX 
Retirement accounts 

 
 
 
 
 
 

BOUT 30 YEARS AGO, IF YOU ASKED anyone who 
was retiring how many different jobs they have had, 
most would say 1, maybe 2. It used to be that you started 

with one company, stayed with them for a very long period of 
time and then would retire and have a very nice pension until 
you passed away. Then things started to change very rapidly. 
People started to live much longer than anticipated and 
therefore companies were paying pensions that were so large 
that they were barely turning a profit. Also, individuals started to 
jump around from company to company, negotiating higher 
salaries, promotions and bringing some trade secrets along the 
way. These two major market forces swiftly changed retirement 
plans for most companies from pension funds to employer 
sponsored retirement accounts, known as 401k and 403b. 

When you start a new job, especially in a hospital or most 
group practices, the salary will only be one component of your 

A 
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compensation package. Most doctors still receive their health 
insurance from the hospital or group practice that they work in 
along with the option to invest in an employer sponsored 
retirement account. The big reason to invest with the employer-
sponsored account rather than just collect your paycheck and 
invest yourself is because there are significant tax benefits 
involved. Doctors who invest in these accounts have their 
employer directly send a portion of their paycheck to the account 
tax-free; it will grow in the account until it is withdrawn, at 
which point it will be taxed. Let’s quickly go over the definitions 
of the accounts: 

 
 

401k 

A workplace savings plan that lets employees 
invest a portion of their paycheck before taxes are 
taken out. The savings can grow tax-free until 
retirement, at which point withdrawals will be 
taxed as income. 

  

 
 

403b 

Very similar to a 401k - The basic difference is that 
nonprofit companies, religious groups, school 
districts and governmental organizations use a 
403b. The law allows these organizations to be 
exempt from certain administrative processes that 
apply to 401k plans. 

 
In order to see why this makes a big difference, let’s bring 

back our friends Pete and Nancy. Pete is our super-saver and he 
will be the one utilizing the 401k plan, while Nancy is investing as 
well but collecting her paycheck and doing it herself. 
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Both of them have decided to invest $5,000 of their gross 

salary from the age of 30 to 50 and will (magically!) receive 8% 
interest each year. The difference is that since Pete is investing in 
a tax benefitted 401k account, he won’t be taxed on the money he 
puts into the account; this means his yearly contribution will 
actually be $5,000 while for Nancy it will be $3,500 because she 
first needs to be taxed on the money she makes. While 401k 
plans are amazing, you can’t avoid taxes forever and so both Pete 
and Nancy will have to pay taxes at the end on the money they 
have made but clearly Pete still comes out ahead. 

One thing that we haven’t even taken into consideration is the 
employer “match” program, one of the biggest reasons why 401k 
programs have been so successful. With pension plans going 
away, employers needed a way to entice workers to stay with the 
company, as well as think about retirement. Through the 
employer match program, the company offers additional funds 
to your retirement account based on how much you saved, 
contingent on staying with the company for a set number of 
years. For example, let’s say a company’s 401k matching program 

 Pete invests in a 
401k account 

Nancy invests in a 
normal account 

Gross Salary Saved $5,000 $5,000 
Tax Rate 30% 30% 
Yearly Contributions $5,000 $3,500 
Start Year 30 30 
End Year 50 50 
% Interest 8% 8% 
Saved at 75 $1,692,358 $1,184,651 
Final at withdrawal $1,184,651 $829,256 
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stipulates that the company will match ½ of up to 5% of gross 
salary with an evenly distributed vesting program of 5 years.  

 
HUH?!  
 
It sounds like a lot of complicated finance jargon but if you 

can understand that an edematous papule or plaque, usually 
evanescent, lasting a few hours or less is a hive or wheal, you will 
be fine here. Let’s take an example to see what we’re talking 
about. 

 
If someone decided to invest 5% of their salary, which is the 
maximum the company will match, into a 401k account, it will go 
directly into the account without paying taxes on it. Therefore, in 
this scenario where the person is making $100k a year, $5k will 
go into the 401k. Now the company has said it will match ½ of up 
to 5%; since the employee has invested the maximum that the 
company will match, an additional 2.5% or $2,500 dollars will be 
added into the 401k account. However, because there is a vesting 
period of 5 years, the $2,500 will be added at a rate of $500 each 
year for 5 years as long as the person stays with the company / 
hospital! This means that if the worker left after 1 year at the 
company, they would take their original $5000 plus the $500 
vesting after 1 year for a total of $5,500. This is how companies 

Salary % and $ of 
paycheck 
contributed 

% and $ 
matched by 
employer 

Amount 
added 
each year 

Total at 
end of 
year 

$100k 5% / $5k 2.5% / $2.5k $500 $5,500 
$100k 4% / $4k 2.0% / $2k $400 $4,400 
$100k 10% / $10k 2.5% / $2.5k $500 $10,500 
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will entice you to stay with an organization for a long period of 
time now that pensions are gone. Each company will employ 
their own matching and vesting schedule for their employees. 

Just to make sure we have a proper understanding of 401k 
account rules, lets look at the other two scenarios in the table. If 
someone decided to invest only 4% of their pre-tax dollars, they 
will still be matched ½ of that amount since it is less than 5%; in 
this case they will receive an additional $400 each year. If a 
person decides to invest 10% of their pre-tax dollars, the 
company will only match up to ½ of the 5% so the matched 
amount will still be the same as if 5% of the paycheck was 
invested but the individual will still receive the tax benefits on 
the total 10%. If someone invested $10k during their first year 
with the company (and nothing in subsequent years) and left 
after 3 years, the total in their account when they left would be 
the original $10,000 plus $1,500 from the company. 

Whew. That seems like a whirlpool of numbers and can seem 
very complicated. The bottom line is that retirement accounts 
are “free money” when compared to investing in a normal, post-
tax account. There are generally a few questions that come up 
when talking about retirement accounts that I want to address 
directly right now: 

1. What money isn’t available to me if I don’t stay for 
the full vesting period?  
This is the question I get the most. The money you put 
into the account is yours from the moment you deposit 
it; there is no vesting period on that! The vesting 
period only applies to the money that the company 
will match. 
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2. Can I invest in everything the same way I would with 
a normal investment account? 
Generally, no. The retirement accounts have contracts 
with a company that only offer a handful of mutual 
funds and sometimes ETFs or stocks. While this isn’t 
ideal, there usually are some great options available, 
including lifecycle funds in the account. 
 

3. What happens when I leave the company / hospital? 
Again, any money that you have invested and earned 
during the vesting period is yours to keep. Most people 
will take their accounts and transfer them to their own 
investment portfolio in what’s called rolling over a 
401k account. I did this when I left my job in finance; I 
took my 401k account and rolled it into a retirement 
account at Merrill Lynch, where I do my personal 
investing. 
 

4. Why wouldn’t everyone invest in a 401k account? 
Some legitimate reasons include saving all of the 
money you can for something you might need short- 
term, such as a down payment for a house or deciding 
to pay down high interest debt first. There are 
financial consequences for taking money out of a 
retirement account early so it really should be money 
that you won’t be touching until retirement. 
 
Another big reason is ignorance. Doctors are especially 
bad at managing their finances and since 401k plans 
are opt-in accounts, it requires a little bit of effort to 
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make it happen. Don’t be scared by all the paperwork 
you will receive to set-up your account, it’ll be worth it! 

 
The last thing I want to discuss in terms of retirement 

accounts is the type of account that I like the most, but is used 
the least frequently. Roth IRA accounts are, in my opinion, the 
best retirement account you can invest in. It’s very similar to a 
traditional IRA or 401k account in that it has tax benefits, but the 
benefits are switched in this account. For traditional IRA and 
401k accounts, you don’t pay any taxes when adding money into 
the account but you have to pay taxes when you take the money 
out. A Roth IRA account taxes your earned money today but 
allows it to grow and ultimately withdraw tax-free. Let’s take an 
example to see how this can be beneficial, especially for medical 
students and young doctors.  
 

                                                        
13 You may notice that the start and end year here are only 5 years long. 

The reason I did this is after your residency, you will likely price yourself out 
of using a Roth IRA account. I want to emphasize that during these crucial 
years of low tax rates, which account you should focus your investments in.  

 Investing into 401k 
account 

Investing into Roth 
IRA account 

Gross Salary Saved $5,000 $5,000 
Initial Tax Rate 0% 20% 
Yearly Contributions $5,000 $4,000 
Start Year 30 30 
End Year13 35 35 
% Interest 8% 8% 
Saved at 75 $688,225 $550,580 
Final Tax rate 35% 0% 
Final at withdrawal $447,346 $550,580 



Retirement accounts 

56 

When students are in medical school or young doctors are in 
residency and not making much money, they have a very low tax 
rate. Here we are using an example that the tax rate is 20%. 
Therefore if you are using a 401k account, you will get a 20% 
premium on the amount you initially save. If we run the 
numbers and say that both of you invest $5,000 or $4,000 each 
year into each account, at 75 you will have over $100k more in the 
401k account, which makes sense because you start out with so 
much more in those accounts. However, remember that the 401k 
account gets taxed at the end whereas the Roth IRA account 
doesn’t. For doctors, there is a good chance you will have a 
higher tax rate later in life when you are either earning more or 
don’t have debt to shield your taxes. So here we estimate that the 
tax rate at the end withdrawal on the 401k is 35%, which actually 
ends up making the withdrawal $100k less than the Roth IRA. 

Another great part about Roth IRA accounts is that you can 
generally invest in any fund or stock since it isn’t through an 
employer. However, there are several limitations on this type of 
account. The first is that there is generally a $5,000 yearly limit 
on contributions and this is only allowed for individuals or 
families that are making less than $200,000. As doctors or future 
doctors, a good portion of us will earn more than this amount or 
will be in a household where the combined salary will exceed 
this amount. This is why investing in a Roth IRA when in 
medical school and especially during residency / fellowship is so 
important! 

This brings us to the end of the investment portion of this 
book. While there are thousands of pages I could devote to 
intricacies in investing such as options and various strategies, 
this wouldn’t be high yield. I really want to focus on the main 
strategies and information you need to be safe and successful in 
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your financial future. If you want to continue to explore the 
world of personal finance and dive deeper into it, there are 
countless books and blogs you can read! In the next part of the 
book, we will explore some big purchase areas that medical 
students and young doctors will grapple with: houses, cars and 
weddings. 
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CHAPTER SEVEN 
Weddings! Yay! 

 
 
 
 
 
 

HEN MOST PEOPLE THINK about big purchases, 
houses and cars come to mind first. And for those 
that are not in the medical field, this might actually 

be the case. But for medical students and young doctors, buying 
a house and a car is often put on the back burner until a heftier 
paycheck is secured after residency or fellowship. However, the 
one expense that many medical students and residents don’t 
consider is the cost of having a wedding. 

The average age of entering medical school is around 25 and 
finishing residency is around 33. This also tends to be the age 
range around which most individuals end up getting married. 
While medical students and doctors might place love a little 
lower on the priority list while studying for the USMLE exams, 
love has a way of entering our lives at the most inopportune (at 
least, financially speaking) time.  

W 
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Medical students are in debt and saving money is hard, no 
matter what it is for. When asked about how medical students 
will pay for their wedding, the answers generally are: 

1. My wedding won’t be expensive; it will be small and 
elegant. 

2. I’ll figure it out once I’m engaged; I’m not even dating 
anyone right now. 

3. I think my parents will help me out. Or he / she will 
and his / her parents will help me out. Or maybe I’ll 
take out a loan. What’s one more loan anyway, 
AMIRITE?! 

 
Wedding expenses are one of those topics that are the easiest 

to put away in the deepest, darkest corners of our mind, lock the 
door and throw away the key. It can remind us of the complexity 
of having a relationship while in the field of medicine. It also can 
remind us of uncertainties in our life and our relationships. Even 
most couples that have been dating for a significant amount of 
time won’t want to talk about their wedding, future or kids until 
it “becomes official.” And maybe there is a supernatural jinx that 
could happen (or more likely severe anxiety) by discussing 
engagements and marriage, but that shouldn’t stop you from 
thinking about it for yourself. 
According to the wedding website The Knot, the average wedding 
in the United States in 2015 cost $32,641.14 That’s the equivalent of 
adding on another semester’s worth of tuition at some medical 
schools! And of course the disparity in the locations around the 
United States will make a difference; for example, it cost $56,950 

                                                        
14 Article by Ivy Jacobson on The Knot that surveyed 18,000 couples that 

got married in 2015. All wedding cost information is from this article. 
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on average in Long Island, where I grew up, compared to $18,890 
in South Dakota. Again, this doesn’t benefit doctors and medical 
students very much since most medical school and teaching 
hospitals are in larger, urban areas and people tend to marry 
closer to where they live or work. However, we will use the 
average wedding cost in the United States to think about what 
saving for a wedding means. 

 
If you start thinking about saving for your wedding when you 

get engaged, you will need to save over $2,000 a month in order 
to get close to the amount needed for the average wedding cost. 
At this point, most people go to the simple answer of “I’ll just 
make my wedding small.” First of all, everyone says it and it 
never happens. You will feel the need to invite certain people, 
especially being in the field of healthcare. Think of all the people 
you know in medical school or that you work with during 
residency. More importantly though, most of the costs associated 
with a wedding are fixed costs and changing the number of 
people won’t make as big of a difference as you think. Here are 
some of the average fixed costs in 2015: 
Venue $14,788 Ring $5,871 
Photographer $2,618 Wedding Dress $1,469 
Reception Band $3,833 Décor $2,300 
Planner $1,996 Videographer $1,824 

Time to Wedding Monthly Savings Needed 
14 Months (average engagement) $2,332 
24 Months $1,360 
36 Months $907 
60 Months $544 
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No matter how many people you decide to cut out of your 
wedding, you can’t cut many of the fixed costs associated with 
the wedding and that’s where the expenses quickly add up. It’s 
your wedding! Are you really not going to have the dream venue 
you’ve always wanted or opt for the ring that makes you melt? 
Instead, accept the fact that your wedding will be expensive and 
start working on a way to figure out how to pay for it.  

First thing you want to do is have a conversation with your 
parents about the expenses and absolutely be on the same page 
as to who will be paying for the wedding. I’m going to flashback 
to another episode of Friends when Monica is asking her parents 
about money for her wedding with Chandler. She was under the 
impression that they had saved money for her but instead they 
had bought a beach house with the money. A more likely 
scenario is your parents have saved up money but aren’t aware 
of just how much weddings cost. Or they are willing to help with 
some of it but can’t foot the entire bill. Here’s how the cost 
sharing normally breaks down for a wedding15: 

 

 
                                                        
15 Megan Friedman’s article “The Cost of Weddings Has Officially Gotten Silly 

High” in Elle fashion magazine. 
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For as progressive of a society as we think we are, the bride’s 
parents are still taking on the majority of the burden of paying 
for the wedding. Second comes the couple itself, followed by the 
groom’s parents and the mysterious 1% for other. Maybe you can 
get a Kickstarter going for your wedding and get some help from 
stranger. Regardless, it seems that the couples are paying for a 
substantial amount of a wedding’s expenses. If we take the 
average cost of a wedding and the average percentage a couple 
pays, it brings us to a couple needing about $14,000. What does 
this look like now in terms of long-term savings? 

 
Saving $233 a month is still very difficult, but this assumes 

that all of this is falling on one person. Marry someone who has 
read this book and you will both be in much better shape; I have 
faith that over the next 5 years you can stash away $7k to help 
pay for your own wedding. This also brings me to one of my 
biggest problems with general advice on finance given to 
medical students and young doctors in regards to savings. 

General financial knowledge stipulates that you should have 6 
months worth of savings in the bank just in case you lose your 
job. This is a valid concern for almost every individual in nearly 
every industry, as we saw during the financial crisis. But it really 
isn’t a concern for young doctors. When was the last time you 
heard about a resident at a hospital getting fired because of a 

Time to Wedding Monthly Savings Needed 
14 Months (average engagement) $1,000 
24 Months $5,83 
36 Months $388 
60 Months $233 
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financial crisis? Even if a hospital has to close down, all the 
residents get transferred to a new hospital. Coming out of 
medical school, doctors have some of the best job security in the 
world. Residency is a job just like any other and while there is 
always the potential to lose your job, it is less common than most 
jobs. Because of this, having money stashed away for a job loss 
isn’t a priority. 

Instead, save the money for a big purchase that will be coming 
up in the future. It might be smart to try and save some money 
for your wedding (even if you’re not dating right now) or perhaps 
it’s for a car or a house. We will discuss these big purchases in 
the next chapter. 





Aashish Shah 

65 

 
 
 
 
 
 

CHAPTER EIGHT 
Houses and cars (a.k.a. being a grownup) 

 
 
 
 
 

 
NE OF THE MANY WEIRD THINGS we will see as 
future doctors or young physicians will be all of our 
non-medical friends (do we even have those?) go 

through stages of life faster than we do. They will have their first 
big job and promotions before us, likely will start families before 
us and will almost certainly buy houses and cars before us. You 
will start seeing the Facebook posts of friends signing their 
mortgage papers and holding up a key outside of their starter 
home. It’s cute to see them become adults and you may covet 
those 100+ likes they received, but this is one of those times 
where conventional wisdom about buying houses doesn’t 
usually apply to medical students and young doctors. Let’s first 
go into what this “conventional wisdom” is. 

Before the latest financial crisis in 2008, there was this pretty 
classic idea of the American Dream with the nice house and 
white picket fence. Everyone would always say that buying a 

O 
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house was a “safe” place to put your money; house prices 
“always” went up and mortgage rates were “always” fixed. This 
meant that you would buy a home once you’d decided to settle 
down in a place, pay a fixed interest rate (say 8%) and then in 30 
years if you decided to leave or retire, sell the house at a nice 
premium and tuck that money away for some traveling. You will 
hear older generations still preach about the importance of 
buying a home, but most financial advisors will tell you that 
those old absolutes aren’t true anymore. While the housing 
market has been hit in recessions and depressions in the past, 
this is the first time a financial crisis was actually caused by the 
housing industry. 

When the financial crisis in 2008 hit, it shook longstanding 
beliefs about the housing industry. Most of the crisis happened 
because financial firms believed that anyone who owned a home 
was almost guaranteed to pay the mortgages and that the value 
of houses would constantly go up. 16  We discussed in the 
retirement chapter how most people don’t stay at the same job 
for their entire lives anymore. The same is true about where they 
are located. People are constantly moving because industries are 
constantly moving. Smaller companies get bought by bigger 
companies and concentrate where all the brainpower will be. 
Mortgage rates fluctuate with the economy and home values 
change or don’t rise if there isn’t a market for buying them. 

                                                        
16 I’m not going to go into all the intricacies of what exactly happened 

during the financial crisis. However, I do think it’s a nice bit of history to know 
and understand. I would suggest “The Crisis of Credit Visualized” a video you 
can easily find by Googling or on YouTube that in 10 minutes does the best 
explanation of the crisis I’ve ever seen. You can also watch the 2015 film “The 
Big Short” which is (in my nerdy opinion) entertaining yet still informative. 
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All that being said, people are still always buying homes and 
are happy to do so. Even before you start thinking of buying a 
house though, you want to make sure you have the best credit 
score possible. It is 100% worth it to put off buying a home for a 
few years and increase your credit score before you decide to buy 
a house. In the credit score chapter I had shown you what the 
difference would be in buying a $300k house in Rhode Island 
with great credit vs. mediocre credit; here’s that table again: 

 
FICO 
Score 

APR Monthly 
Payment 

Total Interest Paid 

760-850 3.458% $1,340 $182,440 
700-759 3.679% $1,377 $195,824 
680-699 3.856% $1,407 $206,683 
660-679 4.07% $1,444 $219,976 
640-659 4.499% $1,520 $247,156 
620-639 5.044% $1,619 $282,675 
 
Paying interest on a home is already very costly; do yourself a 
favor and work on increasing your credit score before buying a 
home to avoid paying even more interest. 

Even if your credit is high enough, there needs to be some 
thought into buying a house versus renting. While it may seem 
like a pretty straightforward answer, there are numerous things 
to consider when debating between renting and buying a home. 
One of the firsts is length of staying at a location. A generally 
accepted rule is to only buy a house if you believe you are going 
to stay in that location for at least 7-10 years. With residency, 
fellowship and job searches, it’s hard for a doctor coming right 
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out of medical school to commit to one location. For this reason, 
renting may be a better option.  

Another thought to have are the differences associated with 
buying versus renting a home. As opposed to leasing and buying 
a car (which we will discuss next), there are significant costs 
associated with buying when compared to renting a house or 
apartment. 
 

Cost or Renting Costs of Buying 
- Monthly rent 
- Renter’s Insurance 

- Monthly mortgage 
- Interest payments 
- Property tax 
- Homeowner’s insurance 
- Maintenance and repair 
- Selling costs (6-8%) 

 
Many people will be quick to say that paying rent is “throwing 
money away” because that money could be used towards 
mortgage payments and eventually buying a house. In some 
situations, that may be true; however, it doesn’t take into account 
the whole picture. First of all, you could be renting a nice 
apartment for $1,000 a month, but that same apartment’s 
mortgage payments would be closer to $2,000 a month because 
of interest payments. If you want to live in the same quality of 
place, you have to be able to afford the extra monthly payments 
and that can be a stretch. 

When renting a home, if there’s a problem with the 
dishwasher or something breaks, it’s the owner’s responsibility 
to replace it; you as the renter don’t have to shell out any 
additional money. Ask any homeowner how many times 
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something unexpectedly stops working and needs to be fixed. 
Over a few years, these costs can quickly add up because things 
that need to be replaced are very rarely cheap. On top of this are 
property taxes and homeowner’s insurance, which will be more 
expensive than renter’s insurance. 

When you first buy a house, you end up paying the sticker 
price of the house. However, when you sell it, you are 
responsible for all the fees, including the broker’s fee. This 
usually comes out to about 6-8% of the price of the house. If we 
go back to that $300k house in Rhode Island, the seller would 
end up paying somewhere around $20k just to sell the house. If a 
young doctor bought a house when starting residency and then 
had to leave after 5 years, that $20k just in selling costs could 
have been used to cover a substantial portion of the housing if he 
or she had decided to rent instead.  

Sometimes it is really hard to wrap your mind around what 
makes the most sense, especially if you’re looking at something 
like a 7-year residency or expect to stay in the same place for 
residency and fellowship. Thankfully, there are a variety of tools 
on the Internet that can help you make a decision. One that I 
have really liked is on the website www.realtor.com, which has a 
calculator tool to help determine if it makes more sense to rent or 
buy based on how many years ahead you’re thinking about and 
the rent you expect to pay. 
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While most of this is to try and help make a decision as a 

medical student or young doctor in terms of renting versus 
buying, there is one thing that I do have a strong opinion about. I 
do not agree with the notion that buying a house is an 
investment. Yes, there is a lot of financial data that shows home 
price appreciation doesn’t match the returns you would get if 
investing in the stock market, but that’s not my point. I don’t 
think of buying a home the same way as I do buying a stock. If 
Tesla comes out with an amazing car and the price of the stock 
shoots through the roof, I might sell the stock before it comes 
back down to Earth. But my home is where I live and where I 
hope to raise a family; I’m not going to part with it so quickly, 
even if the price of my home suddenly jumps up. Buy a home 
because you love it and want to spend a significant period of time 
there, not just because you think in 10 years that area will be the 
next Silicon Valley.  
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Buying vs. Leasing a Car 
 

Shifting gears (ba dum chh!), a car is something nearly 
everyone needs at some point and can be a substantial financial 
investment. If your medical school or residency is in a big city 
that has adequate public transportation, you may be able to 
delay this for a few years. The main question is about buying vs. 
leasing a car, similar to buying versus renting a house or 
apartment. We discussed how when you are renting a home, you 
are saving expenses in multiple ways when compared to buying 
a home. The main difference here are the costs associated with 
leasing a car vs. owning a car are nearly identical. If repairs need 
to be made on your car, you are on the hook for the payments 
whether you leased it or bought it. This is why it is very widely 
established that leasing a car very rarely makes financial sense. 
Of course, there are a few exceptions to this rule. 

Leasing a car can be a useful option if you are fairly certain 
you won’t need a car in a few years. For example, if you move to 
a smaller town for medical school for 4 years and then plan on 
going back to a major city for residency, renting might make 
sense for you; in this case, make sure you have the option to buy 
the car at the end of the lease! Another reason to lease is if you 
really like cars and drive around a lot, you can essentially enjoy 
the latest model every few years and continue to pay a similar 
amount. This doesn’t make the most financial sense but it’s okay 
to spend some money on an item or luxury if it is important to 
you. 
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When thinking about buying a car, the cost of the car is only 
part of the equation. Each car has it’s own depreciation value17 
based on how well it holds up to wear and tear. Additionally, you 
have all the out of pocket expenses associated with having a car. 
When judging how much a car is worth, most people use 
something called the 5-year cost to own. The Kelley Blue Book 
does a wonderful job outlining these costs and gives you an 
analysis based on each car, whether it be used or new.  

 

 
When buying a car, of course it’s important to consider the 

current price of the car and see if that’s an affordable deal for 
you. Another thing to consider are all of these out of pocket 
expenses, along with how much you will recuperate if you decide 
to sell the car. Some cars depreciate faster than other cars. Let’s 
take a look at a comparison based on the Kelley Blue Book 
values: 

                                                        
17 Depreciation value is the loss in value of the car. It will be the difference 

between what you paid and what it’s worth at the time of selling the car. The 
first year of owning a car has the highest depreciation and car value drops 15-
20% 
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Here we see what the cost of owning two very similar SUV’s 
would be. During the life of the car, it would seem that the cost is 
nearly identical because the sticker price and the out of pocket 
expenses are extremely similar. However, if you tried to sell the 
car at the end of 5 years, you would get back nearly $4,000 more 
selling the Honda CR-V then you would the Mazda CX-5.  This is 
something most people don’t consider when they are purchasing 
a car. 

There are always a lot of questions about buying a new car 
versus a pre-owned car. Most of this will be determined by your 
financial situation and how much you can afford a month. Of 
course if the original sticker price is lower (used car), the 
monthly expenses are lower. However, this risks the potential of 
needing more services and repairs on the car. Personally, I 
believe the ideal time to buy a car is around 1.5 years into its life. 
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This would take account for the initial, larger depreciation in 
value but would avoid the prolonged wear and tear. 

The problem with buying used cars is you’re usually not 
getting a great deal, especially if you’re buying from a certified, 
pre-owned dealership. If the value of a car after 1 year has 
dropped 20%, in order to make a profit, the dealership will set it 
at a rate closer to only 10% less than the original value. At that 
point, is it really worth the risk of the wear and tear on a car? 
That’s more of a personal question. If you’re buying directly 
from another person, the premium will be a lot less but the risk 
of car problems will be higher because dealerships do a work-up 
on cars before selling. Unfortunately, buying a used car generally 
comes down to financial necessity, and that’s okay. Just make 
sure you are buying a car where you have an accurate history 
and budget in some costs for repairs.  

Big purchases are scary, but if you put just a portion of the 
thought and research into them as you do with a medical school 
exam, you can make them with confidence. We’ve gone over a 
lot of different aspects of having and spending money; in the 
next chapter we will discuss the order in which you should 
prioritize where your money should go. 
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CHAPTER NINE 

The money hierarchy 
 
 
 
 
 
 

AVING A GOOD FOUNDATION in personal finance 
will be instrumental for the rest of your life. However, 
there is a big difference between just knowing the 

information and applying it to the real world. Med students and 
doctors will tell you how even after 2 years of being in a 
classroom and learning all the science from a textbook, it still felt 
like you didn’t know enough once you start rotating. Making 
decisions in finance can be a similar type of feeling. You have 
made your way through this book and have a good 
understanding of the basic principles, but now it’s time to apply 
them. 

One scenario that gets brought up all the time is paying down 
debt versus investing money. For example, if you have saved 
$500 over the last couple of months and you want to put that 
money to good use, how would you do it? We will go through the 
logic for if it makes sense to pay down debt, invest or a 

H 



The money hierarchy 

76 

combination of the two, but like many things in finance, there 
will be a difference between what logically makes sense and 
what you are comfortable doing. Let’s go through the options. 
For now, we will assume that if you have $500 extra dollars, your 
options are either to invest, pay down debt or a hybrid mix: 

 
 
Pay down debt - High interest debt (>10%) 

- Peace of mind about debt 
Invest only - Low interest rate (<5%) 

- Good investment opportunities 
- Loan forgiveness program 

Hybrid - Invest first in tax benefitted programs 
(401k & Roth IRA) 

- Then leftovers for debt 
 

Option A, using the entire extra saved money to pay down 
debt is reserved mainly for two scenarios. The first is when the 
interest on the debt is very high, greater than 10%. This is usually 
saved for credit card debt, personal loans and very rarely some 
student loans. In the same way that high returns can quickly 
build up your retirement fund, these high interests can snowball 
into massive piles of debt; it would be wise to pay these down 
immediately. The second brings in a little more of the 

$500"
Monthly Savings"

A"
All towards Debt"

B"
All towards investing"

C"
Hybrid Mix"
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psychology of personal finance. Some people can’t stand the idea 
of having debt and want to get rid of it right away. It might not 
make the most logical sense but if you can’t stand the thought of 
investing money instead of paying down debt, this might be an 
option for you. 

Option B, putting all the money into investing is definitely for 
those that are playing the long game. If the debt interest rate is 
very low (less than 5%), you can be fairly sure that by investing, 
your rate of return will be higher than your debt interest so you 
will come out on top overall. Additionally, there might just be a 
very great opportunity for you to invest; this might mean 
privately in a company or there has been a big dip in the stock 
market and it’s a good time to buy on some at a low price. 
Finally, some individuals are aiming for a loan forgiveness 
program18 in which case you want to pay as little of your debt 
down as possible.   

Option C, the hybrid mix is generally the best choice for most 
individuals, but again it might not be right for you. What you 
really want to focus on is first maximizing your tax-benefitted 
investments and then moving on to your debt. Your 401k and 
Roth IRA should be your first stops with additional cash, then 
move on to paying down debt and finally to a normal investment 
account. This allows you to capture the upside of the retirement 
accounts while still focusing on debt if those accounts have 
already been fulfilled. 

                                                        
18 Loan forgiveness programs are great in theory but can be hard to fulfill 

all of the requirements. I would talk more about it but I have realized that 
most medical schools do a very good job of discussing debt with their students 
but not about investing. Therefore, I will focus on the equity side of personal 
finance and let your school’s financial aid office be your source for debt 
questions. 
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Also, keep in mind our earlier conversation on how young 
doctors don’t necessarily need a rainy day fund but should have 
a big purchase fund (for like a wedding). That should fall into 
your hierarchy after the high interest debt and tax benefit 
savings.  

 
We’re almost at the end! The last thing we have to talk about 

is one of the most interesting and glamorous parts of personal 
finance: insurance. People don’t want to talk about it because it’s 
boring but it absolutely is an important part to your financial 
security.

Initial	
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Additional	
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Big	
Purchase	
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Additional	
Debt	

Paydown	
Additional	
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CHAPTER TEN 

Do we have to talk about insurance? 
 
 

 
 
 
 
 

HERE ARE VERY FEW THINGS those in the healthcare 
field hate talking about more than insurance. I would 
estimate that 37% of my family dinners at some point 

turn into a conversation about healthcare insurance. Fortunately 
for this chapter, there is very little to discuss in regards to 
healthcare insurance, but other insurance policies are vital 
towards having a well-rounded financial portfolio. 

Nobody wants to talk about the worst-case scenario in life. It’s 
sad to think about, but definitely sadder to plan for because it 
puts the possibility right in your face. As young doctors (to be) 
and in the changing landscape of healthcare, very few of us will 
be self-employed or have a private-practice; most of us will be 
either in hospitals or larger group practices. The reason this is 
important is because our employers will now provide us with our 
malpractice insurance and it won’t be something we will be 

T 
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paying out of our own pockets anymore. Furthermore, the 
employer will be offering you several other insurance options as 
well; it’s important to know which ones you should have and 
which ones aren’t necessary. 

 
Health Insurance – we are the first to know and constantly 

hear about the soaring costs of medical services. This is an 
absolute must and fairly obvious. 
Verdict – necessary 
 

Disability Insurance – after 4 years of undergrad, 4 years of 
medical school and finally becoming a doctor, the last thing we 
want to plan for is the potential we are disabled and can’t work 
again. While we know doctors won’t make the most money in 
the world, we will enjoy a comfortable life-style and you want to 
protect that. There are two types of disability insurance: long 
term and short term. While most disabilities are short term, 
these aren’t the ones you want to plan for. Make sure you have 
long-term disability insurance that will allow you (and your 
family) to reap the benefits of becoming a doctor, even if there is 
an unfortunate incident that causes long-term damage. This is 
now something that many employers offer in “insurance 
packages.” 
Verdict – necessary 

 
Life Insurance – this will be more about protecting your 

family in case of an untimely death. If you were to pass away and 
someone would be in a financial bind because of it, you need life 
insurance. This is definitely something to consider if you have 
private student loans as some of those can be passed on (federal 
loans are forgiven upon death). As a physician, your income will 
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be substantial and relied upon by your entire family. For life 
insurance there are generally two types. Term insurance will pay 
out for a death in a determined time frame (such as in the next 20 
years). Permanent insurance (or whole life insurance) will pay 
out no matter when your death is, but has much higher cost. 
However, whole life insurance takes some of your money and 
puts it into a built in savings account. The absolute best way of 
doing this is to buy term insurance initially when you’re 
strapped for cash (residency) and then convert it into a whole life 
insurance plan before the term is up. 
Verdict – necessary 
 

Homeowner’s insurance – buying and having a home is 
expensive and insurance adds to that list of expenses. No matter 
where you are located, fires and floods can happen because of 
plumbing and heating / electricity in every house. Having the 
right policy can make any home issues bearable; for example, 
make sure the cost of relocation while a house is being fixed is 
included in your policy, otherwise you will be spending a lot of 
money while your house is being fixed. Oh, and by the way, you 
can’t get a mortgage without homeowner’s insurance. 
Verdict – necessary 
 

Automobile insurance – this is another one of those no-
brainers, mainly because you can’t drive a car without insurance 
in nearly all places. However, financially speaking, the real 
reason to have this is because the frequency with which 
accidents happens. In your lifetime, you are likely either to have 
or be involved in an accident. While cars are now made to 
prevent injuries, it is because the cars absorb most of the impact 
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and the costs to repair will be very high. Furthermore, if there is 
injury, there could be liability and lawsuits involved.  
Verdict – necessary 

 
Renter’s insurance – this is one of those that tends to have a 

ton of opinions on whether it is necessary to have. The issue is 
that if you’re robbed and claiming items, you first have to meet 
the deductible. If your deductible is $1,000 and that’s what your 
laptop costs, it doesn’t help you to have it. If you don’t have many 
valuables, renter’s insurance may not be necessary. However, 
chances are if you are robbed or there is a fire, more than one 
thing will be taken and it would be worth to have it. Unless you 
live in a gated apartment and feel very secure, renter’s insurance 
is a good safety net. The best way to help yourself in this 
situation is to take a video of all of your belongings so you have a 
claim on all your things. Electronics and clothes alone can 
quickly add up to 10k. 
Verdict – necessary 
 

Car Rental Insurance / Traveler’s Insurance – most times 
you buy tickets for vacation or rent a car, they will offer you the 
ability to add insurance to it. However, if you make these 
purchases with a credit card, you don’t need to get the insurance. 
Most credit cards (especially the good ones you will be eligible 
for with your amazing credit score) have built in insurance 
policies if you make the purchases using the credit card. Just 
another reason to increase your credit score and use credit cards. 
Verdict – Unnecessary 

 
These tend to be the insurance policies that most people have 

questions about. Obviously there are several others you may 
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want to consider, such as pet insurance if you have a beloved 
animal in your family. However, I trust this is the basic list to 
make sure you have a least the most important parts covered.
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Conclusion 
 
 
 
 
 

 
 

 HOPE YOU HAVE ENJOYED THIS sweeping introduction 
into personal finance. As I watch my nephew go through his 
grade schooling, I can’t help but wonder why there was 

never a class on personal finance. Money tends to be a taboo 
subject, something that is enveloped in political correctness. I 
never had a course in it in high school, college or medical school. 
The irony is that having some very simple principles can help 
make a seemingly complicated subject very manageable. My 
hope is that with this, you can focus on your career and your 
passion, leaving money out of the equation. Please continue to 
explore this world as you see fit, but if you don’t want to, I hope 
this book gives you all you need. Thank you for your time. 

I 


