Financial Fitness Contest Winner No. 141

Growing up, Ije Obiorah watched HER MOTHER
work three jobs and come home every night and put pennies, nickels,
and quarters in a jar. By the time she was a teenager, that change was
enough to bring her grandmother to America from Nigeria. The lesson
of saving did not go unnoticed. Obiorah started babysitting at 12 and
two years later she began working as a server at a retirement home,
making about $5 an hour. By 16 she was working at T.J. Maxx and
still babysitting. By giving up her weekends, she managed to save
$10,000 by the time she was 22.
But despite her strong financial start, a series of unfortunate events
in 2009 set her back. The commercial real estate company where she
worked as an intern asked her to take a full-time position, but rescinded
the offer when the economy tanked. To further complicate her situation,
she had to undergo surgery for a foot fracture and her car was totaled in
an accident shortly before the costly procedure. Suddenly her financial
life was in shambles. “Things fell apart. I used almost all of the $10,000 I
had saved to pay cash for a new car and other living expenses.”
Obiorah refused to accept defeat. “When everything is taken away,
you have to adjust to what happens in life,” she says.
So in 2010 she relocated to Dallas from Cincinnati to
take advantage of a stronger job market. She quickly
found work as an independent contractor for
Fannie Mae before landing a full-time position
with Hilton Worldwide as a CRM analyst,
earning an annual salary of roughly
$45,000. In three years she was able
to rebuild her savings to $16,000
and pay off her credit card debt,
medical bills, moving expenses, and
student loans.

I’m Debt Free.
Now What?
After overcoming
a few setbacks,
Ije Obiorah is ready
to take her finances
to the next level
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Today, at 27 she is debt free and making
$60,000 in a marketing position with an airline.
She says discipline and budgeting allowed her
to put big goals in bite size pieces. “I focused on
keeping my fixed costs down and sticking to my
budget. I got a cheap one-bedroom apartment
for $475 a month,” says Obiorah.
She gave up happy hours with co-workers,
getting her nails done, eating out, and traveling.
“It was a sacrifice not going out, especially as I
was new in town and going out is a way to build
relationships, but I had to rebuild my savings.”
Now that she is back on track, she wants
to know what her next wealth building steps

Ije Obiorah
Dallas, TX

Household Income
Gross Income
$60,900
Assets
Checking Account
$ 1,000
Savings Accounts
16,000
401(k) (previous employer)
7,000
401(k) (current employer)
485
2003 Hyundai Santa Fe*
2,258
Total
$26,743
Liabilities
None
Net Worth

The Advice
black enterprise and Katrina Everett, a vice
president - investment officer and certified financial planner practitioner with
Wells Fargo Advisors in Marietta, Georgia,
put together an action plan for Obiorah.

Be realistic about retirement. Everett says
retiring at 65 with $2.5 million is a lofty goal. “To
maintain 80% of her current lifestyle, she will not
need to save that much to retire. All that she will
need to have saved at age 65 will be $1.25 million
assuming a 3% inflation rate and average return
of 6%,” says Everett.
To achieve $2.5 million she would need to
begin aggressively saving 19.5% ($11,700) of her
yearly income. In order to achieve the $1.25 million
needed to replace 80% of her income, she will
need to save 12.1% of her income ($7,265). “She
is young and has time on her side.” says Everett.
Obiorah is currently invested in a target-date
fund from a previous employer that Everett says
is an investment vehicle that does a spectacular
job of increasing employee participation within
the company 401(k) plan, but “I prefer not to take
the one-size-fits-all approach. I recommend she
pick quality funds and create a more personalized
asset mix than the target-date funds provide her.”
Obiorah also invests in her current employer’s
401(k) plan, contributing 6% and is eligible to
receive a match up to 5.5% after six months.
Everett suggests the following allocation mix.
Fidelity Puritan (20%); American Beacon Large Cap
Value (10%); American Beacon Balanced (7%); MFS
Growth (3%); T. Rowe Price Mid Cap Growth (8%);
Dreyfus Opportunity MidCap Val (6%); American
Beacon Small Cap Index (4%); T. Rowe Price New

n

should be. She dreams of retiring at 65 with a
nest egg of $2.5 million, a number she derived
by multiplying her current salary over the next
30 years and allowing for inflation and other
unexpected expenses. She has also factored
other events into her plan such as going back
to school to get an M.B.A., which she believes
would be critical to get a high-level managerial
position in marketing. With all her student debt
paid off, she plans to find scholarship and grant
opportunities for grad school to avoid taking
out loans. But boosting her savings remains at
the top of her financial goals.

Financial Snapshot

$ 26,743

* Estimated Trade-In Value According
to Kelley Blue Book

Total Assets
Total Liabilities
Net Worth

$26,743
$0
$26,743

Horizons (6%); Fidelity Diversified International
(10%); American Beacon International Equity
(7%); Dreyfus Emerging Markets (10%); American
Beacon Short term bond (5%); and American
Beacon Treasury Inflation Protection (4%).
n Take advantage of a Roth 401(k). “Ije should
leave the $7,000 she has in her traditional 401(k)
there, and going forward split her contribution
between the traditional and Roth 401(k),” says
Everett. She can contribute up to the 401(k)
limits ($17,500) and split the amount however she
chooses between the two choices. “I recommend
contributing 60% to the traditional and 40% to
the Roth 401(k).” For this year, Everett suggests
Obiorah leave her contribution at 6% and focus on
building her emergency savings and M.B.A. funds.
In 2014, she will update her current contribution
to 12% with 7% going to the traditional 40l(k)
and 5.1% to the Roth 401(k). No one can predict
what tax rates will be in the future, so having a
traditional and Roth option will help her hedge
her bets if she is in a higher tax bracket in retirement, be notes.
n Be strategic about getting an M.B.A. Although
she might not go back to school for several years,
she should begin saving immediately. She can
start that fund with the $2,000 contest winnings.
Ideally, Obiorah would like to continue to work

while going to school and have her employer
pay toward her M.B.A. She is also considering
trying to save $30,000 to cover basic expenses
while getting her M.B.A. over 18 months, and not
working. However, she would need to put away
an additional $625 a month to meet her goal,
says Everett. The $30,000 would cover only living
expenses and she would still need scholarships
and to take out some graduate loans to pay her
tuition and fees, explains Everett. “I recommend
she find an employer who will pay toward her
M.B.A. while she continues to work. She can also
continue to work and enroll in an evening M.B.A.
program and use the $30,000 toward her tuition
and fees and maybe take a small graduate loan
if needed.” Everett adds, Obiorah should consider
investing in a short duration bond fund to slightly
boost her earnings potential on these funds.
n Increase savings. Obiorah should increase her
emergency savings from $16,000 to $20,000 to
cover about a year’s worth of expenses. Also,
because her car is 10 years old with more than
150,000 miles, she should work to build $6,000
for a down payment on a new car, which she will
need in a couple of years.
Once she has maxed out her 401(k) contributions, Everett says she would love Obiorah to
invest elsewhere, but that is perhaps two to three
years down the road because Obiorah’s priority
is saving for an M.B.A.
Mostly though, Everett is impressed with
Obiorah: “Ije is very driven and knows what she
wants. She’s grounded and committed to the
financial sacrifice needed to meet her goals.” be

To apply for the Financial Fitness Contest, go to www.blackenterprise.com/financial-fitness-contest.
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