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Dollars S P E N D I N G  T H E M
S AV I N G  T H E M

Q. What do you tell your kids about
money and personal finance?

You have to be cognizant of money.
That doesn’t mean you have to be driven
by money. That doesn’t mean you have to
sit around and watch CNBC all day. It
means you have to be thinking of income
and outgo. And, never have any credit
card debt. Period.

Q. You’ve impressed that upon them?

Oh yeah. And a lot of their friends have
credit card debt in college. But at least
with my kids I am pretty confident they
will not do it, because they understand
math. They understand that interest rates
that compound at 18 percent or 24 per-
cent are just a bad deal. My single biggest
piece of financial advice is to live within
your means. So when you get a job and
you need a car, get a car within your
means and an apartment within your
means. Your financial decision-making is
full of trade-offs. That’s my most impor-
tant message to my own children and
other people’s kids. I get visits from
friends with kids who they want me to
give the pitch to. And, I am happy to do it.

Q. You give the 401(k) pitch as well?

When I see a young person I say, ‘If you
make $30,000 and you have the ability to
put 10 percent away, presume you make
$27,000. And, it’s pretty easy – you we-
ren’t making any money, now you’re
making $27,000 and you’re putting away
$3,000. The freedom that living below

your means and participating in savings
programs creates for you is spectacular.
If you don’t like your job but you have the
resources to sustain yourself you can
make a career change. If you are living
paycheck to paycheck you can’t do that. 

Q. Did you always do everything right
with your money or did you make some
mistakes as a young person?

I didn’t have any for a long time. I came
out of grad school with a bunch of grad
school debt. I guess I have always been
prudent, probably boringly prudent my
whole life. My first house was far less ex-
pensive than it could have been. I’ve just
been pretty disciplined. But I will prob-
ably tell you the primary discipliner, if
you will, early on was the fact that as a
young married couple my wife and I both
had grad school debt. I think actually I
probably ended up avoiding mistakes be-
cause I had the forced discipline of fi-
nancial obligations. 

Q. What’s the smartest thing you did
with your money – early on?

No question that it was participating –
participating to the max, even when it
was painful, which it was – in our 401(k)
plans. And, I’ve always made an IRA con-
tribution. I do it every Jan. 2. It is just a
habit. Those are two really good habits
and they are applicable to everyone. You
don’t have to be the chairman of Van-
guard. 

Q. You’ve said that sometimes it seems
investing is more complicated than it
needs to be. So why are there so many
mutual funds? Vanguard is a big con-
tributor to the sheer number of funds.

Doesn’t that make it harder on investors?

First, there are too many funds. Too
many expensive funds. Too many funds
that don’t perform very well. But within a
broadly diversified fund complex like
Vanguard, which serves 8 million house-
holds, we have differentiated needs. And
then there is a level of do-it-yourselfness
– people who want to construct a port-
folio. Do most people need a small-cap
international fund? The answer is no. But
is it a very viable option within the con-
text of certain investment programs? The
answer is yes. So having a large number
of funds is not an impediment to people
being successful. 

We’ve tried to offer both paths – the
simplified package solution but also to
give our clients funds to manage their
portfolios themselves. The intimidation
factor comes from the investment firms
that manage to convince you that you are
not up to doing it yourself and that you
have to pay for the privilege, which we
obviously don’t agree with.

Q. What is the appropriate allocation
for a 25-year-old and a 35-year-old?

I think most young people should be
dominant in equities, presuming they are
going to invest regularly. If you are young
and a regular investor, you have time and
equities should over time be markedly to
your advantage. It means you can’t watch
your account balance every day. It means
you may want to open your statement
but then throw it away. 

Amy Baldwin covers money-related topics for 20-
and 30-somethings in Out of the Red. Reach her at
(704) 358-5179 or
abaldwin@charlotteobserver.com.
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“Never have
any credit card
debt. Period.”

Vanguard CEO’s main 
advice: Trim debt, invest

–––––––
Brennan from 1D

Bobby Spivey. While prices in higher-income
neighborhoods are rising, he said, prices in
lower-income neighborhoods are flat or drop-
ping. 

Average prices actually declined in 39 of 73
neighborhoods with high foreclosure rates,
most of them low-priced.

The findings, consistent with research in
other cities, show the consequences of foreclo-
sures extend beyond the families that lose their
homes.

A study of property values in Chicago found
each foreclosed home within a city block de-
creased the value of a home by 1 percent. The
2005 study by the Woodstock Institute exam-
ined the impact of almost 4,000 foreclosures in
1997 and 1998.

Foreclosed homes often are resold at steep
discounts, undermining the market for neigh-
boring homes. Such homes also can stay vacant
for months or years before resale, creating eye-
sores that may deter potential buyers of neigh-
boring properties.

“If there are multiple foreclosures on a street,
people know it,” said Dan Immergluck, a profes-
sor at Georgia Tech University who co-au-
thored the Chicago study.

The best advice for home shoppers?
Make sure you know it, too. — DATABASE EDITOR
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Staying Out of Trouble
Study your neighborhood:: Your home is probably

your largest investment. If it’s in a neighborhood with
a lot of foreclosures, it may be a bad investment. You
can check the history of neighboring homes on
Mecklenburg County’s real estate Web site,
http://meckcama.co.mecklenburg.nc.us/relookup/.
Click on “street name lookup” to retrieve sales
records for all homes on a particular street.

For an interactive map of foreclosures from
January, 2003 through early 2005, visit
www.charlotte.com/news, then under Special
Reports, click on the Foreclosures link.

Before You Find a Home …

• Get educated: Find a housing counselor through
the Web site of the Department of Housing and
Urban Development: www.hud.gov/buying or by
calling (800) 569-4287.
• Get ready: Several months before your search, visit
a local bank or credit union. Ask if you qualify for a
market-rate loan. If not, ask how you can.
• Get pre-approved for a loan before you start
looking at homes. You can generally afford up to
three times your total annual income. Buyers get in
trouble when they fall in love with a home, then shop
for a lender to provide the money.
• Get a good rate: Visit several mortgage brokers or
lenders. Ask each for a "good faith estimate," a
document listing your interest rate and closing costs.
Total fees should run between 3 and 5 percent of
your loan amount, and no more.

Foreclosures stymie resales
–––––––

Sales from 1DThe Study
About 2.3 percent of

single-family homes in
Mecklenburg County
foreclosed from January
2003 to early 2005,
according to county
records. The Observer
compared sales prices per
square foot during that
period with prices in 1999
and 2000. The analysis did
not include the sales of
foreclosed homes.

In neighborhoods with a
foreclosure rate of less
than 1.15 percent, or half
the county average, prices
increased an average of 16
percent. By comparison,
prices were flat in
neighborhoods where the
foreclosure rate was more
than twice the county
average. Average prices
declined in 20 of the 299
neighborhoods with low
foreclosure rates, and in 43
of the 79 neighborhoods
with high foreclosure
rates.


