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Money management is like many things in life. We learn through practice 
and experience rather than from a textbook, and most of us make our share 
of mistakes. Here are some common financial mistakes and suggestions on 
how to avoid them.

NOT KNOWING WHERE THE MONEY GOES
It is not unusual when families do not know how much they spend for in-
surance, transportation, eating out, and other routine expenses. Families are 
not budgeting nor are they tracking where their money is going, and with 
luck they’re hoping there will be money left by the end of the month. Not 
knowing where your money goes demonstrates a lack of ownership over your 
money and can lead to detrimental outcomes, such as debt. 

People work hard to earn a living. Effort should also be put into plan-
ning the use of money and savings. Simple arithmetic shows that we must 
spend less than we earn to accumulate savings. Not tracking your spending 
is stopping you from saving money because you’re unable to see how much 
you could be saving by taking notice where you are over-spending. Taking 
control of your money by deciding where each dollar will be spent is key in 
winning financially. Try tracking your spending for a month, without chang-
ing the way you usually spend; that way you’re better able to analyze and see 
where you need to make corrections with your money. 
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FAILURE TO SET PRIORITIES AND GOALS
When financial priorities and goals are not established, 
too much money can be frittered away on inconse-
quential items that are not financial assets. The term 
“standard of living” is often used incorrectly in place of 
“level of living.” Your standard of living is what you can 
reasonably hope to achieve. Your level of living is the 
way you actually live from day to day. In terms of finan-
cial goals and priorities, your standard of living and your 
level of living can be quite different.

The importance in setting goals is so you have some-
thing to work toward. Sometimes we can get so caught 
up in day-to-day problems that we end up with little to 
show for all our efforts. Recognizing this fact 20 years 
down the road may make some of your goals unattain-
able. Saving money just to save money is like digging a 
hole without knowing where you’re going or what you’re 
looking for. There are many things to look forward to 
in the future that your future self will need your present 
self ’s help with. You’ll need to set goals for retirement 
(How much? By when?), your children’s college, house 
down payment, and a dream vacation. 

THE TENDENCY TO BE TOO TRUSTING
It’s amazing how many people take advice from strang-
ers without questioning their expertise or experience. 
Advertisers and salespeople are experts that tell you what 
you want to hear so that you will purchase their product 
and do business with them. 

As the consumer, you need to be wise and gather the 
facts first before you do business with someone. Take 
time to do your homework before parting with your 
hard-earned money. Don’t be rushed into financial de-
cisions. If you are being pressured into a fast decision, 
take this as a signal that something may be wrong.

Keep in mind that you are not expected to be an ex-
pert in all areas. Learn to be comfortable saying, “I need 
to study this type of investment (purchase, offer, deal) 
before I make a decision. I’ll get back to you.”

LENDING MONEY TO  
RELATIVES AND FRIENDS
Lending money to relatives is risky business. If you can’t 
afford to give the money as a gift, don’t lend it. The sad 
fact is that family loans are the most difficult to collect. 
And if you co-sign a loan for a relative or friend, be pre-
pared to possibly pay off the loan. The reason the bank 
requires a co-signer is if the borrower is unable to provide 
collateral or does not qualify on their own for the loan.

The best answer to most family money requests is 
“no.” In the long run, this may be the best way to avoid 
hard feelings. Too often, payments go to other bills, 
and relatives are last to be paid, if at all. Lending and 

borrowing money from friends and relatives is per-
sonal. It’s hard to be a debt collector with family be-
cause it will strain their relationship when it’s time to 
collect. The best transaction with family and friends is 
to just give.

WAITING TOO LONG TO  
PLAN FOR RETIREMENT
According to the U.S. Census Bureau (2017), 16.9% of 
New Mexico’s population is over the age of 65. Fewer 
people than you might think have pensions to count on 
when they retire. According to the National Compensa-
tion Survey by the Bureau of Labor Statistics (2018), 
71% all U.S. employees are eligible to participate in 
some type of retirement plan, but only 55% choose to 
participate. Many are relying on those pensions, but be 
sure to verify with your workplace about what you will 
receive, if anything, after you’re done working for them.

Another major factor for retiring over the age of 65 
is because people are not receiving the expected amount 
from their Social Security benefits. Right now, it’s esti-
mated that by 2034 the Social Security Administration 
will no longer have enough money to pay off scheduled 
benefits (SSA, 2018a). In 2018, 21% of the population 
in the U.S., which is about 67 million people, received 
their Social Security benefits (SSA, 2018b). 

To solely rely on your workplace and on the govern-
ment can be a risky bet. Therefore, be sure to set up a 
retirement fund on your own, such as a Roth IRA. If 
your workplace has a retirement plan where they match 
your contributions, then you can invest in a 401(k)  
or 403(b). 

PAYING INTEREST RATHER  
THAN EARNING IT
The overuse of credit prevents some people from achiev-
ing financial goals. The enemy that can come with cred-
it when you don’t manage it properly is debt. It’s im-
portant to make more than the minimum payment on 
any of your debts so that you’re able to pay it off more 
quickly and pay less in interest over the life of the loan. 

Debt and paying interest are the enemy of our 
wealth-building; therefore, it’s important to distinguish 
between paying interest (borrowing money) and earn-
ing interest (investing). The best way to earn interest for 
the long-term future, such as retirement, is by invest-
ing your money in a retirement account like a 401(k), 
403(b), or Roth IRA. There are other investment ac-
counts you can invest in, such as mutual funds, stocks, 
and bonds. With these types of investments, be sure to 
weigh the risk with the benefit that comes with it. When 
your money is invested in those types of accounts, your 
money is working for you and is earning compound 
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interest. In the life of the investment, you’re expected to 
have a larger return on your money than what you ini-
tially invested.

Overall, you want your money to work for you, not 
you working to pay off debts. Understanding the differ-
ence between paying interest and earning interest will 
provide you with financial freedom and future wealth. 
Truth is, no one should retire in the United States with-
out being a millionaire. There are options out there to 
make your money grow quicker than sitting in a jar 
under your bed, sitting in your savings account, or con-
stantly making payments.

INSTANT GRATIFICATION AND  
“KEEPING UP WITH THE JONESES”
Impulse buying is buying without thinking carefully 
about the purchase. If we see something we want and 
have a way to obtain it, such as using our credit cards, 
then there’s no reason not to get it...right? Well, wrong. 
If you’re spending money you don’t have, then you 
shouldn’t be buying it! It’s common sense. Although to-
day, everyone is trying to stay on top of the latest tech-
nology, clothes, and cars, which is hard to keep up with 
since there are always new advancements being made.

We make these impulse purchases by trying to keep 
up with everyone—we call this “keeping up with the 
Joneses.” What this means is we buy things, with money 
we don’t have, to try to impress others. Buying by ratio-
nalization is different from impulse buying. A definition 
of rationalization is “to devise self-satisfying but false 
or inconsistent reasons for one’s behavior” (Dictionary.
com, 2018). So, we feel like we need the latest smart-
phone because everyone else has the latest smartphone. 
We feel like we need a new car because everyone else has 
a new car. We need to go out to eat because our friends 
and family are always inviting us to go eat. We need 
to travel the world because celebrities and social media 
personalities are traveling the world. You are not them, 
your financial circumstance is different, and you have 
different goals—prioritize yourself. 

LACK OF AN EMERGENCY FUND
Squirrels are smart. They put away resources, such as 
acorns, to use for a future situation when they’re unable 
to gather food in unsafe weather conditions. Financial 
counselors report many financial problems are the re-
sult of an unexpected event such as a hospital stay, car 

accident, or job loss. As much as we don’t want that to 
happen, emergencies will happen. Because we know 
that emergencies will occur, we need to be prepared like 
our fellow squirrels. 

SOURCES
Bureau of Labor Statistics. 2018, March. National com-

pensation survey: Employee benefits in the United 
States, March 2018 [Online]. https://www.bls.gov/
ncs/ebs/benefits/2018/employee-benefits-in-the- 
united-states-march-2018.pdf

Census Bureau. 2017. Quick facts, New Mexico [On-
line]. https://www.census.gov/quickfacts/fact/table/
nm/PST045217

Dictionary.com. 2018. Rationalize [Online]. https://
www.dictionary.com/browse/rationalize

Federal Trade Commission. 2012. Co-signing a 
loan [Online]. https://www.consumer.ftc.gov/
articles/0215-co-signing-loan

Quinn, J.B. 1988, August. Money facts: Eight new rules 
for financial security. Woman’s Day.

Social Security Administration. 2016. Income of the 
population 55 and older, 2014 [Online]. https://
www.ssa.gov/policy/docs/statcomps/income_pop55/

Social Security Administration. 2018a, June 5. Social 
Security combined trust fund reserves depletion year 
remains 2034 says board of trustees [Online]. https://
www.ssa.gov/news/press/releases/2018/#6-2018-1

Social Security Administration. 2018b, August. Month-
ly statistical snapshot, August 2018 [Online]. https://
www.ssa.gov/policy/docs/quickfacts/stat_snapshot/

Original author: Jackie Martin, Extension Family 
Finance Specialist.

Bryce Jorgensen is the Extension Fam-
ily Resource Management Specialist at 
NMSU. He earned his Ph.D. at Virginia 
Tech. As a consultant, trainer, author, and 
speaker, he focuses on achieving individual, 
relational, and financial wellness for New 
Mexicans. An expert in the psychology of 
change, mindset, and behavioral econom-
ics, he provides customized programs lead-
ing to life and financial success.



Guide G-252  •  Page 4

Contents of publications may be freely reproduced, with an appropriate citation, for educational purposes. All other rights  
reserved. For permission to use publications for other purposes, contact pubs@nmsu.edu or the authors listed on the publication. 
New Mexico State University is an equal opportunity/affirmative action employer and educator. NMSU and the U.S. Department 
of Agriculture cooperating. 

Revised November 2018 Las Cruces, NM




