WHAT DOES THIS GUIDE PROVIDE YOU?
After helping hundreds of doctors with financial planning, one pattern has
emerged. The year you become an attending physician is undoubtedly the most
important financial planning year of your career.
The purpose of this whitepaper is to provide you a guide to:
1. Share what’s different about planning for a physician.
2. Common mistakes young physicians make and how to avoid them.
3. A checklist of financial planning items that need to be addressed before you go
into practice.
4. A timeline so you can plan appropriately.
5. Some tips and tricks.

WHY IS PLANNING FOR
PHYSICIANS DIFFERENT?
You probably have friends in many different professions. They might be engineers,
teachers, or in business. However, many physicians are surprised to learn that they
have unique financial needs, different than their friends in other occupations.
We could write a whole book on this topic, but below are five reasons why financial planning for physicians is different from other professions:
1. Shortened Savings Period:You’re often 10-15 years late for saving for retirement. Some of your friends have been saving in their 401k since they were 22
years old. A lot of physicians go into practice around their mid-thirties. Many want
to retire by age 65. With so many people living longer it’s possible you might be
in retirement for 30 years. That means you roughly have 30 years to save for thirty
years. That’s an enormous goal that takes special retirement planning.
2. High Student Loans: It’s not uncommon for physicians to have $200,000
to $350,000 dollars in student loans when they finish training. There are many
different ways to go about paying off these loans including Public Service Loan
Forgiveness, State sponsored loan forgiveness, refinancing, and traditional methods.
Deciding which loans to pay off and whether to save along side pre-paying off loans
can be a challenge. That’s why we believe every physician deserves a debt repayment plan.
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3. Perfect Storm for Taxes: You are going to make more money, but unfortunately you are going to pay a lot in taxes.You will be at a unique income where you
will be disproportionately impacted by taxes. Most of our physicians tell us they
feel like the middle class. In fact some say they are the poorest rich people. You
will not make the money of millionaires, yet you will often pay similar tax rates.
That’s because you get hit with the Alternative Minimum Tax, the Medicare surtax,
State taxes, high bracket Federal taxes, phased out tax deductions, and many more.
The strategies that work for someone making $50,000 to $100,000 dollars won’t
be the same strategies you will need to implement.You will need more advanced
planning. That’s why all physicians need to set up early a tax reduction and diversification plan.
4. Targets for Lawsuits: The general public thinks you have a lot of money.
Therefore, they think you have deep pockets. Let’s say you are hosting some people at your house and someone falls on your driveway. Their injuries are such that
they can’t afford to cover their medical bills, and their insurance company finds
out the place they slipped and fell happens to belong to a doctor. While it isn’t fair,
you will likely be sued. In fact, we have some clients who have already been sued
within the first few years of going into practice. There is a special type of planning
called “asset protection” that looks for ways to protect your assets.
5. Protect Your Specialized Income: You have invested a tremendous amount
of time and money to get the education you need to be a doctor.You have a lot
of earnings potential. Just doing simple math, making $200,000 over 30 years is
$6 million dollars in earnings. Most physicians have decent job security, but are at
risk of being too sick or injured to work. Many of you are on your feet all day and
many of you use your hands to do your job. There’s an easy way to protect against
being too sick or injured to work called long-term disability insurance. There are
certain policies that can even protect your specific specialty. Find the right coverage and sorting through the options can be difficult.

WHAT ARE COMMON MISTAKES
RESIDENTS AND FELLOWS MAKE?
Many of the physicians we talk to agree that doctors are not well known for
making great financial decisions. We commonly hear that you are never taught
anything about finances in your education. We’ve found many common mistakes
physicians make after seeing over 300 physician cases.
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WHY IS PLANNING FOR
PHYSICIANS DIFFERENT?
You probably have friends in many different professions. They might be engineers,
teachers, or in business. However, many physicians are surprised to learn that they
have unique financial needs, different than their friends in other occupations.
Below are eight of the most common:
1. The Wrong Sized Home: The largest mistake we see physicians make is centered around their first home purchase. What happens is the home is so big that
after paying for student loans, grocery bills, cars, and maybe kids, there’s nothing
left over to save. The good news is this can easily be avoided. The trick is “work
backwards”. In other words you need to do a retirement plan first. A retirement
plan solves for what you need to save today to have a secure future tomorrow.
Once you know that number, how much your student loans will cost, and some
basic necessities, it is easy to work backwards to solve for how much of a mortgage payment you can afford. It is vital that this type of planning is done before the
home is purchased.
2. Procrastination: We get it, you have a lot of other things on your mind and are
super busy. You have families and patients to care for. You work a lot of long tiring
hours.You don’t have a lot of time to think about your finances. Many of you have
decided to not even think about finances until you go into practice, because it is
painful to look at your large loan balances and difficult to feel a sense of hope. The
truth of the matter is the farther out you plan, the better off financially you will be.
We’ve seen doctors lose out on opportunities and cost themselves thousands of
dollars because they procrastinate.
3. Missed Discounted Disability Coverage: It is really common for physicians to
want personal long-term disability coverage. This is supplemental disability coverage that goes on top of what your future employer will provide you. Both policies
would pay a benefit if you were too sick or injured to work. What a lot of physicians don’t know is that insurance companies will offer a discount on coverage. In
the industry these are called multi-life discounts and can save women as much as
42% and men as much as 30%. To get the discount, you just need to obtain coverage through a financial planner who works with more than three physicians at your
employer. In fact, if your financial planner doesn’t have a discount on coverage it
might mean he/she doesn’t work with a lot of physicians. Given these discounts
are so high, a female might save $100 per month on discounted coverage. Since
you pay for coverage most of your working career you could be looking at saving
thirty times the amount saved, or $36,000 dollars.
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4. Not Shopping for Disability Coverage: When you buy any type of insurance
coverage, you want to make sure you’re working with a financial planner who is
shopping for all the best options. This makes certain you’re being presented with
all of your different choices so you can weigh the pros/cons and find the best
coverage for the best price. In order for that to happen, the financial planner
needs to be independent and not required to sell their firm’s products. That means
your financial planner should be evaluating many insurance companies for you,
like Union Central, Guardian, Principal, The Standard, and Metlife. We work with
physicians at a university where a particular insurance company is sponsored. Their
product is marketed to residents. Physicians often buy this policy given their own
university is the one sponsoring it, without evaluating their other options. They are
shocked to realize there are cheaper options that might provide the same coverage for $50-100 dollars less each month.
5. The Not Having a Debt Repayment Plan: It’s very common for physicians to
have $200 to $350 thousand in student loan debt. What’s not so common is to
have a clear plan of action for how to eliminate that debt. It’s not surprising given
the many options available to you. Does Public Service Loan Forgiveness through
Income Based Repayment or Pay As You Earn work for your situation? You might
be surprised to know it depends on your marital status, your specialty, or future
career goals. Are there other types of loan forgiveness options available to you?
There are other programs available and many physicians have never heard of them.
Should you refinance your loans? With today’s low interest rates this might make
sense for you, but it depends on your unique situation. Which loans should you
pay off first? Should you pay off your loans before you start saving? There are
many different questions to answer about your loans. That’s why we believe all
physicians need a debt repayment plan.
6. Wanting to Do Things in a Sequence: We meet a lot of physicians who want
to complete step one before moving onto step two. While this might feel safe it’s
not always the best option. Many times with finances it makes sense to diversify
your goals and strategies. A common example is a physician who wants to pay off
100% of his debt prior to saving anything. That might make sense for some, but
certainly not all situations. Sometimes it is better to save while you pay off debt at
the same time.
7. Not Having Their Employer Contracts Reviewed: When you get your first
contract it is going to be written in legal-speak. Unless you’re a lawyer it can be
very hard to decipher what is being said. Just because your future employer seems
nice, don’t assume their team of lawyers will be. Often there is language in the
contracts that puts you on the hook for things like liquidated damages.
8. Not Negotiating for More Pay: It’s not uncommon to see the physicians
we work with earn higher salaries and get $10 to $20 thousand more in signing
bonuses due to negotiating. For those who want coaching, we help with what you
should say to put you in a better position to negotiate. This is crucial given your
first income is the most important. All of your future income is going to be based
on what income you started with. Small changes today will have a large impact in
the future.
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BELOW IS A CHECKLIST TO ACCOMPLISH
PRIOR TO GOING INTO PRACTICE
1. Create a Debt Repayment Plan.
2. Evaluate obtaining personal Disability Coverage.
3. Do a Retirement Plan so you know how much to save. From here you can work
backwards to solve for how much home you can afford.
4. Have your new employer contract reviewed.
5. Get coaching on how to negotiate higher pay.
6. Have your new employer benefits evaluated. You should get advice on how to
best utilize your benefits at work.
7.Create a budget. Once you know how much your student loans will cost and
how much you need to save for retirement, a budget allows you to solve for how
much you can spend on a home.
8. Evaluate if a special doctor loan mortgage makes sense for your situation. These
loans normally only require 0% to 5% down.
9. Get educated on how to invest in the market. Even if you aren’t in a position
today to save, you should learn more about investing to better your future and get
comfortable with the terminology.
10. Invest the money you have today. It’s common to find residents who have put
away a small amount of money that could be working harder for them.
11. Create a savings plan so you can hit the ground running when you get your attending income.
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WHAT ARE SOME MORE ADVANCED TIPS
AND TRICKS YOU COULD BE DOING?
Get as much money as possible in the tax-free category of investing. These are assets that are funded after taxes but grow tax-free, and if used correctly are withdrawn later tax-free. The reason you want to do this is you will be in the lowest
tax-bracket of your life as a resident or fellow. Therefore, it’s best to pay taxes on
your assets now before paying higher amounts later. Below are some methods on
how to go about that.
1. Fund a Roth IRA. You can put up to $5,500 dollars in a Roth IRA if your
income is below $117,000 for single tax payers and $184,000 for married tax- payers in 2016.
2. Look at doing Roth Conversions. This is where you take old employer retirement plans like a 403b or 401k and pay the tax on them converting them to a
Roth today.
3. Fund a H.S.A. plan. This is a health savings account where excess funds can be
put aside as tax-free savings if used on qualified medical expenses. You can put up
to $3,350 as a single taxpayer and $6,750 as a married taxpayer in 2016.
4. Max fund your pre-tax employer retirement plan to the tune of $18,000
dollars in 2016. This is often a 403b or 401k plan. Then convert this money to a
Roth IRA prior to going into practice. This is a way to get more money in the taxfree savings category.
5. Fund an independent Roth 401k. This is a special 401k plan for when you
have self-employed income.
We find a lot of physicians are looking to buy their first home the year they make
their attending income. For those physicians we help connect them with a lender
who can provide them with a low down payment doctor loan or regular loan.
While we have many clients who end up buying a home their first year attending,
we suggest they rent the first 1-2 years. Here’s why:
1. Buying a home is a long-term decision. To be a sound financial decision it
requires a long holding period.
2. We don’t see your home as your retirement vehicle. Savvy housing decisions are about expense management.
3. We find a lot of physicians dislike their first job or find better opportunities elsewhere. Therefore, it is common for them to move early.
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4. There is a break point to owning a home. Often it can take 3-6 years
to break even on a purchase. You want to make sure you hold the home
longer than the break-even point. There is a break-even point because there
are several expenses associated with buying a home.

5. A home purchase has many costs that are not commonly thought of:
a. The majority of your loan payment will be interest in the first few
years of a purchase.
b. Realtor fees.
c. When you own a home you pay property taxes, maintenance, and
repairs.

LIST OF SERVICES
Contract Reviews
We’ve never seen a contract we couldn’t make better. Often we see physicians
improve their contracts by getting $10,000+ dollars or more in signing bonus,
more favorable terms, or simply a better understanding of what they’ve got. We
look at your new benefits, review your terms, run comparisons, and help with
negotiating more pay.
Disability Insurance
Your income is your single largest asset. You are much more likely to become too
sick or injured to work than to die. Obtaining disability insurance while you’re
in your training is very important. Now is the time to lock in rates while you’re
young and healthy. In addition, a financial planner who commonly works with
physicians can often get you discounts on coverage. Before you acquire coverage,
make sure you have an experienced professional shop for your best-priced options.
Help Buying a Home
Most residents or fellows wonder how much home they can afford. The size of
the home you choose will have a huge impact on your future. A mistake today can
take several years to recover from. Solving for how much home you can afford is
often difficult given you don’t always know your student loan costs or how much
you should save for retirement. We help physicians solve these questions and we
can introduce you to lenders.
Savings Plan
Retirement is the single largest expense in your lifetime. It will cost more than
your home, your car, your education, or your health. It is also one of the hardest
expenses to predict. That’s why we work with physicians to solve for what you
need to save today to have a secure future tomorrow.
Debt Repayment Plan
Most physicians are really concerned about the amount of student loans they have.
In addition, there are many ways to eliminate debt that vary based on your income,
specialty, martial status, age, and tolerance for risk. That’s why we believe every
physician needs a written debt repayment plan.
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WHAT DO YOU ASK WHEN
CHOOSING A FINANCIAL ADVISOR?
We understand choosing a financial advisor isn’t easy. Who do you trust when
there is so much jargon and so many financial products?
Below are some good questions that you should ask when looking for a financial
advisor:
Do you have a fiduciary duty?
A fiduciary duty is the legal obligation to always do what’s in the best interest of a
client. Surprisingly, only a small number of financial advisors have a fiduciary duty.
The rest of the industry only has a standard of care where they are obligated to
do what’s “suitable” for your situation. That is a lower standard of care.
Ethics are really important to us and we believe it is common sense to do what’s
in the best interest of the people we serve. One of the reasons we like working
with physicians is they feel the same way about their patients. We look at things
in simple terms - if you treat people well and always do the right thing by your
clients, they will do business with you and remain with you a long time. We are all
about lifetime relationships, and the advisor you work with should be too.
A way you can tell if a financial advisor has a fiduciary duty is by what structure of
firm they are in. Only a Registered Investment Advisory (RIA) has a fiduciary duty.
A Broker Dealer does not have a fiduciary duty.
The only challenge with finding an RIA is often they can be more expensive or
have account minimums to invest with them.
Since we work with Residents and Fellows we don’t have account minimums.
That’s because a lot of Residents and Fellows don’t have money to invest right
away, but they still need the help. Therefore we waive fees for Residents and
Fellows, meaning they don’t have any out-of-pocket costs when working with us
during their training.
Do you sell proprietary products?
A proprietary product is when captive advisors are obligated to sell their firm’s
products. Similarly, sometimes advisors are compensated more to sell their firm’s
products. This can lead to advisors recommending things that are not in the best
interest of their clients.
You want to work with a financial advisor who is completely independent so they
can shop for the best solutions for you.
For example, when shopping for disability insurance for you they should review
options from multiple companies like The Standard, Guardian, Principal, Union
Central, and Metlife.
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Do you have experience working with physicians?
A physician’s financial situation is different from other professionals. Make sure
you are working with a firm that specializes in physicians. Ask how many physicians they work with. If the answer is under 20 then they don’t have a lot of
experience.
Over 300 physicians have engaged us to help with their finances. We’ve seen about
every possible situation by this point.
Do you have multi-life discounts on disability insurance?
Chances are if you’re working with a financial advisor who works with a lot of
physicians, then they should be able to obtain discounts on disability insurance
premiums. This can be up to 42% for women and 30% for men. Many times this
will save you $100+ on monthly premiums which is thousands of dollars over your
career.
Do you have a clean record?
This is fine to ask.You want to work with an advisor you can trust. It’s important
to know their background.
All of our financial advisors at MD Financial have a clean record. It’s important to
us that our entire team is made up of people who share our same ethical values.
How much experience do you have?
You want to make sure you’re working with an individual who has a lot of industry knowledge and experience. Realistically, they should have at least five years of
industry experience before you would want to work with them.
Why are you a financial advisor?
This is a great question to ask because you will get a sense of who the individual
is, and what their character is like. Are they just in the profession because that is
where life took them or are they passionate about helping people?
We are a mission-driven firm. We consider it a great privilege to help physicians
with their financial lives, and we feel like we are making a difference every day. We
only bring on team members who feel the same way.
How do you terminate the relationship?
You should be able to terminate your relationship with your financial advisor at
anytime. Be cautious of contracts that force you to continue relationships for set
periods of time or obligate you to pay in full even if you’re unhappy.
We want to do business with happy, satisfied clients. We allow our clients to terminate the relationship at any time, and they are under no obligation to pay fees if
they’re unhappy. In fact, we would refund someone’s financial planning fees if they
were not satisfied, because we feel that’s good business. We’ve never had anyone
ask for a refund.
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What percentage of your clients come by referrals?
You want to work with an advisor who gets over 40% of their clients by referrals.
This tells you that they do their job well enough that their clients are willing to put
their reputations on the line to recommend them.
Over 70% of our clients come by referral. It was 90% last year. We are very grateful for the trust our clients have put in us.
How do you get paid?
There are different ways an advisor can get paid. The important thing is that the
firm you are working with is very transparent. They should be able to share with
you what they are compensated to provide their advice.
We are a fee-based firm. We waive our financial planning fees for Residents and
Fellows while they are in their training. We do this because we know they can’t
afford to pay a fee while they are in training, but they still need the help.

MD FINANCIAL:
HOW WE HELP
As a Resident or Fellow you have unprecedented demands on your time and your
money. Decisions you make today can affect your lifestyle 10 and 20 years into the
future, therefore it is critical you get good advice today.
That’s why we waive our financial planning fee for physicians while you’re still in
your training.
- Employer Contract Reviews
- Using Doctor Home Mortgages
- Debt Plans
- Student Loan Forgiveness Options
- Disability Insurance
- Budgets
- Unique Tax Strategies
- How Much Home You Can Afford
- Investments
- Retirement Planning
- College Planning
- Asset Protection
- Optimizing Group Benefits
- And More…
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