
Tax season is ending, and many of us are looking forward to our tax returns hitting our bank accounts. While
some may choose to spend their return on a special treat, others may want to use the extra funds to boost their
investments. If you’re trying to decide where to spend (or save) it, here are some ideas for how to make the most
of your tax return. 

Pay Down Your Debt 

Paying down your debts is one of the best ways to use extra funds when you have them. Debt can put a damper
on your financial health by affecting your credit score—as well as your ability to save and invest—so keeping debt
to a minimum is a smart financial decision. 

Pay your highest-interest debt, like a credit card or auto loan, first. In general, it’s a good practice to keep your
debt lower than 30% of your total available credit—if you’re carrying balances higher than this, you should
consider paying them down or even refinancing to make them easier to manage. Using your tax return to pay off a
portion of your debt can give you a good head start when it comes to managing your finances.

Build Up an Emergency Fund 

Once your debt is taken care of, the next step to financial health is to make sure you have an adequate
emergency fund. In general, it’s a good idea to have easily accessible money set aside for unexpected expenses
like medical emergencies, home repairs or a sudden job loss. If you have an emergency fund already, take note of
how many months of expenses it would cover— try to aim for three to six months’ worth. 

For those who don’t have an emergency fund, this is a great time to start. Set a goal for how much you want to
save, and start with your tax refund. Even if you begin with a small amount in savings, you can continue to
contribute to your emergency fund as you’re able, until you’re comfortable with the amount you may need. 

Treat Yourself 

If your debt is under control, you may choose to spend your tax return instead. It may be a great time to consider
purchasing something you normally wouldn’t spend money on—whether it’s a wardrobe update or a house
renovation. Especially after such a long and stressful year, we all deserve a little something for ourselves.
Depending on the amount of your return, it may be possible for you to use it to treat yourself to something small
and save or invest the rest. 
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Boost Your Investments 

Another way to make the most of your tax return is to invest your money. If you have existing investments, you
may want to give them a boost by adding capital to your accounts. This may mean making an extra contribution to
your IRA or buying a few more shares of stocks. 

If you’ve never invested before, using your tax return can provide a way to get started without taking any
additional funds out of your regular monthly budget. If you’re considering saving your tax return over spending it,
it can be beneficial to invest the funds because they have the potential to grow over time. If you’re unsure where
to start, talk to a financial professional to figure out the best types of investments for your specific needs. 

Giving

Ultimately, giving is the greatest strategy of all if you've satisfied the areas above. You can start putting money
aside to fund your 529 college savings plans for loved ones. Or you can support local organizations that mean the
most to you. There’s no doubt that it feels great to help someone in need through charitable giving and there can
also be tax benefits that come along with donations. If you're looking to establish a charitable giving plan, start 
 with What Issues Should I Consider When Establishing My Charitable Giving Strategy? 
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Life By Design Investment Advisory Services is a registered investment adviser. Information presented is for educational purposes only and does not intend to
make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve risk and, unless
otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser and/or tax professional before implementing any strategy discussed
herein.

Our financial planning process includes investment recommendations and provides tax guidance, but it is not meant to represent formal tax advice. Life By Design
Investment Advisory Services ("LBDIAS") is a Registered Investment Advisor offering advisory services in the State of California and in other jurisdictions where
exempted. 

https://moniquemarshall.us1.advisor.ws/files/what-issues-should-i-consider-when-establishing-my-charitable-giving-strategy-2023.pdf
https://moniquemarshall.us1.advisor.ws/files/what-issues-should-i-consider-when-establishing-my-charitable-giving-strategy-2023.pdf
https://moniquemarshall.us1.advisor.ws/files/what-issues-should-i-consider-when-establishing-my-charitable-giving-strategy-2023.pdf
https://moniquemarshall.us1.advisor.ws/files/what-issues-should-i-consider-when-establishing-my-charitable-giving-strategy-2023.pdf

