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You signed-up to be a doctor because you love this pro-
fession. There’s just no other explanation. Someone who 
didn’t love the medical field, the practice of being a doc-
tor, helping his/her patients, and/or doing great medical 
research would not undergo what you just went through. 

First, there were the four years of undergrad. Check. After 
which, you likely spent a couple years working while you 
studied for, sat for, and passed the MCAT. Check. Next, 
you went to medical school for another four years of high-
er education. Check. Then, depending on your specialty, 
you did 3-7 years in a residency or fellowship program
before finally becoming a new attending. Check.

Now, you’re likely somewhere in your early to mid-30’s 
and you’re facing three financial realities:

High Student Loan Payments:
On average, new doctors enter the profession with 
$251,600 in student loans between undergrad and 
medical school (via Credible.com). 

Negative Net Worth:
High student loans and little savings means your net 
worth will likely be negative for the first period of 
your professional life. 

Less Time to Retirement: 
Most of your professional peers in other industries 
have been working, growing their salaries, buying 
houses, and contributing to their retirement accounts 
for the last 12-15 years. For example, if you and an 
engineer each want to retire at age 62, the engineer 
will have about 38 years to save (assuming they start 
their career at age 24), while you have only 27-31 
years to save.    

HERE’S THE GOOD NEWS. 
Now that you have begun your first job as a licensed 
physician, you are now making money. And, for the most 
part, you will get compensated for the extra years of 
schooling and time spent as a resident in the form of 
higher pay than most other professions. 

That said, the financial journey, just like your profession-
al journey, is neither linear nor easy. In fact, becoming 
financially successful demands a degree of mindfulness, 
planning, and perseverance that most individuals lack in 
their financial lives. Why is money so hard? Well, it’s not 
because we are stupid, although schools could certain-
ly do a better job of teaching us financial survival skills; 
mainly, it’s because we are humans. 

You see, it’s called personal finance for a rea-
son. Our relationship with money is riddled 
with emotion and most of the time we aren’t 
even unaware of this dynamic. 

Ultimately, when it comes to our financial lives, we walk 
around with a great deal of baggage that shapes our 
financial decisions for better or for worse. 

For some doctors, this will mean they don’t confront the 
reality of their student loans because they are too over-
whelmed by the high debt load. Others will use their new 
salaries to rapidly increase their lifestyles, taking lavish 
vacations, buying a big house or condo, and leasing a 
new Tesla or other luxury car. And still others will horde 
cash for the security it provides, even when there are more 
optimal savings or investing strategies available to them.

But this won’t be you. Why? Well, because just by 
reading this ebook, you are taking the first of many 
necessary steps to thrive financially and become a 
financially fit physician. 

In fact, we think that if you confront head-on the challeng-
es and opportunities we describe below, you and your 
family can be financially fit within five years post-residency. 
What does that mean? Though the ultimate answer should 
be specified for you and your goals, we think this signifies
five things: 

1. Sufficient Emergency Reserves to protect 
against challenging times

2. Paying down your student loans on an 
optimized timetable

3. Owning a right-sized home you love

4. A savings strategy that will help you achieve 
your family’s goals

5. The ability, every year, to spend time and mon-
ey on activities that you love and that rejuvenate 
you.

HOW IS THIS POSSIBLE? 
WELL, LET’S DIG IN.



THE UNIQUE FINANCIALS 
OF NEW DOCTORS
Before we dig deeper into how you can become a Finan-
cially Fit Physician, let’s review the rather unique financial 
path of most doctors, starting with an unfair perception:  

Most Americans think doctors simply make 
a lot of money and that life must be easy for 
them, at least on the financial front.  

We think this idea couldn’t be further from 
the truth.

Financially speaking, being a doctor is a relatively strange 
career. You pay top dollar to attend medical school, likely 
generating a couple hundred thousand or more in school 
loans, and then you get paid only slightly better than 
minimum wage (when accounting for hours worked) for 
the duration of your residency. Once you are a new 
attending, your salary skyrockets, but you’re also about 15 
years behind on your retirement savings and you must 
pay off all those school loans. Oh, and by the way, you are 
way too maxed out mentally to even think about money 
for that whole duration, and understandably so!

the average resident earns about $61,200
according to Medscape.com

In other words, if the end compensation for doctors was 
not higher than the average American salary, most of you 
would end up broke! 

Ultimately, due to the dynamics mentioned above, it 
is it is incredibly important for new doctors to get on the 
right path financially as soon as possible. Though you 
are just beginning your post-residency professional 
journey, you do not have time to waste in executing on 
your financial goals.

SO, LET’S GET YOU FINANCIALLY FIT AND JUMP INTO 
THE THRIVE FRAMEWORK! 
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WHY THRIVE?
You’re already one of the best in the world at what you 
do. You’ve spent years studying, preparing, and training 
for your current job and hundreds of thousands of dollars 
have been spent on your professional success. That said, 
there is a whole different realm of financial responsibilities 
that you must take seriously if you intend to achieve your 
financial goals and create a life that supports your person-
al and professional ambitions. 

After seeing and hearing cases of doctors not thriving 
financially in the initial years after residency, we decided to 
put together this ebook to see if we could help.  

WHAT COULD MAKE A DOCTOR NOT THRIVE? 
Here are a few examples of decisions that may 
set you back in your financial journey.

You under-save for retirement thinking you’ll have 
plenty of time to save in the future and ‘catch-up’ 
on your savings.

You don’t build sufficient emergency cash re-
serves because you believe you will always be 
able to work, and your income security is too 
high.

You don’t stick to a spending and savings plan 
and you’re unsure where your money goes every 
month 

You don’t pay attention to the tax ramifications 
of your financial decisions and money just ‘goes 
where it goes’ 

You buy an expensive and unnecessary whole life 
insurance policy because an insurance salesper-
son masquerading as a ‘financial advisor’ tells you 
it’s a great savings tool

As you can see, even in this short list there are several 
traps new doctors can fall into that could impair their 
financial success. That said, you won’t be making any of 
these mistakes because you’re already investing in your 
financial well-being by reading and learning, assessing 
your own financial situation, and taking an active interest 
in your personal financial success.

At Trailhead Planners, we have helped many young 
doctors set a solid platform for their long-term financial 
success. Given this experience, and a great deal of inter-
nal discussion that incorporated various aspects of our 
financial expertise (tax, investments, cash flow planning, 
accumulation strategies, etc), we believe we’ve curated 
a concise list of strategies for young doctors like you to 
follow so that you may thrive financially.

We broke our Thrive Model down to five steps to follow 
(in order) that, if implemented correctly, should help you 
become financially fit in your first five years as a doctor.

THRIVE MODEL 
(IN ORDER)

1. BUILD CASH FIRST

2. MAX YOUR
RETIREMENT SAVINGS

3. BUY A STARTER HOME

4. BLITZ YOUR STUDENT
LOANS

5. BEWARE LIFESTYLE CREEP



BUILD CASH FIRST
What’s the first thing you should do financially once you 
start making money? Build up your cash reserves. 
The rainy day fund is the cornerstone of financial well-be-
ing. Yes, you have disability insurance and your job secu-
rity is pretty high but having extra cash on hand creates 
financial resilience for your personal balance sheet better 
than anything else we’ve come across. 

WE SUGGEST A TWO-TIERED APPROACH: 

Liquid Cash Reserve – Maintain at least 10% of income in 
readily accessible savings, like a savings account at your 
bank. If you are self-employed or a 1099 contractor, you 
may want to build your liquid cash reserves to an even 
greater level. 

Emergency Reserve – Maintain the higher of twice the 
Liquid Cash Reserve or, if you have a mortgage, 20% of 
your mortgage balance in a secondary Emergency Reserve 
account. 

The emergency reserve can be less liquid than a bank sav-
ings account, and it should truly only be used in case of an 
emergency.  What’s an emergency look like? We always 
point to the triple-whammy: You lose your job, you have a 
health event, and the stock market tanks.  In fact, this 
exact situation tragically played out during the Covid-19 
Crisis. 
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CONCLUSION
IN TRUE EMERGENCIES, 
NOTHING BEATS CASH. 



MAX YOUR RETIREMENT 
SAVINGS

After building cash, many doctors want to go straight to 
aggressively paying down their student loans Though we 
completely understand this impulse and the existential 
pain that is student loan payments, we point you first 
toward maxing out your retirement savings. 

First, make sure you have a student loan repayment 
strategy that fits cohesively within your financial plan 
(discussed below). For example, if you qualify for Public 
Service Loan Forgiveness (PSLF), it may make sense to 
pay as little as possible on your student loans with the 
intention of achieving full loan forgiveness after ten 
years of service. Second, investing in your retirement 
accounts is gener-ally more beneficial than aggressively 
paying down your student loans.  

Here’s why: 

Given the late start to your ‘earning years' you must 
aggressively save for retirement

Most doctors are in high marginal tax brackets. The 
tax savings for contributing to your 401k and any oth-
er tax-deferred retirement account, like a 457b, can 
be powerful. 

The stock market will likely out-perform (or out-com-
pound) the interest rate on your student loans. 

Here’s a fun fact for you:

The later you start saving for retirement, the 
higher your savings rate must be. What does 
this mean in practice? Well, someone who starts 
saving at age 22 and is targeting retiring at age 
65 may only have to save 10% (or even less) of 
their salary to have adequate retirement savings 
because their money has more time to com-
pound. On the other hand, someone who starts 
saving at age 35 and is targeting retiring at age 
65 may have to save a great deal more .

According to research done by Wade Pfau, an individual 
hoping to replace 50% of their ending salary in 
retirement, who has 30 years until retirement, and wants 
sufficient assets for 30 years of retirement, must save at 
least 16.62% of their gross earnings. More, to reduce the 
risk of outliving your money, you may want to ensure you 
have sufficient funds for 40 years of retirement. In this 
scenario, the research says you should save at least 
18.63% of your gross salary. 

A couple points:

Your savings rate includes any employer contribu-
tions to your retirement accounts. Depending on the 
hospital or medical group you are employed by, this 
employer contribution can be quite lucrative. 

We count HSA savings, whether employer or employ-
ee, toward total annual savings if the HSA account 
is not regularly used to pay health expenses and 
instead is used as a hyper tax-efficient savings tool.

Depending on the retirement account options 
available to you at your workplace and your total 
salary, you may need additional savings on top of just 
your retirement accounts. In this scenario, consider 
back-door Roth contributions or simply investing in a 
taxable account. 

CONCLUSION 
You should be saving at least 16.62% of your salary into 
a diversified investment portfolio and, if cash flow allows, 
consider pushing this closer to 20% of your salary. Any 
additional savings for a bigger home, a second home, 
college expenses, etc, or the chance at an early retirement 
are above and beyond this number. 
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BUY A STARTER HOME 
After you have sufficient emergency cash reserves and 
you’re adequately saving toward retirement, we believe 
the next step is to save up for and buy a starter home. 

WHY A STARTER HOME? TWO REASONS: 

Given the monthly student loan expense you are
likely facing, on top of the need to save for 
retirement, buying a starter home, a place where you 
can see you and your family living for the next 5-8 
years, is less financially straining than reaching for a 
‘forever home.’ 

That said, there are many reasons why buying an 
appropriately sized (and priced) home is attractive.
Our general rule of thumb regarding home size is to 
aim to own a home worth 2-3 times your annual 
income and to strive to put 20% down. In some 
urban areas, this must be pushed to 3-4 times your 
annual income. That said, we think this rule of thumb 
is inappropriate for young doctors until they pay 
down their student loans. For now, we think you 
should think in terms of monthly cash flow.  

THERE ARE TWO OPTIONS WE LIKE FOR ASSESSING HOW 
MUCH HOME NEW PHYSICIANS CAN BUY: 

A full budget analysis: Write down all your expens-
es, fixed and variable, inclusive of taxes, savings, 
student loan payments, car payments, travel, food, 
restaurants, etc. Back out what is left to spend on 
your home (make sure you include real estate taxes, 
insurance, maintenance expenses, and any HOA fees 
on top of mortgage principal and interest). If you 
need to cut some unnecessary expenses to buy a 
more ideal home, do so. 

Use the 25% Post-Tax rule: Simply multiply your
post-tax income by 25%.  This is a rough, and conser-
vative, estimate of how much you can spend monthly 
on your home. Obviously, the more conservative 
you are when buying your home, the more money 
you can put toward other goals, like paying down 
your student loans, retiring early, travel, etc. And you 
should absolutely take this into consideration during 
your analysis.

Additionally, some individuals will simply value buying 
a more ideal home than others and there is no ‘right’ or 
‘perfect’ answer here.

For example, a doctor with three kids may 
value buying a bigger home whereas a
doctor who doesn’t have kids may value 
freeing up room in his/her budget for 
personal fun and travel. Both are okay!

Do you need to buy a home? Absolutely not. Renting 
is a fine a choice if you prefer the flexibility and conve-
nience. That said, owning your own home does poten-
tially offer many financial benefits:

Diversifies your balance sheet into real estate

Owning leveraged real estate (essentially buying a 
home with a mortgage) can help protect your net 
worth against inflation

Mortgage interest may be deductible on your annual 
tax return.  

Allows you to grow equity in the home which can 
then be used to fund your next home purchase down 
the road.

Offers a wonderful living space for you and your 
loved ones! 

CONCLUSION 
Until your student loans have been paid off in full, you 
should be more conservative with your house purchas-
ing decisions. We like to think of this home as your ‘first’ 
home or a ‘starter’ home. It may not be ideal, but it will be 
a great place to live for the next 5-8 years. 
To see how much home you can afford, either do a full 
budget analysis or use the 25% Post-Tax Rule. 
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BLITZ YOUR 
STUDENT LOANS

LET’S CHECK-IN QUICK ON WHAT YOU’VE ALREADY 
IMPLEMENTED (OR WHAT YOU PLAN TO IMPLEMENT): 

You have adequate emergency savings? Check. 

You are saving at least 16-20% of your gross income? 
Check.

You bought an affordable starter home? Check.

Now that you have implemented the first three steps of 
our Thrive Platform, we suggest you do the fun part: Blitz 
your student loans. Pay those suckers down with every 
extra dollar in your budget. 

WHY? 

Well, depending on what your student loan interest rate 
is, you can achieve a ‘guaranteed’ rate of return just by 
paying them off.  For example, if your student loans have 
a 5.65% interest rate and you are on a 20-year repayment 
plan, ever extra dollar you put toward student loans pays 
off debt that is negatively compounding against you. 
More, the rate of return doesn’t come with any volatility. 
You know exactly what you are receiving – 5.65%. 
To contrast, a 50/50 stock and bond allocation has re-
turned an annualized 8.9% from 1950-2019. However, the 
historical rate of return is by no means guaranteed.

That said, is it likely that you can outperform the interest
rate on your student loans by investing more in stocks? 

Historically speaking, yes. But that won’t be the case over 
every 3, 5, or 10-year period. In our view, as long as you
are already contributing at least 16.62% of your gross 
salary to your retirement accounts, we favor blitzing your 
student loans versus additional investing at this stage in 
your career.

Additionally, we think there are behavioral or emotional 
reasons for favoring debt-payoff with excess cash. Debt 
weighs us down both financially and mentally, and in our 
experience paying down that last cent of student loans is 
an incredibly freeing experience. Is it the mathematically 
optimal decision? Not always. Yet, clients we’ve worked 
with usually prefer the emotional lift of aggressively pay-
ing down debt versus investing a greater portion of their 
income. Our own personal experiences with student loans 
attest to this fact, as well. 

By the way, when those incredibly pesky student loans 
are gone, and you have paid off that last chunk, celebrate 
with abandon.  

Seriously. Treat. Yo. Self. Go out for a nice 
dinner. Take a trip. Spend a long weekend at 
the beach of by the pool. You do you. You 
deserve it.  

Also, maybe you have refinanced your loans by this point 
or maybe not. Refinancing can often result in a lower inter-
est rate, but often there are reasons to keep federal loans 
where they are. For example, private loans may not be 
dischargeable upon your death, while federal loans are. 
For obvious reasons, this is an important caveat for doc-
tors with spouses and/or dependents. Federal loans are 
also much more flexible if you face hardship or financial 
challenges down the road. All to say, student loans take a 
lot of thought and planning.  

By the way, does this mean that up to this point you 
shouldn’t have worried about your student loans? 
No. We suggest every physician engage with a profes-
sional to create a plan for paying down their student 
loans right after residency. Student loans are complex and 
there may be multiple options available to you given your 
unique circumstances. A student loan plan that coordi-
nates with your comprehensive financial plan will help 
make sure you are neither overpaying nor underpaying on 
your student loans, and that you are working toward being 
student loan free on the timetable that works best for you. 

CONCLUSION 
The next step to becoming a financially fit physician is to 
start paying down your student loans aggressively. This 
will free up cash flow down the road that can be used to 
make progress on other financial goals. Additionally, there 
is usually a massive emotional lift from paying off student 
loans. 

1. Create your student loan plan
2. Achieve steps 1-3 of the Thrive Model
3. Blitz your student loans
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AVOID LIFESTYLE CREEP

The final step in our Thrive framework is to avoid 
lifestyle creep. 

WHAT’S LIFESTYLE CREEP? 
Lifestyle creep (a.k.a. lifestyle inflation) speaks to our 
tendency to simply add more expenses as our income in-
creases. For example, as you pay down your school loans 
you are going to have a lot more money available to you 
on a month-to-month basis. 

You have three options:
1. You can save it.
2. You can spend it.
3. You can do nothing and let it pile up in cash.

In our experience, number two, spending it, is hard to 
avoid and should even be expected on some level. You 
make good money, you do a good job saving, and you 
have been diligently building a solid base for your finan-
cial future. You should be able to spend more month-
to-month if you like. Even better if you are spending on 
activities and hobbies that give you joy. 

Our concern, based on our experience seeing hundreds of 
budgets, is that the spending can become quite mind-
less. If you get used to spending a few thousand dollars a 
month on restaurants and take-out, it’s hard to scale that 
back, even when you stop deriving joy from the experi-
ence. You’ve unintentionally set a new baseline experi-
ence or habit, decreasing the marginal utility (or enjoy-
ment), but increasing your monthly budget. 

This isn’t necessarily bad. But now imagine it’s not just the 
monthly restaurant bill, it’s also an expensive new
car lease, a couple ski trips to Aspen, a new boat, a big 
AirBnb on the ocean with the family, a designer purse or 
clothes, and, well, you get the gist. 

We’ve seen it time and time again. People start spending 
more and more money every year simply because the 
money is available and it becomes habitual. Ultimately, 
lifestyle inflation can hold you back from achieving long-
term goals or having more meaningful experiences (rather 
than more things.

THERE IS RISK HERE TOO. 
Lifestyle inflation can derail what should have otherwise 
been a great retirement. It can lead to higher debt levels 
when unmanaged (the car loan, the boat loan, the dream 
home mortgage, the vacation home mortgage, credit card 
debt, etc.) and when the band stops playing, it can all fall 
down around you. In more serious cases, bankruptcy is the 
only way out. 

Ultimately, this is a good time to think about what you 
genuinely want out of life. What gives you purpose? What 
is your purpose? What does fulfillment look like for you? 
How would you like to be remembered? How can your 
financial resources help you achieve more stuff like this? 
The answer can be as simple as supporting your family, 
spending as much time as possible with your loved ones, 
and helping your patients. It can be as grand as setting up 
a foundation to further cancer research. 

Here are some other good ones: Take a sabbatical and
learn a new language in a postcard worthy foreign town. 
Travel with your family, spouse, partner, or solo for a year. 
Retire early. Buy a second home in the mountains or on 
the ocean. Give more to charity or causes you care about.
Make art. Write a book. Build your own cabin. Create 
things.   

As Morgan Ranstrom, a financial planner and partner 
at Trailhead Planners, wrote in his book, Money 
with Purpose, 

“All to say, who you are, what you are about, 
your goals, purpose, fulfillment…these are 
what matter, and they help us create the 
signposts of our financial life. Money is not 
an end in and of itself, nor is it a beginning. 
It’s a means to an end, an entity we can use 
to transfer value, fulfill our needs, live our 
values, and move further into a life of pur-
pose.”

Remember, just like you trade your time for money, money 
can be used to buy time. In fact, beyond a certain level of 
sustenance and financial security, time might be the most 
important resource that money can buy. Ultimately, the 
financial resources you’ve worked so hard to accumulate, 
preserve, and grow can allow for greater freedoms and 
optionality for you and your loved ones. 

CONCLUSION 
This is your shot. Make it a good one. Avoiding lifestyle 
creep, and instead focusing on purpose, fulfillment, and 
long-term goals will help you use your financial resources 
for things that bring you joy.
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