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Issue #6: Avoiding Lifestyle Creep: Turning Income Growth into Real Progress
For many attorneys, financial success doesn’t happen all at once. It arrives gradually — a promotion,
a raise, a bonus, a stronger year — often without a clear moment to pause and reassess.

And yet, one of the most common planning challenges we see isn’t earning more. It's what quietly
happens after income increases.

Lifestyle creep — the gradual expansion of spending alongside rising income — is one of the biggest
obstacles to long-term financial flexibility. It rarely feels reckless. In fact, it often feels justified.

The danger is that it can quietly lock you into higher fixed costs just as your career enters more
complex decision points.

Why Lifestyle Creep is Especially Relevant for Attorneys
Legal careers tend to follow a predictable pattern early on, and a much less predictable one later.
As income grows, so do:

1. Housing upgrades;

2. Tuition decisions;

3. Travel and lifestyle expectations; and

4. Ongoing family commitments.
At the same time, attorneys often face:

1. Partnership uncertainty;

2. Variable bonuses or draws;

3. Potential transitions in-house or into government; and

4. Concentrated firm-related income risk.

When spending rises faster than savings flexibility, optionality disappears, even at higher income
levels.

The Difference Between Enjoying Success & Diluting Progress
Lifestyle creep isn’t about never upgrading your life. It's about doing so intentionally.
A helpful framework is to separate:

e Permanent expenses (housing, tuition, debt obligations)

o Flexible upgrades (travel, discretionary spending, one-time purchases)
Permanent expenses compound. Flexible upgrades can be adjusted.

The attorneys who feel most confident financially aren’t necessarily the highest earners. They're the
ones who’ve preserved flexibility as their income grew.
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Practical Planning Considerations
When income increases, consider:

1. Increasing savings rates before expanding lifestyle;

2. Directing raises or bonuses toward long-term goals automatically;

3. Stress-testing your plan against income variability; and

4. Reassessing whether spending aligns with future career paths, not just current income.
These decisions are often easiest to make early, and hardest to unwind later.

Looking Ahead

Lifestyle creep doesn’t announce itself. It accumulates quietly over time. But with a clear framework and
intentional planning, income growth can become one of the most powerful tools for building long-term
security, flexibility, and confidence.

Thanks for reading this issue of Well Advised. As you look ahead to the year to come, we hope this
conversation around lifestyle creep provides helpful context for turning income growth into meaningful
progress, and if any of this resonates, we’re here to help.

Wishing you a happy and healthy New Year.

Adam J. Murray, CFP®, CPM®

Managing Director, Wealth Management
Financial Advisor & Family Wealth Director
The Murray Legacy Group at Morgan Stanley
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Chart of the Month: Annual Returns & Intra-Year Declines

This chart tells an important story: in nearly every year, the market experiences a pullback but that
doesn’t mean the year ends in the red. Despite average intra-year declines of more than 14%, the
S&P 500 has finished positive in 35 of the last 46 years.

S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns were positive in 35 of 46 years
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Returns are based on price index only and do not include dividends. Intra-year
drops refers to the largest peak-to-trough decline during the year. Returns shown are calendar year returns from 1980 to 2025, over which the average
annual return was 10.7%. Past performance is no guarantee of future results. Guide to the Markets — U.S. Data are as of December 31, 2025.

Explaining the Chart:

This chart shows the total price return and maximum drawdown of the S&P 500 in each year since 1980.
Despite significant intra-year declines, the S&P 500 has finished the majority of years with positive returns,
encouraging investors to stay the course.

Our Perspective:

For many attorneys, volatility feels like a reason to wait, especially when holding a large cash balance or
bonus. But history shows that downturns are a feature of the market, not a flaw. In fact, sitting on the
sidelines can be more damaging to long-term growth than investing during periods of uncertainty.

The key isn’t to avoid volatility, but to plan for it. With a solid emergency reserve, a clear view of short-term
expenses, and a long-term mindset, you can put excess cash to work with confidence, even when markets
feel uncertain.
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You Asked, We Answered

Each month the newsletter will include a reader-submitted question and our take on it. If there’s a topic
you’d like us to explore — or something you’ve been wondering about — we’d love to hear from you.

Question: “Should | be prioritizing Roth savings at my income level?”

Our Take:

For high-earning attorneys, Roth strategies are often less about immediate tax savings and more about
long-term flexibility and tax diversification.

Many attorneys naturally accumulate significant tax-deferred assets through firm retirement plans, profit-
sharing arrangements, and other mandatory deferrals. While these vehicles are valuable, they can create
future concentration — not in investments, but in future taxable income.

Roth savings introduce a different dynamic. Contributions or conversions are generally made with after-tax
dollars, but qualified withdrawals are tax-free. That flexibility can be meaningful later in your career,
particularly when coordinating:

1. Required minimum distributions;

2. Retirement cash-flow needs;

3. Charitable goals; and

4. Irregular income years or career transitions.

(This discussion is for informational purposes only and is not intended as tax advice. You should consult
your tax advisor regarding your specific situation.)

That said, Roth strategies are not an “always” or “never” decision. Their value depends on factors such as
current tax rates, expected future income, available cash flow, and how much of your balance sheet is
already tax-deferred.

In many cases, the most effective approach isn’t choosing Roth instead of other savings strategies — it's
incorporating Roth savings alongside them in a way that balances today’s taxes with tomorrow’s flexibility.

Thanks for reading this issue of Well Advised. If you'd like to submit a question for a future edition — or talk
more about anything we covered today — we’d love to hear from you. Let’s keep the conversation going.

Meet the Team

Dedicated to helping attorneys navigate each stage of their career with clarity and confidence.

-

Adam J. Murray, CFP®, CPM® Philippa J. Lumsden, CFP®
Managing Director, Wealth Management Financial Advisor, Wealth Management
Financial Advisor & Family Wealth Director Financial Planning Specialist

Direct: 610-260-7009 Direct: 610-260-7044
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Disclosures

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth
Management or its affiliates. All opinions are subject to change without notice. Neither the information provided nor
any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no
guarantee of future results.

The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization US stocks. An
investment cannot be made directly in a market index.

Morgan Stanley Smith Barney LLC offers a wide array of brokerage and advisory services to its clients, each of which
may create a different type of relationship with different obligations to you. Please visit us at
http://www.morganstanleyindividual.com or consult with your Financial Advisor to understand these differences.

Diversification does not guarantee a profit or protect against loss in a declining financial market.

A 10% penalty tax will apply on funds converted to a Roth if those funds are withdrawn before five years have elapsed
unless the owner is age 59 V2 or another exception applies.

A Roth Conversion may not be right for everyone. There are a number of factors taxpayers should consider before
converting, including (but not limited to) whether or not the cost of paying taxes today outweighs the benefit of income
tax-free Qualified Distributions in the future. Before converting, taxpayers should consult their tax and legal advisors
based on their specific facts and circumstances.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private
Wealth Advisors do not provide tax or legal advice. Individuals should consult their tax advisor for matters involving
taxation and tax planning and their attorney for matters involving trusts, estate planning, charitable giving, philanthropic
planning or other legal matters.

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their
accuracy or completeness.

Morgan Stanley Smith Barney LLC. Member SIPC.
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