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To my parents, who always said: “Money doesn’t buy happiness, but let’s find out just to be sure.”













Foreword



By David Goetsch


Writer and Executive Producer of The Big Bang Theory


Since I agreed to write this foreword, here’s what’s been going through my head:




1. I’ve never written a foreword.


2. I’m really not sure what to do.


3. Uh-oh. I’m in trouble.





As a result, here’s what I decided to do:




1. Panic (a great excuse to eat chocolate chip cookies).


2. Feel guilty and bad about myself. (In addition to being unable to write this foreword, I really regretted eating those chocolate chip cookies.)


3. Worry. Keep repeating, “Uh-oh. I’m totally in trouble.”





But wait. I just remembered something. This feeling of dread and low self-esteem? It’s familiar to me. What is this like? Oh, right. I know this feeling. It’s how I’ve felt about money for most of my life.


When I was a kid, my parents had enough money to pay the bills, but they never had any money left over. So when I became a writer on a TV show more than twenty years ago and actually had some money to spare, you know what went through my head?



1. Panic. I’ve never had any money before. I’m really not sure what to do.


2. Feel guilty and bad about myself. I’m supposed to know what to do!


3. Worry. Uh-oh. I think I’m in trouble.




And I was in trouble! I once read a study that said losing a dollar feels twice as bad as gaining a dollar.1 But I think for me it’s much more than that—I always thought losing $1 felt just as bad as making $10 felt good. I was seriously worried about the future.


I didn’t realize it at the time, but being so worried about the future, I’d chosen a really terrible profession. My first job as a writer at MTV had me pitching ideas on Thursday. Then, based on those ideas, my boss would tell me whether or not to come back on Monday. That’s a one-week contract, renewable every Friday.


Later, when I was working on 3rd Rock from the Sun, I went to an accountant for the first time. He asked what my future earnings would be. I told him, “I could rise up the ranks of the writing staff, create a hit TV show, and make millions. Or I could never work again. So let’s budget for something in between.”


That level of uncertainty made me feel hopeless. Like I couldn’t plan. So I swung between spending lots of money after a really good pitch meeting when I felt like I was going to work forever to not cashing my checks so I couldn’t buy more things after a meeting when my ideas didn’t sell. In terms of my personal finance, I was an idiot. An overeducated, very well-read idiot.


But I wasn’t alone. The more people I talked to, the more I met folks who had no real idea how to handle their money. And they were ashamed, so they didn’t talk about it.


Personal finance is not often taught in school. At Yale, I took microeconomics and macroeconomics, but neither of my famous Ivy League professors ever taught me that over the long haul, stock-picking—less fees—doesn’t outperform investing in a simple index fund. It’s Investing 101. Why didn’t they tell me that on the first day?


On the second day, why didn’t they teach me about compounding? (Kristin can explain that to you here.) If they had, they themselves would have been “compounding” the impact of their teaching.


Instead I got a job in Hollywood and feared the worst was going to happen. I read the business section to confirm my fears. And, boy, did it deliver. Something bad was always happening in the world, hinting that, eventually, something was going to upset the markets. And it would.


When the financial crisis of 2008 and ’09 hit, I was ready for the world to end. But it didn’t. So when the market bottomed out, I did, too, and I realized I needed a plan. I didn’t need to fear the future, I just needed to recognize the uncertain things I can’t control and focus on the things I can control—which are a lot of things.


On my journey, I started reading Kristin Wong’s pieces on Lifehacker. I loved how she looked at all kinds of issues and presented the rational, healthy choices for readers while appreciating that many of us are totally neurotic and feel like we’re always sitting in a bathtub of fear. Her advice is like a life preserver that you’ll really appreciate decades from now when you actually have some retirement money to pay your bills.


Dealing with your personal financial situation can feel like the end of the world, but this book shows you that it’s just the start of a new one—a world where you have a plan, where you take advantage of the things you can control and don’t get bogged down with the things that you can’t. I wish my award-winning economist professors had made this book the first piece of required reading (rather than the textbook they wrote, which cost me $100).


It’s not too late—for me, for you, or for the person you give this book to!


So in conclusion, read this book and you will:



1. No longer panic about what to do with your personal finances.


2. Not feel bad when the topic of money comes up.


3. Need to find something new to worry about. Uh-oh.















Tutorial: Why We Suck at Money (and How to Use This Book to Get Better at It)



I was told there would be presents.


It was Christmas morning, I was four years old, and the plastic tree sitting in the living room of our one-bedroom apartment looked a little thin. Television, department stores, neighborhood friends—they all made it seem like Christmas was some magical day where every kid got all the toys they wanted, no questions asked. So when I noticed nothing under our sad little tree, I looked up at my mom, who must have seen this coming, and asked, “Why didn’t Santa bring anything?”


If our lives had been a daytime TV show or a Lifetime movie, my mother’s eyes would have welled up as she searched for the right explanation. I, a small and innocent child, would have learned the holidays are not about materialism, but love, family, and counting your blessings. This tender message would be the true gift, better than any Barbie doll or My Little Pony.


My life is not a movie, though. So when I asked my mom, a resolute immigrant who had made it through a tough life, why Santa hadn’t brought the presents, she snapped, “He’s busy! You think he has time for everybody?”


Fair enough. Her explanation seemed reasonable, and I fully bought it—until later that day, when watching television, I saw someone parachute onto a football field during a game. Guess who it was?


“Busy?” I yelled. Clearly, if Santa had time to drop in on a football game, he was not busy. He was just an asshole who picked favorites.


At the time, I had no concept of money and, thus, no idea how unreasonable I was being. I had no idea how hard my single mom worked to keep me fed and clothed. She couldn’t afford child care, but I thought it was fun sneaking into her job while her coworkers took turns watching me. She couldn’t afford a bigger apartment, but I enjoyed sharing a room with her and, occasionally, even my grandma. She couldn’t afford a car, but I loved running for the bus through a field of empty beer cans and dandelions. Once, when the bus left us behind and I giggled, my mom laughed and said, “Kristin, this is not supposed to be fun.”


When she remarried, it wasn’t to an executive or lawyer or doctor. She fell in love with the guy who worked in the produce department, and then those two broke kids proceeded to raise two broke kids of their own. As I got older, I began to realize my parents had a complicated relationship with money. “Money isn’t the root of all evil,” my dad used to say. “Not having enough is.” Indeed, when you do have enough, life is simpler. You buy a car to get to work. You send your kids to day care. Santa is not an asshole. Most of us don’t want to be filthy stinking rich, we just want enough money to make life a little less complicated.


When I grew up, I wanted to get money—not just in the literal sense, but mentally as well. Yes, I knew there was more to life than money. I was grateful for friends, family, and many other blessings, but at the same time, I wanted to know what it was like to live a life where money wouldn’t hold me back or keep me from doing the things I really wanted to do.


But that’s so much easier said than done.


If the statistics are any indication, most of us aren’t great with money, but that’s putting it mildly. Most of us actually kind of suck at money. A poll conducted in 2014 showed that more than 60 percent of Americans didn’t have enough money to pay for a $500 emergency.2 Of that 60 percent, about a quarter said that they would cut back on other areas to pay for the emergency. Another quarter said they would borrow money from friends—or worse, pay for it with a credit card, a decidedly costly move considering the average household with credit card debt pays $1,300 in interest every year.3


These are just a few of many statistics you’ve undoubtedly seen in headlines over the years, and there are a few reasons that explain why they’re such unflattering illustrations of how we handle money.

1. MONEY HAS A BAD REP


First, if you’re like most people, you probably have some negative associations with money. What’s the first cliché that comes to mind when you hear the word? It’s probably something like, Money can’t buy happiness. Or Money is the root of all evil. The point is, we haven’t exactly been praising money on a philosophical level.


Most of us tend to think of money as intimidating, boring, or materialistic, and therefore, it remains taboo. It’s a lot like the creepy dude in your office who says inappropriate things and keeps asking you to join his touch football team. You know he’s there, but you really don’t want to associate with him unless you have to.


The problem is, unlike your annoying coworker, you can’t just ignore money and hope it goes away. That only makes things worse—much worse. When you ignore money, it complicates your life in innumerable ways. Terrible things can happen: your car might get repossessed, you might get evicted, you might even have to change your phone number because debt collectors won’t stop badgering you. By avoiding money, you also allow it to become your master. It compels you to stay in jobs you hate, dream about traveling instead of actually going anywhere, and limit how you live your life because you can’t afford any other option.



2. THE ECONOMY ISN’T WHAT IT USED TO BE


Let’s be real, though. Part of the reason many of us have such a hard time with money is that the economy is changing. While employment rates have steadily increased since 2014, they’re nowhere near where they were before the Great Recession4 and wage growth is slow. This leaves many economists to believe the standard nine-to-five job will gradually disappear, while workers will embrace the “gig economy,” made up of Lyft drivers, Task Rabbits, freelance creatives, and other independent contractors. Intuit estimates that by the year 2020, a whopping 40 percent of the workforce will be freelance.5 Standard perks employers once offered, like pensions, are going extinct. The working class has to fight harder just to maintain its working class status. To make matters worse, we have more responsibility than ever over our finances, from saving for retirement to paying our estimated quarterly taxes. It’s enough to make you want to drop everything, put on a Morrissey album, and take a nap—why even bother trying to get your finances in order?


Giving up, however, is the worst thing you can do. In fact, we need to confront our personal finance skills, or lack thereof, now more than ever—because there’s only so much we can do about things that are seemingly out of our control (like the economy), and that’s all the more reason to focus on what we can control in order to fight a changing job market and empower ourselves financially.


3. MONEY ISN’T REALLY ABOUT MATH


However, it’s not just a complicated mind-set and a changing economy that hold us back. Many of us simply don’t understand how money works in the first place. You probably never learned about it in school. Your parents might be just as clueless about money as you are. And, more important, even if you do understand the basic math and rules behind personal finance, that doesn’t guarantee your success with it, because personal finance has more to do with behavior than anything else. Sure, a math teacher can show you how to crunch some numbers and draft a budget, but who teaches you how to actually stick with that budget? I don’t know about you, but when my favorite store has a sale, budget math is not at the forefront of my mind.


If you’re bad with money, take solace in the fact that you’re not stupid, you’re just human. While this book will teach you the basics of financial literacy, it also focuses on what actually makes a difference: your own habits and behaviors.


Money determines where you live, what you eat, how often you see your friends, where you go to college. We often don’t fully live the way we want because we’re too busy struggling to live the life we can afford. That’s where personal finance comes in. Contrary to popular belief, personal finance isn’t about being frugal or chasing money. In fact, I’d argue it’s not about money at all. It’s about not letting money get in the way of the many things you want to do, accomplish, and experience.


PERSONAL FINANCE AS A GAME


I remember the day my little brother, Draden, was born. I was elated—because I finally had someone to split the yard work with.


My least favorite yard chore, hands down, was picking weeds. The heat, the bugs, the prickly leaves: all of it was a nightmare to me. Naturally, when Draden was old enough, I outsourced this job to him. But I had to be smart about it. It’s not easy to convince a five-year-old to pick weeds, after all. My solution?


“We’re going to play a game,” I told him. He hopped up and down and clapped. “You see these little flowers in the yard? For every flower you pick for me, I will give you one point. If you get the root of the flower, like this”—I held up a little dandelion, wiry strings dangling from its bottom—“you get two points.”


Draden threw on his Barney sneakers, bolted into the yard, and grabbed at weeds left and right. He really wanted to win this game. What an adorable dummy, I thought, observing from inside with the air-conditioning and a can of Dr Pepper.


Child labor issues aside, there is something beautiful about this kind of manipulation. My brother was obsessed with this mundane chore all because he thought it was a game. Not long ago, I reminded my now twenty-five-year-old brother about this.


“Whatever.” He laughed. “I had fun.”


And that’s just it. Picking weeds was still picking weeds, but in his eyes, it was fun. Fun is a powerful, motivating concept we tend to underestimate, and it’s what gamification is all about.


Gamification is a strategy often used in business; it employs gaming elements to make boring tasks a little more engaging, motivating, and, ultimately, fun.


Typically, getting out of debt is about as much fun as picking weeds for someone. The difference is, when you accomplish the former, you get to reap the reward. When you pay off your debt, you have made progress for yourself, not your lazy older sister.


Whether you realize it or not, you’ve been exposed to gamification. McDonald’s gamifies the purchase of their food, for example, with their annual Monopoly sweepstakes. They reward you for your purchases with stickers, which make you want to keep playing the game so you can collect even more stickers and possibly earn an even bigger reward. Habitica is another example of gamification. It’s a habit-tracking app that turns your goal into a role-playing game in which you’re the main character (you even get to design your avatar). Your tasks, daily activities, and habits become monsters. Complete the task and you beat the monster, get rewarded, and move forward in the game.


Gamification doesn’t have to be that literal, though. Some companies and websites use one or two simple elements to motivate users without turning their entire platform into a game. For example, Mint, an online budgeting tool, uses a progress bar to help users track goals. When you’re on track with your goal, the bar turns green. When you’re behind, it’s red. This helps you visualize your progress, giving you a subtle but significant sense of mastery over your goal.


Some people have criticized gamification as a mindless, gimmicky marketing tool that’s all about points, rewards, and leaderboards, but when you really dive into it, gamification has more to do with psychology. The elements of gamification, when implemented correctly, encourage your brain to release the pleasure chemical dopamine, and research shows that dopamine is a strong regulator of motivation.6 When you feel good, you want to keep going, even when the task is boring. Just ask Draden.


In short, gamification is all about motivating users, customers, readers, and players to take action. And both motivation and gamification come down to a few basic concepts7:




Autonomy: When you feel like you’re in charge and you have the ability to make your own individual choices, you develop a strong sense of control. That sense of control motivates you to stick with your goals. For example, when you choose to save $10 a day, then later realize you’ve saved $100, you feel good about your choice and you want to keep going.


Value: You’re also more likely to stick with your goal when you actually care about it. This is why, when it comes to money, it’s crucial to see money as a tool for accomplishing something that actually matters to you. Don’t just budget because it’s the responsible, grown-up thing to do. Budget because you want to take that dream vacation to New Zealand. That’s a lot more valuable to you.


Competence: When you’re challenged and see yourself making progress with those challenges, you feel accomplished. Your hard work is paying off, and that motivates you to keep moving forward. It’s challenging to save $10 a day, but you did it, and not only are you confident in your choice, you’re also empowered by your competence and excited about reaching a meaningful goal—a perfect recipe for motivation.





At this point, you might be wondering why on earth we’re talking about gamification and motivation in a book that’s supposed to be about money. Well, there’s a strong connection between personal finance and gamification. But before I get into that, let me tell you about who I am and how I started writing about this stuff. Back in 2012, I began writing essays about money for a website called Get Rich Slowly. I wrote about everything from my struggle to save money to my experience investing for the first time. I would learn something new about money, break it down, then write about it so regular people like me could understand it, too. Other websites and outlets, from Lifehacker to Mental Floss to NBC News, started asking me to write about money for them, too, because they liked the way I broke down complicated concepts and made them easy for readers to understand.


After writing about money professionally for five years and, more important, struggling with it personally my entire life, I came to the realization that being awesome at money simply means feeling like you have control over it. When you feel like you have control, interesting things happen: You’re motivated to pay off your debt, stick to a budget, and save for the future.


I know a lot about money, and I think you should, too, which is why I wrote this book. I wanted to document everything I’ve learned about money, but I knew it wasn’t enough to just share the information or even simplify it. So I thought about my own experience with money and how mastering it really had to do with “small wins”—gradual accomplishments that made me feel in control and actually made personal finance fun. Being good with money basically comes down to understanding and working with your own human behavior. In other words, it’s about thinking about money differently—hacking your brain, so to speak (which sounds really messy, but you know what I mean). And that’s what gamification is all about: leveraging human behavior to reach a desired outcome.


This book gamifies personal finance so that you’re motivated to take control of your money. With that in mind, I also divided the information into three stages (because money mastery doesn’t happen overnight).


Stage One covers the basics. You’ll power up your personal finance knowledge by learning how to automate your frugality so you can save money without wasting your time. You’ll conduct a bill audit to stop overpaying for basic living expenses. You’ll learn to talk about money in your relationships. Finally, you’ll build a better budget and learn why your current one doesn’t work.


Stage Two optimizes your plan. Once you know the basics, you’ll learn how to improve your finances even more, so that your financial system works like a well-oiled machine. You’ll learn how to pick the best bank, supercharge your debt payoff, and improve your credit.


Stage Three teaches you to be awesome at money. After you learn the basics and optimize your financial plan, I’ll show you how to stick to that plan. You’ll learn how to start investing, how to make more mindful spending decisions, how to negotiate, and how to stick with your goals to reach financial security.


Most books have chapters, but being more action-oriented, this book has “levels” that you must “beat.” Each level includes actionable steps you can take to move forward with the information you learn. You’ll follow scripts for lowering your bills, complete a few exercises to troubleshoot your budget, and learn a few hacks for getting out of debt faster.


This book is also interactive. Go ahead: bend it, fold it, dog-ear it. It’s yours! It includes exercises, too. I’ll ask you about some of your own experiences, opinions, and thoughts on money—there’s no need to find a separate sheet of paper. You can write your answers directly in this book. A few other interactive elements you can expect include:




Money challenges: Some chapters will include specific money challenges you can take to boost your goals in that chapter.


Assignments: These won’t give you high school flashbacks, I promise. To help you explore certain money concepts, you’ll complete quick assignments directly in the book.


Interviews with experts: You’ll also find interviews with a number of personal finance and behavioral experts throughout the book. The “Pro Talk” features in the book include more in-depth insight from these experts so you can gain an even more well-rounded understanding of how money works.


You can take your experience online, too! At www.TheGetMoneyBook.com, you’ll find assignments and worksheets you can print out, video tutorials to help guide you through tasks, and more. I’ll let you know when to visit the website throughout the book.





By the end of it all, you’ll no longer think of money as scary, taboo, or synonymous with greed. In fact, you’ll learn how to finally master your money, instead of the other way around. It’s my hope that this book will help you take control of money and see it for what it really is: a tool you can use to be more independent, create more options for yourself, and accomplish the goals that matter to you most.


Simply put: this book is less about money and more about you. So let’s get started!















STAGE I



POWER UP


Welcome to Stage One! You’re about to learn the very basics of how to start managing your money. Pfft, I already know how to budget and save, you might be thinking. Budgeting and saving seem like really simple, no-brainer concepts, but most of us approach these fundamentals all wrong. Many of our mistakes with money are due to the fact that we don’t feel in control of it. In this section, you’ll learn how to master the basics of money the right way so you can develop habits you’ll actually stick with. Here are some of the tasks you’ll complete in this stage:




[image: image] Come up with long-term and short-term goals for your money.


[image: image] Start saving for an emergency, depending on your income.


[image: image] Learn to be frugal without wasting your time.


[image: image] Build a budget that actually works.


[image: image] Break the “money taboo” and learn to talk money.




You’re one page away from finally doing this money thing. So what are you waiting for? Turn the page, already!















LEVEL ONE



Define Your Mission, Choose to Accept It


Every book has a theme, and this book’s theme is obviously money, right? Wrong! Okay, not completely wrong. You probably found this in the personal finance section, after all, and the subject certainly is money. However, the theme of this book, the central idea that drives everything else included in it, is, ultimately, YOU and your goals.


In other words, why do you want to be good with money? It seems like a pretty dumb question, but having a clear answer will make your experience with this book much more successful. Most of us don’t bother asking this question. As a result, we’re stuck in what I like to call the “Oh Shit Cycle.”


HOW THE OH SHIT CYCLE WORKS


In the Oh Shit Cycle, you look at your bank account one day and realize you barely have enough to cover rent this week. Oh shit! you think. How did this happen? Then you remember all the little things you spent money on since your last paycheck: lunch with your coworkers, the cover charge to see your friend’s last-minute gig. You get spending flashbacks, then start blaming and cursing yourself. Shaking your fists at the sky, you howl, “I should’ve never ordered extra guac!” You vow to get your finances in order. You can’t keep living like this.


That’s how the first half of the Oh Shit Cycle usually plays out. During the second half, you stop spending so much money. You budget. You decide to finally work on being a responsible adult, because that’ll fix everything, right?


But somehow, it doesn’t. Inevitably, you fall back into the same trap. For me, this always happened on payday. I would somehow forget about that responsible adult ideal and instead think, I’m rich again! Then all the “grown-up” stuff would go out the window.






[image: image]







When you have a purpose for your money, this cycle doesn’t exist. Instead of managing your money aimlessly, you manage it in order to reach your goal, whether it’s traveling to a different country, moving out of your parents’ house, finding a better job, or just making sure your family feels secure. If you want to break the Oh Shit Cycle, your money needs a purpose. Managing your money is immensely easier when you figure out why you want to manage it in the first place.



THE POWER OF MONEY WITH A PURPOSE


When I graduated college, I wanted to travel. Specifically, I dreamed of visiting England, Greece, and Italy. But I knew I would need to pay off my $12,000 of student loan debt (though that’s nothing compared to what some recent grads have to contend with), and save up around $4,000. This was an overwhelming thought, but my desire to see the world outside of my bubble was even more overwhelming. I had a specific goal: I knew how much I needed to pay off and save. It was also a meaningful goal. Growing up in a small town in Texas, I had rarely been outside the state, and I sure as hell hadn’t ever been to Europe, so the idea was mind-blowingly exciting for me. British accents! The Pantheon! Pizza!


Normally, paying off $12,000 and saving up another $4,000 would seem like a pipe dream. The thing is, though, money was not on my mind. I was completely absorbed with the prospect of traveling. This was not some boring financial goal—this was bucket-list material, something I wanted to do while I was young and carefree. I also knew I couldn’t be completely carefree if I had a $12,000 student loan to think about. I wanted to travel without having to think twice about stopping in a fancy Italian restaurant for a €35 dinner. I wanted to devour my gnocchi and Peroni without the guilt.


In other words, I was on a mission, and I was dead set on doing everything I could to make it happen. I rarely went out with friends. I took on a side hustle flipping thrift store finds. I worked overtime every chance I got. There was no Oh Shit Cycle because my mission dictated every habit and decision. On payday, I was excited to put money toward my goal. When I resisted the urge to spend, I was excited to put money toward my goal. When I got a tax refund, I was excited to put money toward my goal.


In a few years, I paid off my loan, saved up for my trip, and got to experience British accents, the Pantheon, and pizza. It was incredible… but after that I had no direction. My goal was complete, and I didn’t bother creating a new one, so I went back to saving and spending aimlessly. Often, I’d find myself in the Oh Shit Cycle. I went from a huge financial win to living paycheck to paycheck. I wasn’t making less money, I wasn’t spending more on rent—I just didn’t have a mission.


The secret to successfully managing your money long term is to think of money as a tool to support what matters to you, then give your money an actionable mission. Don’t be afraid to think big, either. An epic trip to Europe might seem unrealistic, but you’d be surprised at how much more attainable it becomes when you break down that goal and make it SMART.







[image: image]


PRO TALK: Holly Hanson, Certified Financial Planner®



WHAT’S THE FIRST THING YOU DISCUSS WITH A CLIENT?


Getting clear on a client’s goals and values is of utmost importance. You tie in their emotional needs to their financial goals, which keeps them invested long term. We are all very different, and there is not a cookie-cutter approach that covers everyone. Each person or couple needs to prioritize their goals in order of importance and stick to funding those in that order. For instance, you may have a couple for whom buying a home is a number one priority and another couple who want to fund their child’s college costs or many of the other areas that come up in financial planning. If they know what these are, we can help steer them back to that in important times, such as when they think they want to buy a new car but their car is running perfectly and the house has not been bought yet, for instance.








THE SMART GOAL CRITERIA


Productivity experts, businesses, and entrepreneurs often set goals using something called the SMART method. The SMART criteria were first introduced in a business magazine in 1981,8 but there have since been a number of interpretations of it. In terms of setting individual goals (rather than corporate ones), here’s what the acronym means:




Specific: What are the details about the goal?


Measurable: What is the metric for measuring success?


Achievable: Is the goal realistic?


Relevant: Does the goal matter to you?


Time-based: When will you complete it? When will you reach specific milestones?





Each of these factors helps you plan and organize the logistics of how your goal will be accomplished.


A friend once complained to me that because he didn’t really have anything to save money for, his spending was out of control. Being a money geek, I naturally asked, “Well, what would you want to do if you had the money?” He shrugged and answered, “A two-week trip to somewhere in Europe would be awesome.” After taking my own trip, I knew flights, lodging, and other expenses would probably cost around $3,500.


“Could you afford that?” I asked.


He laughed. “Hell no.”


It did seem like a crazy amount. But just for nerdy fun, we broke it down using the SMART method.




Specific: What are the details about the goal? I want to save up $3,500 for an epic Eurotrip, my friend said.


Measurable: What is the metric for measuring success? The amount of money in my savings account.


Achievable: Is the goal realistic? Right now, I can afford to save about $200 a month after paying my bills and contributing to a 401(k).


Relevant: Does the goal matter to you? Sure, I’ve never really taken a vacation and I’ve never been to Europe.


Time-based: When will you complete it? At $200 a month, I’ll be able to save up in a year and a half.





“Oh, snap.” My friend laughed. “Yeah, I guess it’s more doable than I thought. Now I need to figure out how much vacation time I have.” Just like that, he turned a seemingly unrealistic goal into an actionable, smart one. A year and a half is a long time for this mission, but he could look at it this way: He had a year and a half to look forward to an amazing trip.


If it’s going to take a while to reach your goal, break it into even smaller chunks. Instead of saving $200 a month, focus on $50 a week. It’s probably easier to plot how you’ll save $50 every week than it is $200 every month. Plus, you don’t have to wait until the end of the month to pat yourself on the back. You get to feel like you’ve made progress every single week.


Right now, you may already know your mission. If so, skip to the end of this level and write it down. If not, don’t worry—you can figure it out in the next three steps.


Step One: Define What You Care About


Defining your mission isn’t always as easy as it sounds. You might not really know why you want to get your finances in order. You just know you’re tired of the Oh Shit Cycle.




Warning: We’re about to get in touch with our feelings. This means we’re going to talk about the stuff that really matters: your core values in life. Because if you don’t know what matters to you in the first place, you’re going to have a hard time figuring out how to make money work to your advantage.





Your core values are the principles and ideals that matter most to you in life. One of my core values has always been a fulfilling career, which is why, after my trip to Europe, my new goal became saving up for a major career switch (I left my technical writing job in Houston to move to Los Angeles and write for television). Your core values might be family, community, charity, or adventure.


To define your own values, take a minute to answer the following questions. You can also find this worksheet at www.TheGetMoneyBook.com.


What are a few of your happiest memories?


 


What accomplishments are you most proud of?


 


When do you feel most like yourself?


 


What’s the biggest challenge you’re facing right now?


 


In a sentence, write down an affirmation that would help you overcome that challenge.


 


Chances are, you’ll notice a few common themes in each of these answers, and your goals will emerge organically as you complete each exercise. If one of your happiest memories is camping with your friends and one of your biggest accomplishments is running a marathon, you probably value things like friendship and adventure. You’ll do well to come up with a mission that supports these values, like saving for a big trip with your besties. When you know what you value, you give your money (and everything else, really) some direction.


With these values in mind, list a few things you would like to do with your money. Again, don’t be afraid to think big. We’ll break it all down later.


 





ASSIGNMENT: Write Your “Dream Bio”


Still can’t define your mission? Here’s what personal finance expert and author Stefanie O’Connell recommends:


“I write what I like to call my ‘dream bio,’ which is basically the vision of my ideal life, big and bold. I have it printed out and sitting above my desk so I can stare my ‘why’ in the face each day. I also like to rewrite it often, which is where I think a lot of people get tripped up. They hold on to a vision of their why that’s outdated and doesn’t take into account new priorities and goals.”


 





Step Two: Make Your Goal Matter


You likely already have some financial goals floating around in your head. Goals are great, but we usually set them in a vague, boring way. Think about the last New Year’s resolution you made. It was probably something like exercise more, read more, or get out of debt. These are all great goals, but they’re also so flipping boring. Those goals say nothing about what you’re getting out of the deal, what you’re actually accomplishing. Who wants to stick to a boring goal? Compare those cookie-cutter resolutions to these specific goals:




[image: image] Exercise more so I can drink beer and eat Buffalo wings without feeling super guilty (or super bloated).


[image: image] Read more articles in the New York Times so I can have meaningful conversations with my coworkers instead of just smiling and nodding.


[image: image] Get out of debt so I can free up more money to move out of my cramped and roach-infested studio apartment.




These goals are so much more exciting. Beer! Cool conversations! No roaches! It sounds like a party, and it sounds like a goal I actually want to accomplish. When your goal offers some value or meaning, it doesn’t just make it more exciting, it reinforces your sense of control over the situation. Reframing it this way might seem silly, but research shows that people are motivated most when they expect to succeed and when they truly value the outcome.9 The more you can harness your motivation, the more likely you are to succeed.




Vague, Boring Goal: I want to get out of student loan debt because debt is bad.


Meaningful Goal: I want to pay off my student loan so I can upgrade from my studio apartment to a one bedroom.


Vague, Boring Goal: I want to save money so I can retire someday.


Meaningful Goal: I want to max out my retirement contributions every year and move to Costa Rica when I’m sixty-five.


Vague, Boring Goal: I want to pay off my credit card debt because the interest is killing me.


Meaningful Goal: I want to pay off my credit card debt so I can put the money toward an epic and much-needed vacation.





 


You might be thinking, This is all easy to talk about when you’re not broke and struggling to make ends meet, and you’re right. As someone who’s been there, just about everything is easier when you’re not broke and struggling to make ends meet. It’s one thing to live paycheck to paycheck because you spend like crazy; it’s another to live paycheck to paycheck because you just don’t make that much money. This is when you need a mission more than ever, though. A mission will help you stay motivated to break out of that cycle because you now have something positive to work toward beyond simply keeping your head above water. A mission will also help you assert a sense of control over your situation because you’re not just trying to survive until the next paycheck, you’re doing something good for yourself. Try to envision a life beyond the paycheck-to-paycheck cycle. What does it look like? It might involve giving your kids the chance to go to college, or moving your family to a better neighborhood, or buying a car so you can get to work more easily.


With all this in mind, what is your long-term mission for your finances?


 


Step Three: SMARTify Your Goal


Now that you know what you want to do with your money and why you want to do it, it’s time to come up with a plan. We’re motivated to stick with goals when we find them meaningful, but we’re also motivated when we expect there’s a chance we’ll succeed with those goals. Ask most people in student loan debt if they expect to succeed in paying it off any time soon, and you’re likely to get a big laugh in response.


The trick to reaching big goals is to break them down into smaller ones. There’s a saying that goes, How do you eat an elephant? One bite at a time. It’s an odd (and slightly disturbing) metaphor, but it’s what the SMART criteria is all about: breaking down your goal so you can digest it. Try it yourself. Going back to the money goal you wrote down in Step Two, let’s SMARTify your goal.


Specific: What are the details about the goal?


 


Measurable: What is the metric for measuring success?


 


Achievable: Is the goal realistic?


 


Relevant: Does the goal matter to you?


 


Time-based: When will you complete it? When will you reach specific milestones?


 


Once you’ve answered each of those five questions, you should have turned your goal into a full-fledged mission. Yes, your mission might require paying off debt before you can do what you really want to do, whether it’s save for a home or move to a better place. Your mission might take time, too, which is why it’s important to break it down into smaller milestones. Still, that big picture can be daunting, so remember: missions aren’t easy. They take hard work, grit, and thinking outside the box, which is what the rest of this book is for. For now, though, you know what you’re working toward and, more important, why you’re working toward it.




BONUS ASSIGNMENT: How Much Do You Think You Spend on the Following?


Here are some common categories people spend money on. Estimate your own monthly spending in each area. No need to do anything else, just guess. We’ll come back to this later.




Restaurants: $________________


Amazon.com purchases: $________________


Clothing: $________________


Home goods: $________________







[image: image] One level down—not so bad, right? By defining your mission, you’ve given your money, and this book, a purpose, which will make it much easier to get through every other level. Some bonus tips for sticking with your goal:




[image: image] Write it down on a piece of paper and tape it to your credit or debit card. That way, every time you spend money, you’ll be reminded of your goal.


[image: image] Confide in a friend. Tell them about your goal and ask them to check in with you every few months.


[image: image] Or check in with yourself! Use a tool like SendRecurring.com to send yourself e-mails from the future reminding yourself to stay on track.

















LEVEL TWO



Power Up with an “Oh, Crap, I Didn’t See That Coming” Fund


You know the feeling. Rent is almost due and your bills are almost due, but you have a paycheck coming right before all these payments are scheduled. Everything looks okay. For this month, at least, you can rest easy, because it looks like everything is going to work out just fine.


And then your car dies.


Oh, crap, you think. I didn’t see that coming. Now what? We’ve all been there, which is why we all need an Oh Crap Fund, better known as an emergency fund. An emergency fund is a stash of cash you keep on hand in case of (you guessed it) an emergency: your car breaks down, your cat needs surgery, you need surgery. In case of the worst, the emergency fund keeps you from destroying your budget, stressing over money, and derailing your financial goals.


Oh yeah? you might be thinking. You want me to save extra cash for an emergency? Sure! While I’m at it, let me just pull some cash out of the air and put it in my unicorn fund, too.


The problem with generic money advice like “save for an emergency” is that money is a limited resource for most of us. For some of us, it’s an incredibly limited resource. The idea of keeping extra cash on hand seems almost like a luxury. It’s money, and it’s just sitting there! You could use it for so many other things you want and need: new furniture, a trip to Venice, or, I don’t know, rent? An emergency fund seems like something only wealthy people can afford, but ironically, when you’re struggling to make ends meet, you need an emergency fund more than anyone else.


HOW YOUR EMERGENCY FUND GIVES YOU POWER


As unnecessary and as much like overkill as it may seem, an emergency fund is a crucial first step toward getting your money in order for one simple reason: it empowers you. When you take the time to build this safety net, you flip the script. Instead of the broke, always-struggling-to-get-by financial stereotype you’re used to living, you’re now prepared, secure, and one step closer to being in control of your financial situation. You start to look at money differently, too. Instead of being derailed by a setback, you’re now in charge, and that feeling of empowerment will give you the motivation to keep working toward your goal. It’s a complete mind-set shift. And when it comes to personal finance, mind-set is everything.




How Much Did Your Last Three Emergencies Cost?


Still not convinced you need an emergency fund? Take a minute to think about the last three financial emergencies you encountered and answer a few questions: How much did it cost? How did you take care of it?


Emergency #1:


Emergency #2:


Emergency #3:


 





When I had student loan debt, I thought the idea of an emergency fund was completely ridiculous. Again, why bother saving money when I was in debt? It seemed counterproductive and pointless. And then, just like the aforementioned example, my car broke down. With limited options, I decided to pay for the repairs with a credit card and pay off the debt later. As a result, I racked up a bunch of interest, struggled to make my student loan minimum payment, and, eventually, had to move back into my childhood home. It’s hard to feel like you have power over anything when you’re juggling multiple debts and living in a room with a Jonathan Taylor Thomas poster your twelve-year-old self taped to the door.


An Oh Crap Fund completely changed my relationship with money. Yes, it took some time to build. But once I had that safety net in place, a huge amount of stress and fear I had about my finances disappeared. When an emergency popped up, I no longer had to make desperate, bad decisions that put me in vulnerable positions. I had a cushion, a buffer between my own money situation and financial distress.


Speaking of empowerment, an emergency fund also gives you the power to do things you might be afraid of doing. Let’s say you have the world’s worst job and you’d really like to quit, but you don’t want to risk being unemployed because you have no idea how you would make ends meet if you couldn’t find something else soon.


With an emergency fund, that risk becomes slightly less risky. You might still be afraid to take the leap, but now you have less reason to be afraid. Emergency funds work with your psychology rather than against it, and personal finance isn’t just about math, it’s about making the math work for you.





[image: image]


PRO TALK: Paulette Perhach, author of The F*ck Off Fund





HOW DOES AN EMERGENCY FUND GIVE YOU POWER?


I grew up broke, so I never really felt the power of having extra money when you need it. Broke people live in the constant flush between stuck and splurge.


Now that I’ve saved a few thousand dollars, I understand the immense relief of having it just in case. Money solves problems a thousand different ways. If you’re emergency-level overbooked, you can buy more time by hiring someone to offload tasks to. If a member of your family across the country has a crisis, you can buy proximity by getting a flight that day. If a tree falls on your house, you can buy space in a hotel.


You can flip it around to opportunity as well. Maybe you get your dream job offer, but you need clothes for the interview or equipment to accept a gig. You can buy the freedom to take advantage of opportunities that may never come around again.


You don’t know what you need an emergency fund for until the emergency comes up. I think that’s why we humans are bad at saving them. They’re abstract. By the time they become visceral and immediate, it’s too late.








HOW BIG SHOULD YOUR FUND BE?


Now that you know what an emergency fund can do for you, it’s time to talk numbers. Exactly how much do you need in this fund?


Most personal finance experts recommend a whopping three to six months’ worth of basic living expenses. The reasoning is that, in the worst-case scenario—let’s say you lose your job—you’ll be able to pay your bills for the next several months. But if you’re struggling to make ends meet, six months’ worth of expenses puts you back in unicorn territory. When you can barely make ends meet, saving $10,000 probably seems right up there with visiting Narnia or meeting Frank Sinatra. You simply don’t see how it’s possible, and it seems pointless to even try.


So forget that guideline and start with a smaller goal instead. When I finally decided to start saving for an emergency, my goal was nowhere near six months’ worth of expenses (or even three). I just wanted to save $1,000. If, for you, that still seems insurmountable, you could start even smaller. Make it your goal to save $500. Or $200. Even a hundred bucks can make a big difference in an emergency, and you can likely reach this goal in a reasonable amount of time. Sure, you’ll eventually want to build a bigger cushion so you can cover a long-term emergency, like a job loss, but for now, start small.


Once you have a goal in mind, break it up even more. Focus on saving even smaller amounts, like $40 a week. After all, $40 is lot more digestible than $400 and a hell of a lot easier than saving $4,000. But at the rate of a mere $40 a week, you’ll have almost $350 saved in two months. That’s not bad. From there, $500 doesn’t seem nearly as overwhelming as it does when you’re starting from zero.
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