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Introduction


YOUR MONEY CONNECTIONS


The novel Robinson Crusoe tells a story like something out of today’s reality TV. The hero is the sole survivor of a shipwreck near the shores of a desert island. He must figure out how to stay alive on the island until he is rescued – which may take months or years.


Fortunately, Crusoe is able to salvage a number of useful items from the ship before it sinks to the ocean bottom: some tools, a couple of guns, even a little food and drink. All are important in helping Crusoe survive. But one item that he discovers on the wrecked ship is totally useless to him: a stash of money.


Back in the real world, it’s hard to imagine surviving without money. We devote countless hours and enormous energy to earning it, saving it, protecting it, investing it, and spending it. Yet to Robinson Crusoe it is meaningless. Why? Because he is alone. Without other people to give it value, money is just so much worthless paper. Only human relationships give meaning to money.


Think about the many things that money represents in your own life. These might include some of the following:


• Money is a reward for the time and energy you devote to work.


• Money symbolizes security – your ability to live without worrying about the future.


• Money brings freedom – the opportunity to enjoy the good things of life.


• Money provides a sense of status and wins you respect in society.


• Money opens doors to education, travel, and new experiences.


• Money helps family members nurture and care for one another.


• Money lets you support worthwhile causes that enrich your life.


All these functions of money – and the list I’ve offered only scratches the surface – are based on human relationships. Money looms so large in our inner lives because it plays such a powerful role in our relationships. Marriage and other loving partnerships involve shared economic goals and obligations. Parenthood involves a financial commitment to support and protect the younger generation. Your connection with the workplace begins with money. Even your relationships with brothers, sisters, friends, and neighbours have a financial element – as you know if you’ve ever quarrelled over an inheritance or felt embarrassed about the size of your income in a social setting.


As a result, money is deeply intertwined with our emotional lives. When your finances are out of control, it’s likely that your personal relationships will suffer, starting with your spouse and your family and spiralling outwards. And when your relationships are deeply flawed – for example, when you can’t talk honestly with the people you love about your dreams, hopes, and fears – it’s likely that your financial management will suffer as well.


So fixing your personal money problems requires more than a knowledge of basic financial information (such as how to open a current account or how to choose a mortgage). Those kinds of facts are important. But they only address one of the three major elements in your money personality – your mind. Equally important are the other two elements – your heart and your soul.


Your heart controls your connections to other people. Parents, children, siblings, spouses, lovers, friends, bosses, colleagues, neighbours, rivals – all are connected to you through emotional ties: love, desire, admiration, fear, respect, disdain, approval, hatred, acceptance, and more. Your attitudes towards money and the ways in which you use (and misuse) money influence and are influenced by these connections.


Your soul controls your connection to your deepest self and your most profound aspirations. Perhaps you believe in God or in some higher power that created and rules the world. Perhaps you are not religious, but are driven by a desire to live an ethical, moral life or to seek a deeper truth that gives meaning to human existence. Or perhaps you simply hope, at the end of your days, to be able to look back with satisfaction and feel you have lived life to the fullest. Your soul rules all these aspects of life. And yes, your relationship to money has a significant impact on this connection as well.


In this book, we’ll examine your nine most crucial money connections:


• Your money and yourself.


• Your money and your parents.


• Your money and your siblings.


• Your money and your career.


• Your money and your peers.


• Your money and your partner.


• Your money and your children.


• Your money and your retirement.


• Your money and the end of life.


Each chapter begins with a quiz, titled ‘Test Yourself’, that gives you an opportunity to consider some of the important questions and challenges posed by a particular relationship. You’ll find that certain money connections are more problematic for you than others. The quizzes will help you quickly focus on those connections that deserve your greatest attention.


Each chapter ends with a list of ‘Take-Aways’ – bite-sized summaries of the most essential lessons taught in that chapter. You’ll find these Take-Aways a handy way to review and remind yourself of the best ways to strengthen and improve your own money connections.


Along the way, I’ll recount many stories of people I’ve met and worked with over the years – men and women, single and married, young and old, rich, poor, and in between – in connection with my television programmes and in other ways. I call these ‘True-Life Tales’, and each chapter includes several. (The names and details of their lives have been altered out of respect for their privacy, though the essential stories and the lessons they teach remain intact. Any resemblance to an actual individual is purely coincidental.) You’re almost certain to find your own circumstances reflected in some of these stories – perhaps in many of them.


When one of these True-Life Tales elicits a shiver of recognition – ‘Oh my goodness! That’s me he’s talking about!’ – pay close attention to the lesson it teaches. Chances are good that you can benefit from it personally.


And if a particular tale irritates or troubles you for some unknown reason, pay attention to that one, too. It may well be that the story deals with a theme or an emotion that hits just a little too close to home. Perhaps you recognize yourself in the story, even though you may be too uncomfortable to admit it.


Let me close with a story drawn from my experience in creating my television series Your Money or Your Life. During the filming, I met a lovely lady who was far too generous with her children – especially after they’d grown up. Eventually she found herself in serious financial trouble, yet she couldn’t talk about her problems with her adult children. She even borrowed money she couldn’t afford to repay so that she could buy Christmas gifts for her children and grandchildren. It was an understandable emotional gesture – though not a rational one.


I spent time with this lady and, through conversation and mutual story-telling, she came to see the mistakes she was making and how to correct the situation. She was grateful. But when our session was over, she shook my hand and said, with a sly grin, ‘You know, Alvin, if I ever come into some money again, I’ll probably do exactly the same things – and get into the same mess again.’


We both laughed. That’s human nature, in a nutshell. But does that mean there’s no point in trying to shape our behaviours for greater success and happiness in life? I don’t believe that. I’m an optimist, one with (almost) infinite faith in the power of human beings to grow, change, and learn. I hope the stories and lessons in the pages of this book will help you develop a deeper level insight into your own money personality and help you achieve a greater and more lasting degree of financial happiness.


Alvin Hall


New York and London


July 2005
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MONEY AND YOURSELF



TEST YOURSELF. Is the relationship between yourself and money a healthy one, or is it a potential source of trouble? To find out, answer the questions below – and be honest!





	Yes
	No
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	1. Can you describe, with reasonable accuracy, the things you spent money on last month?
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	2. Can you list all your major sources of income for the last year?
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	3. Can you name your main spending habits, good and bad?
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	4. Do you know how much money you would need in the bank to support yourself comfortably for the rest of your life?
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	5. Do you know what you would do in response to a major financial setback, such as being made redundant or suffering a serious illness?
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	6. Can you describe your money personality, including your strengths and weaknesses as a money manager?
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	7. Do you have a realistic sense of your current financial situation?
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	8. Do you have control over the impulses that drive you to spend money?
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	9. Are you in control of your personal finances rather than relying on someone else to support you and make major money decisions?
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	10. Are you able to enjoy spending money without over-indulging yourself?
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	11. Are you able to control your fears and anxieties concerning money?
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	12. Can you state accurately the amount of debt you carry?
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	13. Can you state accurately the amount of money you have in your savings account?







HOW DO YOU SCORE? There are no passing or failing grades on this quiz (or on any quiz in this book). But every No answer indicates an area you need to focus on in getting your financial relationships in order. For advice and guidance you’ll find helpful, read on . . .


Know Yourself


As a financial educator and the author of several personal finance books, I’ve learned that everyone needs to develop his or her own style of financial management. My way of earning, saving, spending, and investing money won’t necessarily work for you – and vice versa. The first step is being comfortable in your own skin: knowing and accepting who you are, what you want, and what money means to you.


Success with money isn’t a matter of having a big bank account (although of course that doesn’t hurt). The real key is your attitude towards yourself and towards the money you have. The wisdom of ancient philosophy – ‘Know thyself’ – remains as powerful today as ever. It’s at the heart of being a smart money manager. And although it sounds simple, even obvious, ‘knowing thyself’ can be surprisingly difficult to achieve.


Getting To Know You


Here are eight specific exercises you can use that will help you get to know your own money habits and tendencies better. You don’t necessarily have to carry out all eight exercises – instead, you can pick the two or three that seem most relevant to you, and see what they can teach you.



1. Keep a diary of your spending and the emotions that go with it. Buy a little notebook especially for the purpose, and carry it with you wherever you go for a month. During that time, write down everything you buy, no matter how big or how small. List each purchase and its price. Include items for which you pay cash (like your morning coffee and newspaper) and items you buy with a cheque or a credit card (like a new CD or a piece of furniture).


At the end of the day, take a moment to add a brief note describing how you feel about that day’s spending. Do you feel joy? Guilt? Regret? Disappointment? Contentment? What you write will vary from day to day, of course. One day you might write: ‘I’m so excited about the new shoes I bought today. They’ll go perfectly with the outfit I’m wearing tomorrow. I can’t wait to see what my friends in the office say!’ Another day you might write: ‘I feel bad about spending so much money on snacks and drinks at the pub tonight. I really meant to save that cash for the weekend. Hope I can do better tomorrow.’


There will be times when keeping the diary feels like a bore or a nuisance. You’ll be tempted to quit. Don’t! A full month’s worth of notes will tell you a lot about your money habits, good and bad, and help you understand the ways in which money brings you happiness and grief.



2. Examine your sources of income. On a sheet of paper, list everyone who provided you with any money during the past year, along with the sums you received. A few of these sources will be obvious: the salary paid by your employer, for example. Others may be easy to overlook. Did you receive any payments from the government? Did your parents or other family members give or lend you money? Did you receive money from a romantic partner, an ex-spouse, or a friend? Did you do any part-time work for which you received a formal or informal payment? Did you get payments from a trust account or dividend payments from shares that you own? Did you win money from a lottery, a contest, or gambling? Did you receive money as a result of a lawsuit or an insurance claim? List everything.


Once you’ve created the list, consider what it tells you about your present and future sources of income. How secure are the past year’s sources of income? Which sources are likely to increase in the future – and which are likely to shrink or disappear? What new sources of income can you develop? An honest evaluation of this list can help you figure out whether your future prospects are bright, or you have been living on borrowed time.



3. Analyze a credit card bill from one year ago. Identify each item you bought (if you can) and measure how much pleasure it gave you. Do you remember the item? Do you remember why you bought it? Do you still have it? If so, do you still use it? In retrospect, was it worth buying? Count up the number of items you bought that were smart, satisfying purchases, and compare this to the number of items you wish you hadn’t bought. What patterns do you notice? Are there particular kinds of items you tend to waste money on? Which kinds of purchases consistently bring you lasting pleasure?



4. Count the number of purchases you made last year. A relatively easy way to do this is to request the year-end summary of your spending that most credit card companies will provide. Add in your best estimate of the number of cash items you purchased. How many purchases did you make? How does the number compare to the number of days in the year? Is it hard for you to go through a day without spending money? If so, do you know why?



5. Examine your unconscious forms of spending. On a sheet of paper, list all the automatic purchases on your credit card: gym memberships, magazine subscriptions, housekeeping services, or any other automatic deductions. If you use an automatic banking service that provides for direct debits for regular monthly expenses, list these as well. Automatic expenditures are a convenient trap that can help make it easy for you to spend money without thinking about it. How many of these can you reduce or eliminate?



6. List the things you hate to spend money on. Some of these may be needless expenses you can eliminate by making a change in your life. For example, if you hate paying the costs of your daily commute, perhaps you can set your alarm clock for half an hour earlier, making it possible for you to walk or bicycle to work. Not only will you save money, but you’ll be fitter as well.


In other cases, avoiding particular expenses may be shortsighted. I have a friend who hates to buy food in restaurants because he doesn’t want to tip. It’s a problematic attitude because sometimes you have to pay to get good service – and a person who refuses ever to visit a restaurant misses out on the fun of eating out with friends. My co-author Karl hates to spend money to get things fixed around the house because, as he puts it, ‘There’s no fun in it.’ But sometimes trying to patch up the roof or fix the old cooker oneself leads to a more costly repair or replacement in the long run.


Listing your own pet hates when it comes to spending can indicate where your emotions may overrule your reason, leading to short-term and self-defeating thinking.



7. List your best and worst expenditures. Make a list of the five things you did with money last year that enhanced your life the most. Then make a separate list of your five worst mistakes – money decisions that damaged your life. What were the reasons behind each of these decisions, good or bad? What lessons can you derive from them?


There’s no single right or wrong way to compile these lists. One person’s brilliant choice may be another person’s disaster. For Molly, spending £3,000 on a week’s holiday in the Caribbean may have been just the break she needed to clear her head after a tough year at the office, energizing her to start looking for a better job on her return to the city. For Cynthia, the same holiday may have maxed out her credit card, speeding up a dangerous spiral into excessive debt that ruined any pleasure she might have taken from her days in the sun. Only you can define your best and worst uses of money.



8. Test your money self-discipline. You can also learn more about your money psychology by experimenting with short-term behaviour changes. I am testing my own self-discipline right now through a simple but surprisingly tough challenge: for one year, I am forbidding myself to buy a shirt. (I have sixty shirts of all kinds and I love to get new ones.) In the past, I have tried other, similar experiments; for example, I once locked away my credit cards for a month, forcing myself to pay for everything in cash. I found that this act of self-discipline made me more aware of my own cash flow and forced me to re-evaluate what I spend.


Among other benefits, such limited acts of self-denial help you to appreciate more the good things you have and increase your self-confidence by demonstrating and strengthening your ability to do without what’s needless. Most important, they help you know yourself more intimately. What kinds of money behaviour have the greatest hold over you? Which money habits are easy to change? Which ones really hurt?


THE BOTTOM LINE


Most people have only a vague awareness of how they relate to money. They spend little time reflecting on how they get money, how they use it, and what sort of emotional impact money has on their lives. Devoting time to becoming more conscious of your money decisions is a crucial first step towards improving your relationship to money.


The goal of all the exercises is the same: to help you better understand the role of money in your life. How does money bring you happiness? How does it cause you regret, anxiety, or disappointment? Which of your money habits would you like to change? Which ones would you like to strengthen? Answering these questions is a vital first step towards defining the kind of relationship you’d like to have with your money – and taking the steps necessary to achieve it.


What’s Your Price?


My wise grandmother had a saying that I’ve never forgotten: ‘Always know your price, Alvin. Have a number in mind. Because some day, someone may offer it to you.’


What did she mean by ‘your price’? I’ve thought a lot about it. I think she was referring to whatever it would take to make me truly satisfied – to meet all my basic physical needs and my emotional and spiritual needs besides.


‘Your price’ may be literally a number – a figure in pounds and pence that represents what you need to feel independent. (Hollywood movie-makers refer to this sum, profanely, as their ‘F—k you’ money – the size of nest egg they need to be able to walk away from any job.) It may be the amount of money you would have to have in the bank to support you for a year, or the amount of invested money you would need to generate an annual income you could live on.


Everyone defines their price in a unique way. For some people whose lifestyles and aspirations are modest, it could be a relatively small sum. For others with grandiose desires, it could be very large. That’s up to you.


‘Your price’ may not even be a number. It could be something else that spells happiness and satisfaction to you. It could be your dream job – the position that will tell you and the world that you’ve really ‘made it’ in your career. It could be the opportunity to live in a particular place, whether that’s a villa in the south of France, an apartment in New York City, or a cottage in Kent. It could be a trip around the world, a chance to meet the person you most admire, or a lifetime box at the opera.


My co-author Karl worked for many years as an editor and executive at some of the big New York publishing houses. His dream then was independence – the opportunity to work for himself, writing and editing books on interesting and important topics with people he liked and admired. That was Karl’s price. Seven years ago, he achieved that goal: he went freelance and has supported himself and his family ever since, working on projects (like collaborating on this book) from his home in the New York suburbs and travelling around the country and the world to research them.


Like Karl, I’m a freelancer. Each year, I put together a combination of jobs and projects that I use to support myself. As a result, I think about my price at the start of every year. I set it at two levels. First, I calculate my living expenses for the year – mortgage payments on my apartment, insurance, food, clothing, retirement contribution and so on – and determine the amount I need to earn to cover my costs. Then I list the special things I’d like to have but that I don’t strictly need – like a special holiday trip, a particular piece of art I’d like to hang in my living room, or an antique rug that would look good in my foyer. I now have two figures – my Need number and my Want number (both calculated on an after-tax basis) – against which I can measure how successful my career will be this year.


As the year begins, I do all I can to reach my Need number as quickly as possible. The sooner I can line up jobs or other sources of income that will add up to my Need number, the sooner I can begin achieving some of my Wants. In some years, when the economy is sluggish and my business is challenging, it’s all I can do to reach my Need number by December. In boom years, I can meet my Need number by August or September, giving me several months of income with which to indulge myself.


Having these two numbers in mind helps me make the right decisions about earning and spending money. For example, I was recently offered a work assignment that I didn’t much relish: teaching a particular set of classes that I knew would be very hard work and not really interesting. What’s worse, the classes would be held in the evening, so I knew they would be rather tiring. But when I looked at my list of projects for the year and the expected income from each, I could see that these classes would be enough to make me hit my Need number for the year. I accepted the job offer. It wouldn’t be much fun, I knew; but it would enable me to move from Needs to Wants, so that all my additional income for the year would be pure gravy. The satisfaction of knowing that made it easy to take on that less-than-ideal assignment.


The same kind of thinking may apply to you, even if you work at a regular job rather than freelancing. You may be faced with a decision such as a new job offer, a special assignment from the company you work for, or the chance to compete for a promotion. Should you take the plunge, even if you are uncertain as to whether the new situation will be a comfortable one? The answer may depend on your price. Sometimes, taking on a difficult or even unpleasant job for a year or two may be the right decision – if it means achieving your price, and a possible lifetime of future satisfaction.


THE BOTTOM LINE


Know your price and keep it always in the back of your mind. Only if you know your price can you be working towards achieving it and measuring every important decision against the question: ‘What choice will help me get closer to my price?’ It’s an important part of knowing yourself, in terms of your deepest personal desires and the financial implications they have.


Three Money Fantasies


So far, you’ve examined your relationship to money by looking at real-life situations. Now it’s time to take a different approach – to use a bit of fantasy to gain further insights into what money means to you.


Imagine yourself in each of the following three scenarios. These are ‘thought experiments’ (in the phrase made famous by scientist Albert Einstein) that can help you better understand your approach to money. Devote fifteen minutes to each experiment. Read the description below, then jot down on a sheet of paper all the thoughts, ideas, and fantasies that fill your mind as a result. I predict you’ll find them very revealing.



1. The Windfall. Imagine suddenly receiving a gift of half a million pounds. What would you do with it? Would you devote some of the money to helping family, friends, or charity? Would you use it to start a business, or to invest? Don’t just fantasize vaguely: draw up a list of your expenditures, including your best estimate of the number of pounds involved for each.


Also think about how you would change your life if a lot of money fell into your lap. How much of the windfall would you try to preserve? How long would it take you to run through it? How soon would you have to go back to work? Would you consider moving to another part of the country or the world? Would you make any changes in your family relationships (such as getting married – or divorced)?


The results of this thought experiment will expose some of your deep-rooted dreams, desires, and ambitions. Your answers may include aspirations that you think about every day and others that you rarely allow yourself even to imagine. What’s the point? Well, you may not really be in line for a half-million-pound windfall. But maybe you should consider reorienting your life so that you can pursue some of the fantasies this experiment has brought to the surface. You probably won’t achieve them overnight. But maybe over the next five or ten years you can make some of those dreams come true.



2. The Setback. Imagine if you lost your job or your other main source of income, due to the sudden and unexpected absence of a spouse or the elimination of a government support programme. What would you do? How would you search for a new job? How long do you think it would take to find a new source of income? How much money do you have in the bank or in investments to tide you over? Where and how would you cut back on your lifestyle to make that money last as long as possible? How much of your spending could you cut back on and still be happy? How long would your savings last? How would your relationships with your family and friends be affected? How quickly would you begin to panic?


This thought experiment is likely to make you feel a bit anxious. That’s all right – remember, it’s only an experiment. But the kind and degree of anxiety you feel is important. Does the very idea of a setback make you feel extremely frightened? Do you fear you’d run out of options in a matter of just a few weeks, or even days? Or, conversely, do you feel relatively confident that you would find a new source of income quickly? The answers may lead you to rethink your career plans and your other assumptions about how you support yourself.


Also consider how you react to the idea of trimming your expenses. Does the thought of having to live on 75 per cent of your current income unnerve you? How about 50 per cent? Do you feel a sense of shame or anger when you imagine having to talk to family and friends about your setback? Again, the answers may be revealing. If having cash jingling in your pocket is your main source of a sense of self-worth, you need to reconsider your emotional dependency on spending.



3. The Disaster. Imagine if you had to start your life all over again tomorrow. Imagine if your job, your savings, your possessions, and all your relationships were taken away and you were left with nothing but your education, your natural gifts, and a (paid) hotel room in a strange city for a month. How would you rebuild your life? What job could you find? What job could you tolerate? What kind of home would you seek? How would you look for new relationships, new activities, new interests? Would you be bitter over what you’d lost? Or would you find it exciting to create a new life starting from scratch?


This experiment is designed to measure your sense of personal resilience. How much confidence do you have in your inner resources – your strength of will, your emotional stamina, your self-confidence, your intelligence? How dependent are you on external props such as your job, your home, your bank account, your friends, and your family?


Of course, although it actually happened to some survivors of 2005’s Hurricane Katrina most people are never tested to this extreme. But it’s a bracing mental exercise to imagine how you would tackle such a challenge.


THE BOTTOM LINE


Engaging in thought experiments like these can be fun and revealing. And each of these scenarios actually happens to people in real life – perhaps more often than you might think. Speculating about them can be a useful preparation for dealing with the ups and downs that life is apt to throw your way. Even more important, taking your money fantasies seriously will teach you more about the relationship between you, yourself, and your money, a connection that’s crucial for you to understand if you want to get your financial house in order.


Money Personalities – Balanced and Unbalanced


In my years as a money expert and financial educator, I’ve discovered several distinct patterns of behaviour in relation to money – characteristic ways of dealing with money that recur again and again in people’s lives. I think of these patterns as money personalities. Based on the exercises I’ve recommended, you may find that a portrait of your own money personality is beginning to emerge.


In the pages that follow, I describe some of the most common money personalities I encounter in my work. Does one of these portraits sound familiar?


The Entitled


How many times have you justified an impulse purchase by saying to yourself, ‘I deserve it’? And how often have you said to a friend who is trying to decide whether or not to hand over the plastic, ‘Oh, go on – you deserve it’? If you use this language frequently, you may be marked by the money personality I call the Entitled.


Don’t misunderstand. I’m not saying that you are not a perfectly lovely and deserving person – of course you are! But the underlying sense of entitlement can be very dangerous. In fact, when I ask the subjects on my television show about what ‘I deserve it’ really means, they frequently look at me blankly, as if they’ve never thought about it at all.


If you find yourself using ‘I deserve it’ to justify purchases you know you shouldn’t make, ask yourself the following four questions. I even suggest that you memorize and recite them like a mantra every time you find yourself about to indulge your sense of entitlement.


1. What exactly have I done to ‘deserve’ this treat?


If you’ve shown up to work on time, got the kids off to school, and handled routine emergencies or crises, then you have simply met the requirements of daily living. And as any employer will tell you, ‘meeting requirements’ does not earn you a bonus!


2. How long will it be before I ‘deserve’ another treat?


Next month? Next week? Tomorrow? Be honest! If you are treating yourself to special indulgences more often than you should, put the brakes on. You are moving from feeling you ‘deserve’ to spend money to making shopping and spending your identity: ‘I shop, therefore I am.’ And that is a pretty shallow identity to have.


3. What percentage of my monthly mortage payment am I spending on impulse buying?


Suppose your mortgage payment is £500, and the total amount of your impulse purchases at the shopping centre or on the high street is £125. Then you’ve spent 25 per cent of the money you could have set aside for a payment that you have to make. Keep your impulse buys to 10 per cent of your mortgage or less, and your debt is much more likely to remain under control.


4. How long will it take me to earn this purchase, given my after-tax hourly wage?


Think about how long it will take you to earn the cost of that non-essential treat from your current after-tax wages. Is the momentary pleasure worth all those days at your desk, on your feet, on the phone that it will take you to earn the money to pay for the item? You may be enslaving yourself to your own sense of entitlement.


‘I deserve it’? Maybe so. But even more, don’t you deserve – and want – a life free from the anxiety caused by uncontrolled spending and debt?


THE BOTTOM LINE


People with an entitlement personality fail to think through and act upon what matters most to them in life – that is, the values they care about most deeply. Instead, they are thinking and behaving as if they care more about the short-term pleasure from buying something than about a lifetime of security, enjoyment, and happiness. The spiralling descent into debt that too many people are experiencing comes not so much from stupidity or lack of willpower as from a disconnection between our real values and our behaviour.


The Dreamer


For me – and, I think, for most people – financial happiness means, above all, a sense of security. But some people act as though happiness comes from spending more than they can afford – to impress others, to feel important and powerful, and to enjoy the thrill of consumption. Unfortunately, this pleasure is usually short-lived, a dream of happiness rather than the real thing. People who fall into this trap have the money personality I call the Dreamer.


True-Life Tale: Living the Dream


I once worked with a young man I’ll call Garrett who felt he was living an entrepreneurial dream-come-true. Garrett, who had formerly worked as an assistant record producer, had developed an imaginative and unique business concept: he rented a fully equipped music recording studio, hired (at daily rates) a back-up band of competent musicians, and, for a fee of around £1,500, would help an amateur singer create a professional-quality CD with two songs and even a short music video. Obviously only well-heeled would-be rock stars could afford such an indulgence, but there were enough potential customers around to make Garrett’s business quite successful and lucrative, netting him some £80,000 a year.


So far, this is a success story. But Garrett promptly set about undermining his own future prospects by refusing to invest in the future growth of the business. For example, he might have considered buying a studio rather than renting one at a costly mark-up. He might have opened a second and a third location in nearby cities. He might have explored the business possibilities of other similar concepts: in addition to ‘rock star for a day’, what about ‘fashion model for a day’, or ‘soap star for a day’? One or more of these ideas might have set Garrett on the path of being a truly successful entrepreneur with long-term prospects for financial security and a chance at real wealth.


Instead, driven by his Dreamer personality, Garrett took all the profits out of his budding business and spent them on personal treats: a flashy red sports car, a handsomely equipped flat, holidays in Greece and Morocco. Not only did he spend all of his business income, but he ran up a significant overdraft on his current account, putting his finances into real jeopardy.


When I pointed out these lurking dangers to Garrett, he actually agreed with me. He commented, ‘Funny, isn’t it, how a showy car and nice holidays get to seem like necessities? The income I’m making now would have seemed like all the money in the world a couple of years ago. Now it’s not quite enough.’


Garrett realized, at least in his head, that there was no guarantee that the good times would continue. But he imagined that, if his current business ever suffered a decline, he would quickly come up with a second concept and a third. He didn’t understand the reality that most business people eventually come to recognize: that the world’s greatest entrepreneurs consider themselves lucky to come up with one or two great ideas in a lifetime, let alone a steady stream of them. The ease with which Garrett had parlayed his project into a profitable business made him feel as if the realities of business competition had been suspended for his benefit.


Garrett’s pleasant dream of life as the next Richard Branson came to an inevitable end. When an economic downturn hit in 2001, the number of people willing and able to spend big bucks to fulfil their rock star dreams declined dramatically. Compounding the problem, two of Garrett’s most important employees (a keyboard player and a drummer) formed their own band and moved to Australia, and he struggled to find adequate replacements for them. Today Garrett’s income is less than half of what it was a year ago, and he has moved back in with his mother. The next big entrepreneurial idea? He is still searching for it.


THE BOTTOM LINE


Don’t fall into the trap of believing your most fantastic dreams. Strive to view your life, your accomplishments, and your challenges in an objective, realistic light, based on knowledge, research, and feedback from people you trust. Then develop your plans, goals, and actions in accordance with who you really are – not who you’d like to imagine yourself being.


The Risk-Taker


Like the Dreamer, another money personality that involves a flight from reality is that of the Risk-Taker. Of course, anyone who starts a business is taking on some degree of risk, and the prudent entrepreneur does what he or she can to minimize that risk. But the Risk-Taker loves risk for its own sake. Uncertainty creates an adrenaline rush that many people find addictive. Some Risk-Takers express their love of danger in physical ways: they become fighter jet pilots, auto racers, or mountain climbers. But others prefer financial risks. They launch businesses that have almost no chance of succeeding, invest in highly speculative ventures, or devote their energies to the classic form of financial risk-taking – gambling.


True-Life Tale: Living for the Risk-Taker’s High


One young man I met, whom I’ll call Peter, had gone seriously into debt because of his reckless gambling on horses, dogs, cards – anything one could possibly bet on. The debts were very real – over £20,000, equivalent to a year’s salary. But somehow they didn’t seem real to Peter. He frankly told me, ‘Money is just numbers to me. It means nothing.’


What was real to Peter was the excitement he got from his betting – at least, when he won a wager. Peter even compared the ecstasy of a winning bet to sexual orgasm. The momentary release of energy was so thrilling that Peter was willing to gamble away his future in pursuit of it.


Peter’s gambling addiction divorced him from reality in other ways, too. When I met him, he had no idea about the seriousness of his debt problem. He blithely told me, ‘I can get a mortgage or a car loan any time I want. And I can pay off my debts with no problem.’ Both statements were false. I discovered the first untruth by making a few phone calls to lenders, who reviewed Peter’s financial status and quickly replied, ‘There’s no way we can lend money to this fellow.’ The second untruth became apparent when Peter decided to try paying off his debts – only to creep back to the dog track and the casino, and end up in worse shape than when he started.


THE BOTTOM LINE


Some forms of risk-taking can become addictive. If your Risk-Taker’s personality has begun to interfere with your ability to face real life and manage it constructively, you have a problem. Don’t let it slide; work on turning the problem around before it’s too late. The financial guidance offered throughout this book will help.


The Shopping Addict



Shopping Addicts are people for whom shopping is a major pastime – maybe even their chief occupation in life. They wander around malls, looking at store windows and hoping to stumble across something that will bring them happiness. They leaf through magazines and mail-order catalogues, hoping to be enticed by some treasure they never heard of before but which, once they’ve discovered it, they can’t live without. They spend hours clicking through pages on eBay and other Internet shopping sites, titillated by the fact that the loot of the world is available to them at the click of a button.


I think that people become Shopping Addicts not because they are preoccupied with the things they want but because they don’t think enough about the things they want. Because they rush into purchases without thinking, they end up buying things that really don’t serve any purpose for them or meet any deep-rooted need. Disappointed, they start window shopping again, like alcoholics who keep returning to the bottle, even though the pleasure of drinking has long since faded.


I understand the problem because I used to be a Shopping Addict myself. It took me years of learning and painful experience to overcome the syndrome. Today, I have my addiction under control. And one way I keep it under control is by the painstaking way in which I approach the experience of shopping.


Back when I was a Shopping Addict, I used to buy things constantly. (No wonder I often ended up buying things I didn’t really want or need.) Today, I think a lot about the things I want before I buy them. Between the time I first develop a yen for an item and the time I buy it, months or even years may elapse. During that time, I read about the item, examine it in stores, study comparative products, try out the item in a friend’s home, and get price quotes from a variety of sources. By the time I feel ready to buy, I know exactly which item I want, what colour and size I want, where it will go in my home, and how much money I’m prepared to pay.


Thus, when the long-planned purchase finally arrives, there are rarely any unpleasant surprises. Instead, the experience feels like the fulfilment of a dream – it’s very satisfying and makes me feel good for years to come.


This is the story behind one of my personal treasures, my Bang & Olufsen stereo. For years I’d heard about the exceptional quality of this brand of audio equipment, and I’d admired its good looks. But I hesitated to spend what it cost. So I saved my pennies, read stereo magazines and guides, and seized every opportunity I could to listen to music on B&O equipment. Finally, as my thirty-fifth birthday approached, I decided the time was ripe. I’d saved enough money, and I felt I knew enough about my tastes in music and my home-decorating preferences to pick a style of stereo that would fit my lifestyle.
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