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I dedicate this book to my wife, Linda, who married me when I had nothing and taught me that family is senior to everything on life’s balance sheet.





AUTHOR’S NOTE


This book is the story of my money, and the personal journey I went on to make it. None of the content, anecdotes, stories, opinions, or recollections contained in this book should be construed as investment advice, especially as they relate to any financial products I may represent. Investors should speak with their financial advisors for any investment advice and to discuss the risks of investing in any financial product. This book represents my personal opinions and should be enjoyed as such. Please note that names and identifying details of some of the people portrayed in this book have been changed.





INTRODUCTION



Money Problems Are Financial Opportunities


It was a Saturday afternoon in April when I was stopped on the street by an older, well-put-together woman in Beacon Hill, an upscale neighborhood in the heart of Boston. She looked like she’d lived a very good life and was enjoying this latest chapter in relative ease and comfort. I figured she was heading for a pricey lunch with some equally posh friends. Good for her, I thought. But even before she began to speak, I noticed something. She was smiling, but there was something unsettled about her expression.


We began to talk about a recent pitch she’d watched on Shark Tank. After a bit more conversation, she felt comfortable enough to scold me a little over an onscreen tiff I’d had with Barbara Corcoran. Then, she leaned in a little closer, changing the topic.


“I was wondering if I couldn’t ask for a bit of advice from you, Kevin,” she said.


Never one to shy away from sharing my opinions, I said, “Shoot.” I figured she was going to ask about a stock drop or a new retirement vehicle. But her concerns were far more personal than that. She told me her husband had passed away months earlier and she was beginning to feel increasingly overwhelmed by mounting financial responsibilities, ones she’d never shouldered before. Suddenly, this woman who had lived in financial comfort into her sixties found herself having trouble getting her own credit card. Everything she had before was in her husband’s name. Beyond that, she found herself in charge of paying bills for the first time, but had no idea how to scrutinize them for errors or hidden costs. She spent the same amount of money she always had—“Too much,” she said—but had no idea what her balances were at the end of the month. “Should I sell my house, Kevin, and downsize? Or should I hold on to it?” she asked. Her family was beginning to pester her about the estate. She had two grandchildren in college she wanted to help, and her sister was angling for a loan for a small business. She knew her late husband had had some investments, but she wasn’t sure what they were in and whether they were doing well or not. Mostly, she was worried about the economy and what that would mean to the nest egg she knew her husband had socked away somewhere. My alarm bells went off. I thought about my own wife, Linda. Would she know how to manage our finances if something happened to me? I doubted it.


This woman in Beacon Hill was far from destitute. She had the means, but had never learned anything about how to manage her own personal finances. She was scared and she was alone.


Tears welled in her eyes. If she’d been pitching me on Shark Tank, I would have said, “Pull yourself together. Your tears don’t add any value.” In business, money and emotions don’t mix. But this woman wasn’t asking me for money. She wasn’t pitching me an idea. She was asking me for help. And I wanted to give it to her.


I tried to gather a bit more information. “How are you getting your money now?” I asked.


“A check from our investments comes every month as a direct deposit. And then there’s another automatic deposit that arrives in our account once a month—I’m just not sure where it’s coming from. I use my bank card to make withdrawals from our accounts. I’m so embarrassed by how little I know about our finances.”


“Have you talked to your bank manager?”


“Yes, but I don’t really understand what he’s telling me. I’ve never been very good with money, which is why my husband used to take care of things.”


“And why are you asking me for help?”


“I guess because I trust you to tell me the truth.”


I leaned toward her as though delivering the most important information she’d ever receive. “I want you to listen to me very carefully,” I said. “Until you know exactly where you stand financially, until you have a crystal-clear picture of your money situation—your flow in and out, your expenses, your savings, your investments, everything, and you consult an expert—you are to give away NO money. None. Not to your grandchildren, not to your siblings. Not a dime. Do you understand?”


She nodded, still fighting back tears. This woman needed someone reliable to go through her accounts and write up an intuitive financial plan that would be simple for her to follow and guarantee that her money would outlast her. I gave her my card and the number of a good friend of mine who was a rock-solid financial advisor, and I told her to stay in touch.


As I walked away, I wasn’t feeling very good about the exchange. I shuddered to think how easily it can all go wrong for someone who has no money sense, even when she has money. One tough market correction, one bad loan, one ill-advised investment, and all that money could disappear. Who would take care of this woman then?


The inspiration for this book came from that moment, a casual conversation on a street corner with someone in need asking me for help with her personal finances. Though people have always sought out my investment advice, I’ve never billed myself as a personal-finance expert. But I am a money expert. For that reason, this book is going to be different from other books that offer financial advice. This book isn’t just about money, but about your relationship with money. I’ve always believed that if you improve how you relate to money, you’ll have more of it. I’m going to show why that’s true, and how to build financial stability by thinking differently about your finances.


My goal is simple: to offer practical ways for you to save money, invest better, and cut your costs—at every stage in life, from cradle to grave. I’ll teach you how to raise money-savvy kids who don’t spend too much or get into debt too early. I’ll show you how young people can graduate with less debt and in better shape to pay off student loans. I’ll show you how to talk to your loved ones about money and how to make sure your romantic relationships, marriages, and partnerships don’t get overshadowed by debt, overspending, and financial concerns. I’ll help you avoid common mistakes people make with credit and credit cards, when buying a house or a car, or when blowing a fortune on luxury goods that don’t appreciate over time. But most of all, I’ll guide you through all of life’s stages and decision points, helping you get to a place in your twilight years where money and freedom can result in comfort and security. Are you ready to embark on this journey with me? Then let’s get started.





Here’s the cold hard truth: No matter how much money you make, the world is designed to take it away. Right from the day you’re born, your money is under siege. As soon as your parents put you in the cradle, the bank will encourage them to open a 529 college-savings plan to fund your future. That’s probably the same bank you’ll start paying fees to when you open your first checking account a few years down the line. Time passes, you grow up, and eventually, you’re off to college. There’s the bank again, giving you a hefty student loan. And then your first credit card. And after you graduate and get married, the bank offers you a massive mortgage. Then it scares you into buying unnecessary insurance policies. Later, it might coerce you into buying an annuity or other complicated financial products stuffed with hidden fees. Student loans, credit cards, and mortgages are powerful financial tools that are necessary if you want to live a full, well-rounded life. But you can see how easy it is for the average person who doesn’t understand how these tools work, like the woman I met in Beacon Hill, to make big money mistakes. Don’t let that be you. I’m here to help you avoid her fate.


It starts by waking up to the truth about your financial situation. By doing that, you’ll begin using clearheaded reasoning instead of emotions when making money decisions. And that alone will change the way you relate to money.


All the time, I am asked this question: “Kevin, what is the secret to becoming wealthy?” Here it is—the secret:


Don’t spend too much. Mostly save. Always invest.


Simple advice is often easy to swallow but hard to follow. If it weren’t, I could end this book right here! After all, I’ve just given you all the information you need to become wealthier and retire in comfort. Why, then, is it so hard to follow the advice above? Why do so many people do the opposite—invest poorly, spend way too much, save almost nothing, and remain willfully ignorant about their finances? Because they don’t understand their relationship to money. In fact, they fear understanding it because they find it daunting—or in some cases, they fear knowledge because it might mean making changes to their financial lives.


The fact is, more money isn’t going to fix anything if your relationship to money is damaged. You won’t find any “automatic millionaires” in these pages. Sometimes more money simply means digging an even deeper debt hole. But no matter how much money you have, I’m going to help you keep more of it for yourself. After all, the point of having more money isn’t the money itself, but the freedom that money can buy you.





Part One






SPEND LESS, SAVE WELL, INVEST OFTEN
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Me in San Francisco in 1984 in the early days of SoftKey Software Products. We were losing money every day. I was scared out of my mind. I know a thing or two about feeling financial loss.


(Property of Kevin O’Leary)








CHAPTER 1



Money Lessons I Learned from My Mother


In the same way that our relationship to food is shaped by lessons learned during childhood, so, too, is our relationship with money. It is often our parents, for better or for worse, who teach us our first money lessons. My mother, Georgette, was a master with money. She was born in Montreal to parents of Lebanese descent. And while she didn’t have a fancy business degree, she was thrust into the family clothing business at a very young age, after the sudden death of her father. In the Lebanese culture, businesses are usually passed down to the boys, but her brother, Norman, was too young to take over. So in the beginning, it was up to my mother and her sister to keep the business running until Norman was old enough to take over. Turns out, my mom was a natural at balancing the books. She met my father, Terry, through the family business. He was a charismatic guy and one of the company’s most talented salesmen—until his personal problems meant he lost every penny he earned.


Many marriages crash against the unforgiving shores of bad money management, and too often children bear the brunt of their parents’ financial decisions. My parents shielded my brother, Shane, and me from the worst of their marital woes, but my mother’s marriage to my father broke down largely over money matters. He was good to Shane and me, but he was a fun-loving Irishman who liked to buy rounds at the bar and gamble with his friends.


I was six years old when my mother was granted sole custody of Shane and me. She got remarried, to a man named George Kanawaty, who became a father figure to Shane and me—something my own father couldn’t be because of his addictions. After the wedding, we all moved to Illinois so that my new stepfather could pursue a Ph.D. in business. One day, fed up with the custody arrangement, my birth father threatened to come to Champaign-Urbana and bring Shane and me back with him. My mother had heard he’d fallen in with a rough crowd, so she didn’t want us going there. The plan was for my mom and both of us kids to fly to Europe for as long as it took George to reason with my dad in Illinois. But the trip required cashing in a big part of George and my mother’s emergency savings, which weren’t significant to begin with. When my mother married George, he was a student with $36 to his name.


Where there’s a will, there’s a way—and I have never met a woman with more will than my mother. The three of us flew to Lausanne, Switzerland, where my brother and I would be safe. After waiting it out for weeks in a foreign hotel room with two little children, and despite her determination and cool resolve, my mother finally burst into tears. She was at the end of her rope, in terms of both stress and finances. The money that was keeping her children safe from a man she didn’t trust to take care of them was running out. And both George and my mother had used up almost all of their resources. There was nowhere else to turn. Kids pick up every nuance of parental strife and store it in a place so deep in their subconscious that it affects them for the rest of their lives. I knew George and my mother didn’t have the money to hire expensive lawyers to fight this in court, and they certainly couldn’t afford to keep us hidden in Europe forever. I will never forget my mother’s fear, the look on her face when she realized that eventually the money would run out and she might lose her children.


Less than eight weeks into our exile, sadly, tragically, my father died of a heart attack at the age of thirty-seven. The custody struggle was over. Still, our precarious financial situation, and my mother’s panic about it, moved through my bloodstream in that one moment, and I think it changed my very DNA. I remember thinking, I never want to feel this frightened and powerless again. I never want my own children to experience economic terror. Early-childhood trauma is an awful thing, but in this case, it might have been an odd blessing for me. Looking back, I think that’s when the seeds of my own need to achieve financial security were sown.


Maybe you’re wondering why I’m telling you this story. The truth is that when I deliver tough-minded financial advice, I want you to know where it comes from. I’m a wealthy man now, but at various points in my life, I’ve experienced the terror of economic insecurity firsthand. I’ve shared this personal story with you to show that sometimes in life, people may be able to help you out of difficult situations. But there are other times when the only thing that can help you is money. But for money to save you, first, you have to save it.





Beyond saving money in case of catastrophe, my mother was also a savvy spender. Here’s the distinction: She was careful with her money, but she wasn’t cheap. I remember admiring a Chanel jacket she once wore to Christmas dinner at our place in Boston.


“Great jacket, Mom. Must have cost you a fortune.”


“Not this year,” she said.


“What do you mean?” I asked.


“Kevin, dear. This jacket is old. I’ve had it forever.”


This surprised me because the jacket was so stylish and beautiful, a black classic box cut. It looked like she’d just picked it up off the rack from that season’s new line, but she then told me she’d bought it in the late sixties, twenty years earlier! She spent, at the time, a small fortune—about $500—for that jacket. We didn’t discuss this further, but knowing my mother, she would have saved and thought about this purchase for a long time before actually following through. She would have tried it on a few times, with George there to give her feedback. But the thing is, she wore that jacket for decades. She didn’t dry-clean her clothes every time she wore them. She steamed them now and again, to maintain their shape and color. She never flung her clothes on the back of chairs. She always hung them up on hangers. Not everyone can afford Chanel, that must be said, but this example begs some serious math.


Let’s say you buy a bargain black blazer at the Gap for $100. It’ll probably stay in style for a season and pill and fade after dry cleaning it five to ten times. So in the course of twenty years of professional use, you’ll purchase a new black blazer every two years, say, for a total of $1,000—assuming the price never goes higher than $100. Using the math above, you could say my mother’s jacket, purchased for $500 more than twenty years earlier, saved her $500. But here’s the real value: The perpetually fashionable Chanel blazer would fetch about $1,000 today, according to vintage clothing collectors I’ve consulted.


So who saved more money? You, with your $100 blazer purchased every two years for twenty years, at the cost of $1,000? Or my mother, who bought one jacket, once, at a price of $500, wore it for twenty years, then sold it for $1,000? I want you to know this is coming from a man who balks at a designer price tag. I can’t believe how much good-quality clothes cost. And I also want to be very clear that I’m not advocating that you go out and buy Chanel if you can’t afford it. But I am asking you, with everything you buy, to consider value over impulse. I am asking you to examine all your purchases and begin to treat everything you buy as an investment. Everything. Even a blazer. I want you to start thinking about quality and the potential resale value of every single purchase you make. It’s a good discipline that will cut down on a lot of impulse and redundant spending.


That’s what Georgette did. Incidentally, that’s what my wife, Linda, does, too. We went to a black-tie function recently, and she pulled out a dress she’s had for more than ten years. It’s a classic cut, beautifully made, the kind of silhouette that never goes out of style. She’s gotten a lot of use out of it. And while my mother bought some of the most beautiful and expensive clothes I’ve ever seen, almost none of what she bought lost much of its value or stylishness over time. Her closet was well curated. She never bought too much or overspent. She was a smart shopper. Incidentally, my daughter, Savannah, has become a vintage clothing hound. She buys a lot of great pieces secondhand. I like to think she inherited her unique style from her mother and her frugality from her grandmother.


In 2008, my beloved mother passed away. It was devastating and unexpected: a heart attack followed by a stroke on the operating table. Days later, I was told that she had made me the executor of her estate. After years working for the United Nations, she and George had enjoyed a textured life, rich in experiences, travel, friends, and fine food, but their lifestyle was by no means overly lavish. They mostly lived on George’s solid UN income, so my mother’s money was hers to invest and spend. She never merged it with her husband’s. That money was all her own, and George didn’t even know how much she had. Keeping some money separate for you and only you is one of the best financial lessons I can impart to you. (I’ll talk more about that and what I call your “Secret 10” in Chapter 6.) But at the time of my mother’s death, I hadn’t given this idea much thought. Mostly, I never imagined that Georgette’s savings amounted to much. But when I opened the books and studied her long-term investment portfolio, I got a big surprise. She’d amassed the kind of nest egg with which most people could enjoy a worry-free, exciting retirement. By the looks of her portfolio activity, she mostly invested and rarely spent. She didn’t set aside considerable chunks of cash, just a steady amount every month, and only in stocks or securities that paid her a dividend or a yield.


When people talked about investing like this, I always thought they were talking about another era. But do you have any idea what happens to a portfolio over forty years that contains only bonds with interest and stocks with dividends? You have to see it to believe it. My mother’s portfolio was a sweeping, arcing line tracing value over time—it only went up—and her balance steadily grew and multiplied at an incredible rate. When I analyzed my mother’s secret cache, when I studied her slow and steady investment style and the healthy nest egg she’d tucked away for herself, here’s what I learned: With very little money and a bit of expertise, anyone can grow his or her money. My mother did it. So can you.
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I received this Warhol-like canvas as a gift from a friend who said I was “obsessed by money.” I took it as a compliment! This now hangs on the wall at O’Leary Ventures Corporation.


(Artman Agency/Cyrille Margarit)






Spending, Saving, Investing: A Personal-Finance Quiz



To change your fortunes, abide by my mother’s three simple rules: Don’t spend too much. Mostly save. Always invest. Before we embark on this financial journey together, the most important tool you’ll need is information—about yourself, your goals, and your ability to achieve them. You have to know where you’re at before you head where you’re going. To test your self-knowledge about your own spending, saving, and investing habits, try the quiz below. There are no wrong answers, only honest ones.


ON SPENDING


1. At any given time, do you know exactly how much money is in your wallet, your checking/investments/savings accounts? Y/N


2. Do you go shopping with a specific list, buying only what’s on it with rare exceptions? Y/N


3. Do you refrain from putting consumer goods or groceries on a credit card, paying only in cash or with debit card unless absolutely necessary? Y/N


4. Do you resist last-minute purchases (such as magazines, chocolate bars, or gum) in the checkout aisle? Y/N


5. Do you research prices and comparatively shop before you hit the stores? Y/N


6. Do you skip or block the shopping channel at home to prevent making unnecessary purchases from your couch? Y/N


7. Do you pay off your credit cards at the end of the month, using them only for convenience or to gather reward points? Y/N


8. Do you keep your receipts carefully filed and promptly return items if you’re less than satisfied with them or find you don’t need them? Y/N


9. Are you aware of all available discounts, rebates, and coupons before making any purchases? Y/N


10. Are you able to avoid shopping when you’re stressed, bored, worried, or tired? Y/N



ON SAVING


1. Do you set aside a certain amount every month for savings, never veering from these commitments unless it’s an emergency? Y/N


2. Do you save money in the highest-interest savings account you can find? Y/N


3. Do you keep minimum balances to avoid paying bank fees? Y/N


4. Do you understand how much you’re paying in banking fees? Y/N


5. Do you live within your means? Y/N


6. Do you make debt repayment a priority? Y/N


7. If you have children, do you have a plan in place to save for their education? Y/N


8. If you’re planning to buy a house, are you saving for a sufficient down payment (at least 20 percent)? Y/N


9. Do you cultivate good habits—such as bringing lunch to work and using libraries—with the express purpose of saving money? Y/N


10. Do you have money set aside in case of emergencies? Y/N


ON INVESTING


1. Are you ready to invest? Y/N


2. Do you have a clear understanding of your retirement goals? Y/N


3. Do you understand your appetite for risk? Y/N


4. Do you have working knowledge of the various financial products available to you, from stocks to bonds to treasuries to mutual funds, and the difference between yield, nonyield, dividend- and non-dividend-paying products? Y/N


5. Do you have a pension plan? Y/N


6. Do you understand retirement vehicles—IRAs, 401(k)s—and their attendant tax benefits? Y/N


7. Do you work with a trusted financial advisor who helps you navigate complicated investing vehicles? Y/N


8. Do you pay attention to financial news on a regular basis? Y/N


9. Do you invest only in things you understand? Y/N?


10. Do you react to volatile markets with moderation and patience? Y/N


If you answered yes to most of these questions, kudos to you. I hope this book reinforces some of your good spending, saving, and investment habits and helps you avoid forming bad ones.


If you’ve answered roughly half yes, half no, then these pages offer valuable advice to help you tip the scales back in favor of financial health.


If you answered no to most of these questions, then you are heading for financial trouble. But it’s not too late to change; in fact, when it comes to money, it’s never too late to change. Keep reading.





CHAPTER 2



Your 90-Day Number


The first step in changing money habits is taking a cold hard look at your financial input and output. Before you can redirect your money into savings and investments, you have to stanch the outward flow. That means getting a handle on your spending. Here’s what I want you to do: I want you to boil your money matters down to one simple number. It’s going to be either a positive or a negative number, because money is black and white. There is no gray. You either have it or you don’t.


To get started, read the instructions below and use the charts provided. This shouldn’t take you more than half an hour.


I hear a lot of groans. You’re thinking this is like homework and you’re just going to skip this part and keep reading, am I right? No! Don’t do that. That’s a really bad idea. If you’re serious about changing your financial status, you need to do a bit of work. Businesses do this quarterly. In fact, I spend thousands of dollars a month to keep track of my personal and corporate accounts. And I’ve done this with every business I’ve ever been part of. A lack of vigilance can mean a company is suddenly teetering on the edge of bankruptcy because it’s not monitoring its numbers closely or often enough. It happens that fast. I’ve seen it. And it’s a hard lesson to learn. I will never allow a lack of diligence to affect any of my business holdings, which is why I’m offering you this advice about knowing your numbers. And this applies as much to a business as it does to your personal finances: Ignorance costs you money, and it’s totally avoidable.


I like to catch anomalies in numbers before they become entrenched financial problems, big or small. For the past fifteen years, my wife has kept every single receipt for every single purchase she has made, and every few weeks we match those purchases with the credit card bill, allocating every item. It’s just too easy to let hidden charges, overcharges, mistakes, or financial anomalies get lost in the shuffle, especially in your personal finances. Consider that a while ago, I received a call from my bookkeeper, who noticed a significant rise in our family phone bill. It went from being in the hundreds to almost $1,000—in one month! We discovered the increase was due to exorbitant roaming charges my son and I incurred while on vacation. We got a little too enthusiastic about our new iPhones and forgot that our plan did not cover roaming abroad. I’ll refrain from ranting about the robbery of roaming charges, and after receiving that ridiculous bill, I certainly had an instructive chat about them with my son. Negotiating down that bill, which was the size of a pamphlet, wasn’t easy. But if you’re vigilant and watch where your money is going, you can plug the hole before your hard-earned cash disappears down the drain.


So have I convinced you? Are you ready to work on your financial picture?



Money Mistake: You’re in the Dark About Your Finances



THE FIX: KNOW YOUR 90-DAY NUMBER


Knowledge is power. To know your spending and saving habits, start by adding up all your earnings over the course of three months. I call this your 90-Day Number. One month doesn’t tell you much. Addiction specialists say it takes about a month to notice entrenched patterns of thinking and behavior and a couple more to introduce better ones. When a recovering addict comes to a crossroads, he or she is often advised to go to recovery meetings of some sort or another. And the person is told to go to 90 meetings in 90 days. I’m not saying you’re addicted to spending—some of you may be, while many of you probably aren’t. Either way, your 90-Day Number is going to give you valuable information about your spending and saving habits. If you’ve read this far, I’m assuming you want to change. So get out a pen and fill in the blanks below.


Start with your income. If you don’t keep pay stubs, go back and look at your bank statements. Add up the column of all incoming money, automatically deposited paychecks, including any money you make on the side—even money the government might not know about. Include it all—the coins rolled and deposited, tax returns, money from cash jobs, returned bottles, eBay sales, lottery wins, baby bonuses, alimony or child support, money borrowed by or paid to you, dividends or interest earned on any investments that you do have. Don’t include your assets, just the liquid stuff—the flow, the cash coming in. Write it all down.



MY PERSONAL MONEY PICTURE


90-Day Input


Income/Salary (Net)





Child Support





Alimony





Bonuses/Winnings





Tax Returns/Credits





Interest Earned





Dividends Earned





Employment Insurance





Annuities





Inheritances





Under-the-Table Income





eBay Sales





Other





Other





Other





Your 90-Day Input Number





Now, on a separate page, add up every single dollar you spend. All outgoing money: every latte, every pair of shoes, every bag of chips at every counter you’ve stood at while waiting for your car to come out of the car wash, every haircut, every donated coin, every lottery ticket, book, transit fare, tip, oil change, every ice cream cone bought for your kids, every movie ticket and parking ticket, that second glass of wine at a restaurant, that round-trip ticket, that first-class upgrade. Track all of it. Most important, document your debt payments, your bills and utilities, your car payments, and your mortgage or rent. You’re looking for a pattern that 90 days of spending will begin to make clear. Write it all down.


90-Day Output


Rent/Mortgage Payments





Condo Fees/Property Taxes





Home Repair/Upkeep





Child Care





Dependent Care





Education





Alimony





Veterinarian





Health Care (medical)





Health Care (dental)





Prescriptions





Health Insurance





Gym





Cosmetics





Personal Care (salon/spa/yoga)





Pet Food/Expenses





Car/Lease Payments





Insurance (car/life/home)





Investments





Taxes





Debt Payments





Gifts





Car Repairs





Gas





Parking





Public Transit





Cabs





Utilities





Phone





Home Repairs/Services





Cable/Internet





Books/Magazines/Newspapers





Hobbies





Clothing





Dry Cleaning





Groceries





Restaurants





Takeout





Travel





Entertainment/Movies/Concerts





Video Games





Computers/Repairs





Misc. Technology





Banking Fees





Legal/Accounting Fees





Home Office Supplies





Other





Other





Other





Other





Other





Other





Other





Other





Other





Your 90-Day Output Number





Now it’s time for a dose of reality. In the space provided below, take your 90-Day Input Number and subtract from it your 90-Day Output Number.


Your 90-Day Input Number





Your 90-Day Output Number





Your 90-Day Number





Write that 90-Day Number down. Is it a positive number or a negative one? If you’re taking in more money than you spend, congratulations! You’re the rare person who has a positive financial outlook. Whatever you’re doing, keep it up. Now, there’s still the matter of maximizing your money’s efficiency, eliminating uncertainties and putting that excellent surplus to better use—namely, saving for emergencies. I’ll teach you how to do all of that in the chapters that follow. Those changes might be challenging at first, but you’ll adjust, because you’re starting from a place of strength and diligence.


If you don’t fit the above profile, maybe you’re someone with a number that comes up just slightly above zero. You’re getting by with a little extra, especially if you have little saved. But you’re not really in the clear. I worry about you because you may never have experienced rock bottom, so you’re not really aware of how dangerously close you are to financial jeopardy. That’s why I sometimes think that people who have experienced debt, people who have hit rock bottom, have a perverse kind of advantage over others: Their problems are so huge, they simply can’t go on ignoring them. But what’s best for you, in your current situation, is NOT to let things get worse and instead to get away from the growing cloud of financial insecurity you’re so used to living under. You aren’t really living within your means until you’ve saved three months’ salary as a protective cushion, and that’s on top of all other nonliquid assets. You may not see now that you’re inches away from disaster, but I’m telling you the truth about what your 90-Day Number is revealing: You’re just one major illness, one job loss, or one big market correction away from penury, or from losing your house, or worse. Time to make some changes. I’ll help you do that.


Now, if you’ve done the math and your 90-Day Number is in the heavy negatives, then, like a majority of men and women out there, you simply spend more than you make. You’re constantly operating in the red. It feels like you’re living only to finance your debts or pay your bills. You are in constant fear of losing your job, or of your assets losing their value. You worry that one big, unexpected bill might put you under for good, and then you avoid that thought. You’re avoiding the phone and people to whom you owe money. Maybe you’re retreating from friends and family out of fear or shame. You’re steeped in magical thinking about money—for example, believing you’re one lottery ticket, inheritance, or windfall away from total financial transformation. You wake up in despair and you go to bed defeated. You don’t live within your means because you don’t even know what they are. You’re not one illness, one job loss, one market correction, or one false move away from complete financial disaster. Disaster is already here.


If this is you, you must admit it to yourself now and take every necessary step to correct it. Our understanding of money is formed early. But I believe people raised in poverty or with parents who severely mismanaged money can be at an advantage here. They know much more clearly what not to do with money; they know what kind of relationship they don’t want with money. They’ve tasted that fear. Like me, they’ve seen fear etched on their parents’ faces. People who’ve experienced poverty often have a greater drive and a stronger commitment to change. I know people like this. I admire them.
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