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INTRODUCTION

What motivates people to do the right thing with their money? Some say common sense. Some say fear. Others say a hard knock or a swift kick. And the despairing say, shaking their heads, only divine intervention.

I’m more optimistic. I say the best motivator is clear, objective information presented in a way that people can learn one simple step at a time. I believe this because, in addition to presenting television shows, I have taught about the financial markets for over twenty years, working with real people, no wiser or cleverer than you, in hundreds of classrooms. I have tried many different ways to help people learn often complex financial information. And there’s one method that I’ve seen work again and again: starting with the basics, then adding new layers of knowledge that evolve naturally out of the previous steps. Each bit of new understanding gives fresh confidence that helps make the next part easier to master. That’s the plan of this book.

Starting with the basics doesn’t mean dumbing down the information. Some subjects (mortgages and investments come to mind) simply cannot be dumbed down. But I try to avoid the confusing jargon that often makes personal finance seem opaque or impenetrable. I also add serious and funny insights I’ve gained from my own experiences, as well as those gained from other people I’ve met on my TV shows, in real life, and from letters I’ve received.

This book’s title, What Not to Spend, comes from the recognition that spending is the first thing most of us tend to do when we get our hands on any money – from a new job, a pay rise, a bonus, a gift, the sale of a house, or an inheritance. (I’m no exception.) The sirens of consumerism start calling our names and luring us with promises. They will make us beautiful and sexy. They will provide us with status and prestige. They will confirm our good taste. They will make our lives better, in all ways. Too often we succumb to these enticements.

And then the bill arrives – along with the questions. Was it really worth it? Was it really satisfying? Have our lives really been improved? Probably not.

What Not to Spend will help you to pause, to consider what you are about to spend money on, and then make a wise decision: to go ahead if the item of your fancy is one you need and can afford, or to stop if it’s a foolish

[image: image]

purchase or one you simply can’t afford. It will also help you decide what to do with that money once you’ve resisted temptation. It will cover saving, buying a home, protecting yourself with insurance, building your wealth through investments, and much more.

When it comes to managing money, most people are quick to make excuses. ‘I never learned the basics,’ they protest. ‘It’s over my head.’ ‘I find it so boring.’ It’s time to put away the excuses. Stop blaming your parents, your siblings, your school, the government, the world, the universe, and life in general. Make yourself responsible for your own financial well-being.

Best of all, What Not to Spend will make the process fulfilling and fun. It’s not about self-denial. It’s about discovering the liberation in controlling your financial future. It’s about giving yourself choices when you need them most. It’s about making smart choices you can live with – not just for an hour or a day, but for a lifetime. You’ll soon find that the pleasures of life are far more enjoyable when you know you can afford them!

[image: image]


TAKING CONTROL

Building financial security is more than a numbers game. It’s about learning to understand yourself – and then taking control of your future.


DEAR DIARY

Do you want to take control of your finances? It’s time to confront the realities in black and white. Right now! Take a deep breath and jump in. It might not be as bad as you think – but, of course, there’s always a chance it could be worse. And if it is, at least you can start to do something about it.

The first step is to assess your current financial situation. To start, find out exactly where your money is going by keeping a Spending Diary. Find a small notebook that will fit in your pocket or handbag. In this notebook, jot down every single thing you spend money on over the next month. Include even the smallest items, like 40p for a newspaper or 35p for a pack of chewing gum. Include purchases you make on debit or credit cards, as well as the monthly bills you pay by cheque or direct debit.

At the end of the month, add up the totals. Figure out how much you spent on every category of expenses: food, clothing, CDs, petrol, movies, cosmetics, what have you. I guarantee you’ll get some surprises.

Small expenses have a way of mounting up quickly. If you smoke twenty cigarettes a day, it’s costing you around £140 a month. Many people spend even more than this in the pub or on takeaway sandwiches. Lots of us could benefit our waistlines as well as our wallets by cutting back on expensive between-meal snacks. Other items that add up quickly are taxi fares, glossy magazines, and, if you’re a parent, those little gifts you buy to keep the kids quiet in supermarkets or newsagents.

Now check to see if there are patterns in your spending. Do you take out a wad of cash on pay-day and fritter it away on non-essentials? Are weekdays or weekends worse for you? Is Friday night on the town your biggest spending splurge? Or is it your lunch hour when you dash to the shops for a bit of a pick-me-up?

No one wants to throw hard-earned money down the drain. Yet most of us do it one way or another. Your Spending Diary is a first step towards identifying your money weaknesses – and measuring what they really cost.

GUIDELINE: To see how money is flowing through your fingers, keep your Spending Diary faithfully for at least a month. Any less won’t provide a true picture of your money habits.
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