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			Book Abstract

			MAIN IDEA

			Even if you’ve neglected planning for your retirement until you’re in your thirties, forties, fifties or sixties, it’s still possible to get your own personal financial house in order and finish rich. Specifically, there are five simple strategies you can use right now to get back on track and stop worrying about your financial future:
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			The key beliefs which underpin the start late, finish rich philosophy are:


			
					It’s never too late for you to start working towards having a rich retirement, but you should start working on it today.

					Even if you’re buried in debt, there are still things you can and should be doing to prepare for the future.

					You don’t have to make a lot of money to be rich. Instead, you need to be smart about how you handle the money you have.

					The best way to get rich in real estate is by starting small, not by taking huge risks.

					You can get rich by progressively eliminating the ways you currently waste money and then using that money better.

					It is possible to start a business on the side which you can use to get ahead while you continue to earn a paycheck.

					You don’t have to invest in stocks to get rich.

					You can spend less, save more and make more – without seriously impacting on your current lifestyle.

					You can and should reconnect with your dream of financial freedom – and go after it regardless of your age.“It’s only too late if you give up. If you’d never run a mile and I told you to run a marathon today, that would seem impossible, too, wouldn’t it? What smart runners don’t do is go out and try to sprint 26 miles the first day. They build up to it. Learning to save is a lot like exercise. You need to build up gradually. You don’t go from saving nothing to saving $2,700 a month. That’s absurd. You’ve got to start slowly. You need to keep it simple. Whether you know it or not, there is a way you can spend less and save more – and if you do that you can almost certainly start late and finish rich. And if you spend less, save more, and EARN more, you can definitely start late and finish rich – even richer than you might have if you’d started early. Easier said than done, you say? Absolutely. But trust me – if you do it right, it’s not nearly so difficult as most people think. It’s certainly not impossible. I’ve seen plenty of people do it. And I know you can do it too!””
– David Bach


			

			About the Author

			DAVID BACH is a financial educator. He is the author of several widely acclaimed books including The Automatic Millionaire, Smart Women Finish Rich and The Finish Rich Workbook. David Bach also gives keynote speeches and has developed a seminar series which focuses on personal financial planning. Prior to starting his own firm, Mr. Bach was a senior vice president of Morgan Stanley and ran a managed investment fund.

			The Web site for this book is at www.finishrich.com.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of Start Late,
Finish Rich (David Bach)

			Strategy #1: Lighten Up

			Everyone always says, “Gee, I wish I had started saving more when I was younger”. Get over it and give yourself a break. Acknowledge that yes, it would have been nice to start earlier, but you didn’t, so concentrate on moving forward from where you are now. It’s never too late to get started if you’re genuinely determined to finish rich.

			If you’re completely honest with yourself, there are probably some very good reasons why you haven’t got around to doing much about your retirement planning until now. For example:

			
					Life may have thrown you some unexpected financial setbacks – the death of someone close to you, divorce, illness, poor career choices, lack of education, etc.

					Unfair things may have happened to you in the past – financial dealings with dishonest people, companies going into bankruptcy through no fault of your own, etc.

					You may have meant to get around to saving some money but there were always pressing financial needs elsewhere.

			

			It’s time to acknowledge that you can’t go back and fix the past. If you don’t bury the past, your financial future will always be held hostage. It’s time to stop thinking about what went wrong in the past and start focusing on where you want to be in the future financially.

			Try throwing your own “Goodbye to What If’s” party. Take a blank sheet of paper, and write down as many of your own personal “If only I had....” statements as you can think of. Be completely candid, and write down everything you’ve been mulling over for years. When you’ve finished making that list, invite a friend or a few friends over and literally set fire to your list.

			Move onwards and upwards. Put aside worrying about whether life has been fair in the past and focus on moving forward from where you are right now. Forget all your “woulda-coulda-shoulda” scenarios and start acting to have a better future.

			“The interesting thing about finishing rich is that ultimately it’s not about the money. What it’s about is the feeling of freedom that comes from knowing you are doing something about your worries and fears – that you’re in control of your destiny, and not at the mercy of forces beyond your control. It’s about the satisfaction that comes with ‘buying back your life’ from living paycheck to paycheck. It’s about having the security and independence to focus on LIVING MORE instead of just having more.”

			– David Bach

			“Too many people (maybe you’re one of them) are working so hard to pay their bills and get ahead that their lives have gone missing. It’s time to change. They – and you – deserve better. Many people wish for a better life. Smart people learn, plan, and take action to get a better life.”

			– David Bach

			“Particularly if you’ve started late, the only way you can live and finish rich is if you begin making it happen. The time to start is today.”

			– David Bach

			“It’s never too late to start.”

			– David Bach

			Strategy #2: Spend Less

			Almost everyone makes enough money over the course of their life to be wealthy. The problem isn’t so much how much you earn, but what proportion you spend and what proportion you save. Before you worry about earning more, find some practical ways to save a greater percentage of what you already earn.

			“If you’re at all normal, when your income jumps, so does your spending. It’s just a fact. We earn more, and then we spend more. Then we need to earn even more, and then we end up spending even more. And if we’re not careful, the more we owe.”

			– David Bach

			To finish rich, you need to break this vicious cycle and find practical ways to save a greater percentage of what you earn every year. Four practical things you can do to spend less are:
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			1. Turbo charge your “latte factor”

			Your “latte factor” are all the small unnecessary things which you spend money on every day. If instead of spending five dollars a day on buying a double latte on your way to work, you’d have $25 a week that you could save towards your future.

			Your “double latte factor” is to look at all your fixed recurring expenses – the various things you pay for but never have the time to actually use. This often includes items like premium TV channels, DVD subscriptions, health club memberships, bottled water deliveries, and so on.

			If you go through your life, you’ll find all sorts of areas where you can cut back and save a few dollars every day without even impacting on your current lifestyle. Take action. Start saving that money now, and redirect it into a savings and investment plan. Just a few dollars a day can make a huge difference if you’re consistent and if you let your investments run for decades without touching them.

			Saving what you spend on your latte factor or your double latte factor can really add up when you take the money saved and invest it in something that will earn a 10% annual rate of return:
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			2. Transform credit card 2 debt into wealth

			“A big part of starting late and finishing rich is learning how to deal with debt in a smart way. Unfortunately, many of you who are starting late aren’t just starting from zero. You’re starting from less than zero. Most people owe money on their credit cards – and a huge number don’t pay much more than the minimum due when their bills arrive each month.”

			– David Bach

			Most people focus on the wrong enemy when they think about fighting their way out of credit card debt. You’re real enemy isn’t the amount you owe. It’s the amount of interest you’re obligated to pay on what you owe. If you can find a way to cut the interest rate, credit card debt then becomes much more manageable.

			The key to doing this is to search out credit card companies which are running low-or-zero-interest-rate promotions and transferring your credit card balances to them. You then make certain you make every payment on time so you don’t incur any late payment fees or other penalties. If you do this, then every dollar you pay to a credit card company is reducing your debt rather than going towards paying interest.

			The credit card market is very competitive. New companies are entering this market all the time, and they are prepared to make introductory offers of zero interest on credit card balance transfers to get a foothold in the market. The card companies are betting that they’ll still make money if you miss a payment or two over the course of a year.

			So here’s what you should do:

			
					Find out how much interest you’re currently paying – by going through all the fine print that comes with your credit card statement each month.

					Find out what the competition are offering – by seeing their advertising or by using resources like www.bankrate.com, www.cardweb.com or www.lowermybills.com.

					Talk to someone like a supervisor at your current credit card company – and ask them to lower your interest rate to match what a competing bank or credit card company is offering. You should also ask your current company to waive all late fees and annual fees in order to keep your business.

					If you get a negative response from your current company, consolidate all your credit card debt on the one credit card account offering zero interest – so you have just the one credit card company to deal with.

					From this point on, make a commitment that you won’t run up any bills that you can’t pay in full each month – and stick to that commitment religiously.“You can’t finish rich is you’re carrying credit card debt. The only time borrowing makes sense is when you do it to buy something that can go up in value, like a house – and even then, you want to pay off the loan as soon as possible. There’s an old commonsense saying: ‘If you don’t have the cash, don’t buy it’. Hello! That’s a pretty darn simple saying that works really well. You only want to borrow to get rich. You don’t want to borrow to look rich! You don’t want to lease your lifestyle. If you are borrowing to look rich, you are guaranteed to stay poor. If you’re in a hole, stop digging. If this means putting a spending limit on yourself, do it.”
– David Bach


			

			3. Pay off debts while also paying yourself

			While paying down your credit card debt is a high priority item, you can’t put off starting to save and invest for your future until you are debt free. That may delay your savings program by ten or twenty years, which can make a huge difference to the total amount of wealth generated with compound interest. Therefore, at the same time as you’re paying down your credit card debt, you should also be paying yourself.

			To be more specific, this should be a 50/50 split:

			
					Try and find $20 a day that you are currently wasting by eliminating any latte factor or double latte factor expenditure.

					Pay $10 a day off on your credit card balance in addition to the monthly minimum which you are already paying. If you haven’t consolidated all your credit card debt, pay off your smallest balance first. As you pay off each balance, close the account.

					Add $10 a day to your savings and investment program. That way you can start accumulating wealth at the same time as you are getting your credit card debt tamed.“The bottom line here is that while you want to get rid of your credit card debt as quickly as possible, you also need to start building a nest egg for your future as quickly as possible. I call this approach, ‘Bury the past and jump to the future’.”
– David Bach


			

			4. Beware of the people who offer “quick fixes”

			There are a new breed of scam artists at work in the community these days. These people offer quick “get out of debt” and “fix your credit” programs that involve you paying them for their help. However, unlike legitimate credit counseling agencies who provide these services for small fees (typically $25 a month), unscrupulous people come along and charge exorbitant fees.

			Beware of anyone who offers a “quick fix”. To find a credit counselor you can trust, try asking around your friends or relatives. If nobody can refer you to someone good, use the Consumer Credit Counseling Services (www.nfcc.org). You can also check with the Better Business Bureau and other state agencies to check the counselor you’re planning to use is known to them. If at all possible, go and visit the offices of the company so you can be sure it actually exists in the real world and isn’t just an e-mail address or Web site anyone could have set up.

			“Carefully read through any written agreement that an agency asks you to sign. The agreement should describe in detail what services will be performed, how much you will have to pay for those services, how long it will take to achieve results, the exact nature of any guarantees that may be offered, and the organization’s legal name and address. Make sure your creditors are willing to work with the agency. If they are follow up with them regularly to make sure your debt is being paid off.”

			– David Bach

			“It is virtually impossible to tell the honest, caring agencies form the rip-off artists simply by looking at a TV ad or making a quick phone call. Don’t be fooled by hard-sell pitches on television or the internet that promise to solve all your debt problems. Talk to some satisfied customers first, and find out exactly what they can and can’t do to help you.”

			– David Bach

			Strategy #3: Save More

			On average, most people end up saving only about 2% of their disposable incomes each year. That’s not enough to work with if you aspire to start late but still end up rich. Realistically, you need to work up to saving about 25% of your income. It might take a few years to get to that level, and that goal may seem out of reach when you first contemplate it, but this is the type of commitment you do need to be making to funding your retirement plan.

			“I’ve always believed that to be fair to yourself and your future, you should pay yourself first at least one hour’s worth of income every day. As a late starter, your goal should be to pay yourself two hours’ worth of income every day. I know this probably seems an impossibly ambitious goal, but you don’t prepare to run a marathon by trying to run 26 miles the first day of training. You build up to it gradually. Same thing here. You may want to start by paying yourself first just 30 minutes a day of your income (that’s about 6%). Then, in six months, go to one hour a day (around 12%). Then, six months after that, to an hour and a half of your income – and so on until you get to the point where you are saving two hours a day. I’ve also coached people to gradually increase their savings by 1% a month for two years (at which point they are saving more than 25% of their income).”

			– David Bach

			To build up to saving substantially more of your income, there are four practical things you can and should do:
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			1. Always pay yourself first

			Obviously you should pay yourself before you pay the government taxes, otherwise tax will take a big chunk of money you could otherwise be saving towards your retirement. You do this quite legally by opening a tax-deferred retirement account. These accounts come in a variety of shapes and sizes, and are typically called 401(k) plans, 403(b) plans, Individual Retirement Accounts (IRAs) or SEP IRAs.

			All you need to do is open one of these accounts and start putting a hopefully increasing proportion of your income into it. As

			
			
			2. Make your savings program automatic

			
			
			
					Sign up with your employer’s self-directed retirement account – in whatever format your employer has established these types of accounts.

					Find out how much is the maximum amount you can contribute to the plan. (In 2006, this is about $15,000 a year until age 50, and then $20,000 a year after age 50.)

					Set up an automatic deduction from your paycheck for a set percentage of your income – so that you’re contributing the maximum amount possible to your company’s retirement account each year.

			

			
			
					Asking your employer to set up an automatic payroll deduction for you – with the money going directly to your IRA account.

					Have a weekly automatic deduction from your checking account to your IRA – a service many banks now offer online.

			

			
			
					www.sharebuilder.com

					www.fidelity.com

					www.ingdirect.com

					www.schwab.com

					www.tdwaterhouse.com

					www.vanguard.com

			

			3. Have very boring investments

			
			
			
					Put one-third of your assets in real estate – either by owning your own home, by purchasing and maintaining some rental properties or by investing in some real estate investment trusts (REITs). You should buy an REIT Index Fund rather than invest in an individual REIT because it’s too easy to get this wrong if you don’t know enough about them. A good Web site for this type of investment is www.ishares.com.

					Put one-third of your assets in stocks – again by investing in a mutual fund rather than in individual stocks. Mutual funds make sense because they provide:	Instant diversification of hundreds of stocks.

	Professional money management.

	Greater efficiency because of lower brokerage fees.

	Liquidity – the ability to sell at any time.

	A lack of excitement and predictability – which is good.




					Put one-third of your assets in bonds – again by using exchange-traded bond mutual funds. A good Web site for this type of investment is at www.ishares.com.

			

			
			
			
			
			
			4. Become a homeowner – and pay it off fast

			
			
			
					You get the pride and control which comes from owning your own house rather than having to run every request past a landlord.

					Buying is a lot cheaper than renting. If you pay $1,500 rent for 30 years, you’ll spend $540,000 and have nothing to show for it at the end of that time. You could buy and own a house for much less than that.

					Houses are a good investment. Over time, they always appreciate in value unless there are major and obvious external factors involved.

					The government wants you to become a houseowner, and therefore there are loads of local, state and federal agencies set up to help renters become homeowners, particularly first-time buyers. (For more information, go to www.hud.gov.)

					You don’t need a huge down payment to buy a house because many lenders will finance as much as 95% or even 100% of the purchase price if you’re a first-time buyer.

					You can buy a house even if you have less than perfect credit or just an average income. Mortgage lenders might charge extra interest if your credit is genuinely poor, but they will still be willing to lend.

					It’s never too late to get started, even if you’re in your fifties or sixties. Mortgage lenders will still lend you money to buy a house at any stage of your career. And you’ll still have to live somewhere, regardless of your age, so why not live in your own home rather than renting?

			

			
			
					Instead of making monthly mortgage payments, make biweekly payments. In other words, if your mortgage payment is $2,000 a month, set up your repayments so you’re paying $1,000 every two weeks.

					Doing this means over the course of a year, you’ll make 26 bi-weekly payments instead of 12 monthly payments. That means over the years, you’re regularly paying one extra month’s worth of repayments in advance.

					The impact of making that extra payment each year can be impressive. Instead of taking 30 years to pay off a mortgage, you’ll be able to do it seven years earlier – which will save you tens of thousands of dollars in interest you don’t have to pay.

			

			
			
			
			
			
			1. Get a raise from your current employer

			
			
			
			
			
			
			
			
			
					What is the most important thing I do for my boss?

					What does my boss think I am uniquely talented at?

					What is my boss afraid to tell me about my performance?

					What would my boss say I should do to add more value?

					What could I do to be my boss’s “dream team” employee?

					Would my boss hire me today if I wasn’t already employed?

					What would my boss say it would take for me to get a raise?

			

			
			
			
					The Pareto Principle – which states 80% of the results will be generated by 20% of the people.

					The 20/60/20 Principle – which states 20% of the people have no clue what’s going on, 60% want to find the clues but only the top 20% have a clue what’s going on. And within that top 20% will be small group who own the clue and who keep things moving forward.

			

			
			
			
			2. Become your own boss – but keep a job

			
			
			
			
			
					Make a decision – to start a home business that you want to build into something substantial. Don’t just sit and think that sounds like a good idea. Get into action. Don’t wait years for just the “right” business to come along. Get started.

					Get help – from people who can progress your business. Probably the best source of help for home based businesses comes from the Small Business Administration (www.sba.gov). Take advantage of everything that’s available.

					Keep everything legal – by setting up the most appropriate structure, by registering for and paying all your taxes, by complying with business requirements like licensing, by filing all necessary returns and so forth.

			

			
			
			
					Buy and sell things on eBay – the ultimate online marketplace. As of April 2004, eBay has over 100 million registered users, and an annual turnover of $23 billion worth of transactions. It is estimated around 43,000 entrepreneurs use eBay to generate incomes of between $100 and $1 million per month. If you’re an astute buyer, you can use eBay to buy things cheaply and then turn around and sell those same items at a higher price again on eBay. This is also a low cost way to offer your product or service to millions of potential buyers.

					Get into a reputable direct selling or multilevel marketing program – and build up your organization. Sure, the industry has attracted more than its fair share of shady operators and pyramid schemes in the past, but there are also some very sound direct selling opportunities worth considering. To find the right company to go with:	Only get into a business you are passionate about.

	Only sign up with a reputable, established company.

	Visit the company headquarters and meet the management.

	Read the company’s financials and annual report.

	Check with the Direct Selling Association. (www.dsa.org).




					Look into purchasing a franchise – which essentially means you’re buying into a proven system. Franchising is not ordinarily something you can get into in your spare time, so look at this in more depth if you’re considering looking for a new career path. Franchises come in all shapes and sizes and differing financial commitment. Entrepreneur Magazine (www.entrepreneur.com) specializes in franchises and has loads of information available. Before you actually commit to buying a franchise:	Read their formal Uniform Franchise Offering Circular.

	Talk to some people who already owns a franchise.

	Try and work at a franchise for a while before you decide.

	Look at buying an existing franchise business first.

	Look for franchises that are growing rapidly.

	Watch out for undercapitalized franchisers.




			

			3. Invest in real estate on the weekends

			
			
			
			
					You can create a regular monthly income.

					You won’t need to hire any employees to achieve this.

					Real estate doesn’t take a lot of time.

					As property values increase, so does your net worth.

					You can structure real estate to have low tax liability.

			

			
			
			
					Decide where you’re going to look – which should be somewhere close to your home. A good rule-of-thumb is to tell yourself you’ll look for properties within a 10-minute drive of where you live.

					Get your credit sorted out – so you can present your financial affairs in the best possible light. Be prepared to detail your current income and employment status, how much debt you currently owe and what kind of payment record you’ve compiled over the years.

					Get pre-approved for a real estate loan – so you know in advance how much you’ll be able to borrow and therefore what price range you should be focusing on.

					Find a good real estate broker – and get them to take care of all the paperwork. You also get them to write up all your offers and to present them to sellers.

					Start going to open houses – and do your homework on what price houses in your area are selling for at present. Do this consistently, and you’ll get a good feel for real estate values.

					Once you find a good deal, stop looking and start buying – remembering that you’re going to buy a house that you’ll move into yourself.

			

			
			
					Be among the first to buy in a new development – and then be prepared to onsell your interest for an immediate profit if the demand turns out to be very strong. (Be careful though – real estate markets go down as well as up).

					Look for properties that offer special tax breaks or abatements.

					If you own your own business, buy a building for it – and make yourself rich with the rent you’d otherwise be paying to someone else.

					Use purchase options astutely – to tie up big real estate purchases. You can then sell your option for a profit.

					Let the government help you buy a home – by using the various programs which they offer first-time buyers. There are tons of government programs which are in existence. Take full advantage of everything on offer.

					Use lease-to-purchase transactions – where you rent a house with an option to purchase it at a set price in the future. If the house appreciates in value, it will be easier to buy because the bank will be willing to lend you more.

					Look for foreclosures – or auctions run by mortgage companies. There are still good deals to be had in this area.

			

			
			
			
			
			
			
					Start giving a set percentage of your income to help others – by deciding what percentage of your income should be used in this way in advance. In the Bible, it talks about a “tithing” as giving one-tenth of your income to charity. Perhaps that is a good starting point for you to consider working from. You can then adjust the amount you give to worthy causes upwards or downwards according to your own preferences and beliefs. If every company in the world was to donate 10% of its profits to charity, the flow-on effects would be dramatic. Whatever you decide, make your contribution automatic, in just the same way as paying yourself is automatic rather than discretionary. There are also a host of great Internet resources which can help you decide where to give:	www.justgive.org – identifies charities you can support.

	www.give.org – collects and distributes information.

	www.guidestar.org – nonprofits and foundations.




					Give back a percentage of your time – and get personally involved in some worthy causes. There are loads of charities who could use your help. Giving some of your time can be much more emotionally rewarding than simply writing them a check. Charities are driven by the passion and enthusiasm of the people who get involved, so by being hands-on, you’ll gain a greater appreciation for what needs to get done. You’ll also have the opportunity to change someone’s life, which can be enormously rewarding. Some Web sites that can help you decide where best to volunteer your time are:	www.networkforgood.org – lists worthy organizations.

	www.volunteermatch.org – matches interests and needs.

	www.volunteersolutions.org – another matching service.

	www.idealist.org – over 40,000 nonprofits in 165 countries.

	www.charities.org – federation of charity organizations.

	www.nationalservice.org – service organizations.

	www.nvoad.org – coordinates planning efforts.

	www.mentoring.org – mentoring advocate site.

	www.campfire.org – youth development programs.

	www.savethechildren.org – child assistance.

	www.doctorswithoutborders.org – health care.

	www.ymca.net – involvement opportunities.

	www.score.org – business counseling.

	www.standupforkids.org – volunteer organization.




					Learn how to live rich – that is, live a life that’s in line with your value system right now rather than waiting until you’ve got it made. Real life is different from a video game because there’s no “do over” button. You don’t have to wait until you “retire” or “have enough money in the bank” before you start doing what matters most to you. The joy should start right now. Your journey towards the goal of finishing rich should be filled with personal satisfaction and joy, not drudgery. To achieve this in practice:	Write down what makes you genuinely happy.

	Stop judging yourself.

	Give yourself permission to have fun on a regular basis.

	Stop judging others. It will only frustrate you.

	Pursue some fun activities with a vengeance.

	Make living a rich life your top priority.




					Raise smart kids – and help them avoid getting started late on the goal of finishing rich. If they can avoid just a few of the mistakes you’ve made, it will make you feel like you’ve succeeded. Specifically:	Teach your kids to become owners rather than employees.

	Teach your kids to always pay themselves first.

	Teach your kids to do good things automatically.

	Help kids learn about the miracle of compound interest.

	Teach your kids to buy their own home rather than rent.

	Educate your kids about credit cards and the debt trap.

	Help your kids develop a saving habit.

	Encourage kids to buy things for cash, not on credit.

	Teach your kids to give something back to the community.

	Explain what you did wrong with your money.

	Teach your kids to control their own destiny.

	Encourage your kids to dream big dreams.
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