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Introduction

 


This take-home course it has not
been written by an intellectual looking in on the financial world
but by an accountant, business owner, lecturer and corporate
trainer who has worked in the system and who has helped hundreds of
people (and businesses) to achieve a better financial position.

 


I have known great career
success as a businessman and I have had to start again. More of my
story is at the end of this course and it’s enough to say, right
now, that I’m an ordinary, fallible human who has been tripped up
by life and got up … again and again.

 


I cannot separate my financial
success from my relationship success or from my state of mind. When
I was angry at or jealous of others, my life didn’t flow … and nor
did the money. When I got that and started working on my anger and
my sense of missing out, money, relationships and lots of other
things came right.

 


Every part of us is brought to
bear on our finances. I have known people who have cheated on their
spouses (or others) and who think they can still have success at
work – it never works. When our minds are tuned to our integrity
and with the great wealth of abundance in all things (happiness,
friendships, assets, family values and inner contentment) we are
then, and only then, able to become magnets of wealth and financial
opportunities.

 


As well as the psychology of
wealth, this course will also give you practical, day-to-day
techniques and exercises to release you from debt and lead you into
financial freedom. As your financial problems are released and
greater financial opportunities come to you, so will other problems
(relationships, career, health and so on) be released and new
opportunities be presented to you.

 


I know you’ll enjoy the journey
as we work together to tackle your financial problems and make a
positive difference in all areas of your life.

Let’s start!
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The Current Financial

 


Firstly, we’ll look at the
macro-economy – the finances of our nation – to give us insight
into our micro-economy, our personal finances. Between us and our
government, we have all borrowed a great deal of money!

 


Our Government Debt Figures

From figures published February
18th 2010, UK public sector (government) net debt was £848.5
billion, which is 59.9% of Gross Domestic Product
(GDP).1

 


The annual government borrowing
(PBR) forecast for 2009/10 is for net borrowing of £178 billion or
12.6% of GDP.

 


Since 2008, the UK national debt
has increased sharply, mainly because of:

 


​
Economics recession - lower tax receipts, higher spending on
unemployment benefits, and

Financial bailout of Northern
Rock, Royal Bank of Scotland and other banks.

 


Although 60% of GDP is high,
some countries have a much bigger problem:


	
The US has a national debt of
71%,



	
Italy has a national debt of
100%, and



	
Japan has a national debt of
194%.





 


Also, the UK has had much higher
national debt. For example, after the Second World War it was over
180% of GDP.

 


The nationalisation of Bradford
& Bingley and the Government purchase of shares in major banks
like HBOS will cause even more borrowing. It is estimated national
debt could rise close to 100% of GDP by 2012.

 


However, it is argued that UK’s
national debt is actually a lot higher. This is because national
debt should include pension contributions and private finance
initiatives PFI which the government are obliged to pay.

 


In 2009, Standard & Poor
downgraded the outlook for Britain’s AAA rating from stable to
negative. On 10th May 2010, the European Commission concluded in a report
that Britain’s budget deficit will hit 12 percent of GDP
this year. That’s worse than Greece after factoring it the cuts
it already plans.

 


The Centre for Policy Studies
(at end of 2008) argued that the real national debt is actually
£1,340 billion, which is 103.5% of GDP. This figure includes all
the public sector liabilities such as pensions, Private Finance
Initiative contracts (e.g. Northern Rock liabilities) and so
on.

 


So, even the experts cannot
agree about the size (or remedy!) of the problem. However, what we
do know is that Britain has had higher debt in the past and, right
now, it is one of the highest debt nations in the world – it will
take a very long time to bring that debt down.

 


Our Personal Debt Figures

On a more personal level, the UK
has become a nation of borrowers. The savings ratio has fallen and
an increasing number of consumers have taken on dangerously high
levels of personal debt.

 


The UK is experiencing record
levels of personal debt. Statistics from April 2007 suggest that
debt levels in the UK have increased to £1.3billion. Britain’s
consumer debt mountain has topped £1.3 trillion in April 2007. This
is more than the UK’s total GDP.

 


To be fair, a high percentage of
this debt is secured against the value of houses. With UK house
prices rising, most homeowners have assets greater than the value
of their mortgage debt. However, stripping aside mortgage lending,
there are many reasons to be worried about the UK’s growing debt
levels.

 


Rise in Student Debt

UK student debt has increased to
over £14billion. This means that many students are leaving
university with large debts. This makes it particularly difficult
for them to enter the housing market. This means that debt issues
are much worse amongst the young, contributing to intergenerational
debt problems.

 


Rise in Extreme Debt

The number of people in debt by
over £100,000 has doubled in recent years.

 


Increase in Bankruptcies

There has been a worrying
increase in the number of bankruptcies, partly due to the ease of
declaring bankruptcy and also due to debt problems.

 


Economic Effects of Debt

Risk to households who fail to
meet loan repayments - repossession and bankruptcy.

 


The economy is very sensitive to
any interest rate rises. This could be a problem in an economy
characterised by rising cost push inflation.

 


High levels of debt mean the
economy is more vulnerable should people wish to switch to being
savers. UK economic growth has come to rely on a low savings rate
and high levels of consumer spending. If the situation changes,
people may become pessimistic and start saving. This could cause a
big downturn in spending and could lead to a recession.

 


Financial Instability. The
recent US sub-prime crisis shows how vulnerable the financial
sector is to a rise in loan defaults. Loan defaults do not just
affect the bankrupt and the individual mortgage lender. They affect
the whole financial sector, leading to a freeze in lending and
rising cost of mortgages. This can dampen growth and lead to
recession.

 


A culture of spending has left
many people reluctant to take frugal steps with their finances.

Large current account deficit.
The high levels of personal spending and low savings is one factor
behind the current account deficit, which is approaching 5% of
GDP.

 


The problem of consumer debt is
compounded by high levels of government borrowing.

 


So, both the economy and the
individuals in it are in a high-debt situation and, because of our
free-spending habits, this is not likely to change quickly.

 


With this course, however, we’ll
help you reverse your indebtedness quicker than the average person
in Britain, and start amassing large savings.

 


1Source: Office National Statistics, UK. GDP is the total
market value of all final goods and services produced in a country
in a given year. If it was a business, we would call it
sales.
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Where Are You Now?

 


Before you can start to change
or improve anything, you need to know exactly what it is you’re
changing. Adding 10% to “I don’t know” or 50% to “I haven’t a
clue!” makes no sense at all. It’s obvious, then, that you need to
be very clear and honest with yourself about exactly where you are,
financially.

 


Clear Written Goals

Writing out your goals, clearly
and specifically, will help you focus on what’s really important.
It will also help you resist the small, fleeting pleasures that may
have caused your debt problems.

 


Openness & Clarity with
Yourself

So, the first exercise is simply
to be very clear about where you’re at, right now. At this stage,
you do not need to do anything about your situation – just be
totally honest with yourself about your assets, liabilities, income
and spending. Writing creates clarity and speeds your change.

 


Exercise 1

On a blank piece of paper or
note book, write:

 


The list of assets you have,
along with an approximate value of each one. Calculate the total
amount of these assets.

 


The list of people/companies you
owe money to, along with the current debt amount for each one.
Calculate the total amount of these liabilities.

 


Now take your total liabilities
figure away from your total assets figure and write that difference
figure down. This difference is what we call your net worth.
If your net worth is a positive figure (assets more than
liabilities), this is a good start. If it is a negative figure
(liabilities more than assets), you are technically insolvent,
which means you cannot pay your debts as they fall due.

 


Write down your income from all
sources – wages, salary, interest, profits, government welfare
receipts, rent and so on. Total all your income on a weekly or
monthly basis.

 


Write down all your regular
expenses on a weekly or monthly basis and total them – use the same
basis as you did for your income.

 


Take your total expenses from
your total income and write this figure down. This difference is
what we call your net income. If it’s positive, that’s a
good start and if it’s negative, you’re going backwards – your
debts (liabilities) will be getting bigger and bigger.

 


How did that exercise make you
feel? ……

 


What did you learn from it?
…………

 


Openness with
Spouse/Partner

Recent research by Tesco Bank
shows that 21-35 years olds have no qualms about sharing “love,
life and money”, and are happy to reveal details of their earnings
and savings. Unlike previous generations for whom money has
traditionally been a difficult subject to broach, this age bracket
- dubbed ‘the Facebook generation’ - see no problem with discussing
their finances.

 


Being used to sharing their
lives on websites like Facebook and Twitter, this level of openness
seems to have led to a breakdown in the social conventions that
prevent talking publicly about money.

 


The research shows that 80% of
couples aged between 21-35 regularly discuss money management,
which is an encouraging development, considering the detrimental
effect that debt can have on a relationship if kept secret.
Similarly, 75% would happily discuss the value of their life
savings.

 


The consequences of keeping
quiet about money worries have been well-documented. Finances are a
factor in many break-ups, and recent Financial Services Authority
(FSA) research shows that up to 24% of UK adults are hiding some
form of credit from their partners. So, on one hand it is positive
that many younger couples are comfortable revealing all about their
financial situations, but on the other, it’s essential that these
discussions are constructive and truthful.

 


Make sure your financial
expectations and priorities are aligned when you live with a
partner. This is particularly important if you plan to pool all or
a proportion of your incomes.

 


You’ve been open and honest with
yourself with Exercise 1. Now do that with your spouse/partner, to
help your relationship and your finances:

 


Exercise 2

Show each other the results of
doing Exercise 1. There may be some surprises here (good or bad!)
and the discipline in this exercise is to suspend judgement. Simply
share the facts of your respective financial situations to get to
know each other better. Again, there is no need to do anything
except thank your partner for being so courageous, open and
honest.

 


Now, go back to your paper or
note book and start writing, without looking at what each other is
writing:

 



	
What are your savings goals each
week or each month?



	
What kind of spending is
acceptable to you on holidays
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Why People Get into Debt















































How to Step out of Debt
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