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About the Book

Anyone can be better off – you just need to know how...

Packed full of practical financial advice, The Money Magpie shows you how to spend less, make more and invest what’s left over, even in hard times.

TV money expert Jasmine Birtles will show you how to:


	get the best deals on utilities, credit cards and food

	assess and manage your finances with clear, easy-to-follow techniques

	make more money instantly using what you have already

	work out a long-term plan for increasing wealth that fits into your lifestyle



With handy self-assessment quizzes, brilliantly simple advice and ideas that mould around the way you live, The Money Magpie will teach you how to be rich, whatever your situation.


About the Author

Jasmine Birtles has a background in financial and business journalism as well as being a TV presenter and humorist. She writes for the Mirror, the Independent on Sunday, Cosmo, Glamour and Essentials and has a daily column in the Express.

Jasmine appears regularly as a financial expert on GMTV, This Morning, The Wright Stuff, BBC Breakfast, Working Lunch, Tonight and all the news channels. She also presents online for BBC RaW Money, helping with financial literacy and skills for everyday life.
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To the Moneymagpie.com team. Thanks guys!


introduction

Why Do You Need This Book?

WELCOME TO THE start of your new life as a Money Magpie! I launched Moneymagpie.com in April 2007 because I wanted to give people friendly, easy and fun information on making, saving and managing money. It’s a free site about living a richer life – in all senses – and it’s got lots of laughs in it!

I got into financial journalism because I realised that, actually, managing your money and getting rich are not difficult things. In fact, they’re pretty straightforward if you have the basic knowledge and you’re willing to take it gradually.

But that’s the problem – most of us don’t have that knowledge and we get taken in by promises of get-rich-quick schemes.

We get into debt and make very bad financial decisions because we haven’t been taught about money at school, and most of us had parents who didn’t know a lot about the subject either. It doesn’t help that the way money is presented by most financial institutions (and much of the media) is so confusing and frightening that most people don’t know where to start. So they don’t.

I’m regularly asked on to television or radio to explain ‘in simple terms’ some new financial product or economic situation we’re facing. I also often appear on television giving people new and different ideas for making money on the side or showing how they can get things for free or very cheap. You will find all these things in this book.

You will also find them on Moneymagpie.com. The site has information on hundreds of ways to earn a bit on the side and be clever with your money day to day. We add up-to-date information and advice every week so make sure you’re signed up to the free weekly newsletter.

The other reason to sign up to the newsletter, and read the whole of this book, is because everyone needs a lot more financial knowledge now than they did just a couple of decades ago. We’re in a new age economically. We’ve come out of the ‘golden age’ when we could depend on the State to provide for us. Our parents and grandparents took it for granted that the State would provide some sort of liveable pension, that they could get most of their healthcare free on the NHS and that education was free.

Not only that, but until the 1980s there weren’t too many financial products that we Brits had to bother about. We had a current account, a bank manager who was cautious and would ask all sorts of questions if we wanted to borrow money, and we probably had some savings in a building society. Most of us had a job for life (or at least expected one) and those jobs often had pensions attached – sometimes nice, fat, final-salary pensions. Some of us who were a bit daring had some stock market investments but that sort of thing was mostly left to the ‘professionals’ in the City.

But that all changed in the 1980s – even though most of us didn’t notice. We have only just started to notice now, and that’s really only because of the financial turmoil of recent years.

In the 1980s many of the State provisions started to drain away – university and college education was starting to cost; we were encouraged to opt out of the State Second Pension and the main State Pension was already too low for most people to live on. At the same time, we had greater access to increasingly complex – and often financially dangerous – financial products. These included credit cards, bigger and more complex mortgages (such as endowment mortgages), stock market investments and new types of bonds and other odd-sounding investments.

What we didn’t have was the knowledge and skill to use them properly.

We still don’t. That’s why most of us have money problems now. We’ve been like children playing with fire and we’ve been badly burned. It’s also why the banks and other financial providers got away with behaving so selfishly for so long. We let them.

So we’re in a whole new world economically and financially. The difference, now, is that we know we are – and it’s upsetting us. That’s where this book and the Moneymagpie.com website come in. The point of them both is to give you the knowledge, the power and the tools to make the most of the money you have, earn more if you want to and make your own future secure, whatever governments and financial institutions try to do.

 This book will give you all the power you need. In fact, it will show you the power you already have – you just didn’t know you had it. It will help you:


	Get out of debt.

	Learn to spend and save cleverly.

	Find fun ways of making extra cash on the side.

	Understand how to invest in great products for a rich future.



It will also, I hope, take away the fear and mystique from your finances. Money is not to be feared or revered. It’s there to support your life and help you do what you want to do.

Think of money as something you sit on. That’s where it should be in the grand scheme of things – under your control and in its place. Not over your head, pressing down on you. Not far away, escaping your clutches. Not in front of you as a golden statue to be bowed down to. It should be in its box, in its place, serving you and not dictating to you. The more we learn about money – how to use it, how not to abuse it and how to make it work for us – the more confidence we have and the smaller the ‘Money Monster’ will become.

Becoming a real Money Magpie and getting control over your finances is a step-by-step process. This book will take you through those steps. In a nutshell, you will:


	Throw off old beliefs, limitations and indoctrinations from parents or your upbringing.

	Accept no limitations to your potential.

	Get a plan.

	Get out of debt.

	Plug the holes in your money machine by cutting out overpaying for essentials. See Chapters 5 and 6 for loads of ideas on how to be a really smart spender and never pay more than you have to for anything.

	Insulate yourself even more by cutting down on inessential spending.

	Get into the habit of shopping around and getting the best price for everything (not necessarily the cheapest, but definitely the best value).

	Set up methods of increasing your monthly income, either by increasing your salary or by adding to your income through extras.

	Build up solid foundations by getting the savings habit.

	Invest for now. Put money into assets like your home or other products that offer you a good return.

	Invest for the future. Invest regularly into simple, straight-forward products. Spread your money across various ‘asset classes’ such as the stock market, pensions and property.

	Set up streams of income that will keep bringing in royalties, rent, dividends or interest for little effort for years to come.

	Live! Continue the habit of living well, not wasting money on junk but spending it on things you love. Keep an eye on your investments and on your spending here and there but don’t become obsessed. Money is there to help your life; it is not something to live for.


By the end of this book you will have the knowledge to be in control of your finances rather than letting them control you – I promise!


part one

GETTING THE BASICS RIGHT


chapter one

Quiz: What Money Type are You?

ARE YOU WONDERING how your financial situation compares to that of other people, particularly your friends and family? You might think you’re a complete dunce when it comes to money, but I might have news for you. Take my quick money quiz and find out what state your finances are in. It will reveal whether you’re a beginner, if you’ve got a handle on the basics or if you’re ready for more of a challenge.

Quick Money Quiz

1.   How would you describe your feelings about your money situation right now?


a. Scary. I can’t bear to look at it but I know it’s not in a good state.

b. Half and half. I’m pretty sure I’ve got some things covered, but there are big areas that I just don’t understand.

c. Pretty solid actually. I don’t know it all but I’ve got savings and investments and I like to think I’m fairly sensible about spending.



2.   What did your parents teach you about money?


a. Nothing. They didn’t have a clue. They just lurched from money crisis to money crisis. They’re still having problems and I think I’ll have to bail them out at some point.

b. The basics I suppose – how you shouldn’t spend more than you earn. I haven’t always followed it!

c. They showed me how to budget when I was a teenager. It was so obvious it made sense to me and I’ve done it ever since.



3.   How are you with figures?


a. Terrible. I hate numbers. My eyes glaze over the moment I hear the word ‘percentage’. I’m asleep by the time you mention a ‘pension’.

b. Not great. I can do the basics but I prefer words.

c. Love them. I enjoy doing sums in my head and I don’t understand why more people don’t like maths. It must be that it’s badly taught.



4.   How do you deal with your bills?


a. I ignore them if I can, although I do manage to pay the essential ones eventually. It’s frightening, though. I hate the red demands.

b. I pay them by direct debit. It’s easier and I usually have enough in my account to cover them.

c. I pay by direct debit and I check once or twice a year that I’m getting the best deal. I always end up switching at least one of my utilities to a cheaper version.



5.   Have you got any debts?


a. Have I?! Even my debts are in debt. I’m doing my best to juggle them but I’m losing sleep over it.

b. Mainly my mortgage, but I regularly go overdrawn and I sometimes struggle to pay my credit card bills.

c. My mortgage is the only debt I have/I have no debt.



6.   Have you got any savings?


a. You’re having a laugh, aren’t you?

b. Yes, but I’m still wondering whether the money would be safer under the bed?!

c. Yes, it’s spread about in different banks. I save regularly, and I intend to set up more investments.



7.   Do you know what your monthly outgoings are?


a. No, I just know they’re too much/what’s an outgoing?

b. Not really. Just a vague idea. I cringe a bit if I catch a glance at my bank statement when it comes in.

c. Yes, on the whole. I check them about once a year.



8.   Do you have a budget that you stick to?


a. Nope.

b. Not really. I know I should cut down on my spending, but I manage.

c. Oh yes. I don’t understand how people cope without one.



9.   Can you cook or do you rely on pre-prepared meals and takeaways?


a. I can cook a bit but usually I’m too tired when I come home. And microwave meals are so much more convenient.

b. Yes, but I probably have takeaways too often.

c. Yes, but I eat out quite a lot too.



10.  Do you ever buy things on hire purchase or with in-house finance like you get in car dealerships?


a. Yes, and they’re a real burden. I’m still paying for a sofa that broke last year!

b. No, but I signed up for some car finance that I wish I hadn’t agreed to.

c. No. I would rather buy second-hand or do without than use a hire purchase agreement.



11.  How are you investing for your future?


a. Bah! I can’t even cope with paying for now, let alone the future.

b. I’ve got a bit of money in the company pension and then there’s my cash ISAs. If I had the money I would invest in property.

c. I’m investing in various stocks and share funds although they haven’t done so well recently. I would like to investigate the stock market properly once I have enough money.



12.  What do you think about the stock market?


a. The what? I haven’t got a clue.

b. Scary.

c. Interesting. I wish I could make money from it.



13.  Do you like your job? Would you like to do something different?


a. I’d love to do something different. I’m waiting until my Lottery win.

b. It’s all right but there are lots of other things I’d like to try.

c. Yes, but I have other plans for later.



14.  If you won millions in the Lottery, what would you do with it?


a. Give up this life and move to a place in the sun.

b. I’d sort my family out, give some to friends and then live the life I want to.

c. I hate the Lottery. It’s a tax on the poor and stupid. I never play it.



15.  Do you have a five-year plan for yourself and/or your family?


a. You’re kidding aren’t you? I don’t even have a five-week plan!

b. Not really. I have some ideas of what I’d like to do with my life and there are a few things I’d really like to do soon, but I don’t know when.

c. Yes, I review it every year or so.



16.  If you have children, have you invested for their education and their future?


a. No. Just getting by day to day takes up all, and more, of my money.

b. I have put a bit by, but I don’t know if it’s enough. We’ve got some children’s savings bonds but universities are getting so expensive I don’t know if they will cover the cost when it comes around.

c. Yes, I invest in stock market funds for them.



17.  Do you own your own home? If you don’t, would you like to?


a. No. I would like to but I don’t see how I’m ever going to afford one.

b. Yes, and the mortgage payments are the bane of my life!

c. Yes, and I can cope with the mortgage payments easily.



18.  How long could you keep going if you suddenly lost your income?


a. About a week, but mainly on credit cards.

b. Maybe a month or so. I’m not sure.

c. Six months. I have enough put by in savings to cover me in case I lose my job.



19.  Have you made a will?


a. No. Why would I? It’s too depressing and, anyway, I’m too young to think of that now.

b. I keep meaning to. I know I should but there are other things that are more pressing.

c. Yes, but I haven’t updated it for a while. I am planning on doing it when the next ‘Will Aid’ month comes round.



20.  What do you think are the economic prospects for our country?


a. Bad. You don’t hear anything but doom and gloom on the telly. I don’t think it’s ever going to get better.

b. Not great. You hear so many different things from people who seem to know. I hope it will get better but it’s not looking good.

c. I think it will get better but we’ve got some pain to get through first. We’re being forced to change our ways and that’s never pleasant.



HOW DID YOU GET ON?

Mostly ‘a’s: Beginner

Now, honestly, believe me when I say this: money is not frightening.

However bad your current financial situation is, or seems to be, you can get out of it and improve your lot. Even if you are horribly in debt and everything seems hopeless, there is always a way out and up. The first step is facing the ‘Money Monster’, which you have started to do by reading this book.

My advice is to read the whole book to the end of Chapter 9 and then go back and read it all again, soaking in the changes I suggest you start making. These include: facing your bills and statements; talking to your creditors; getting a friend to join in with you to give you support; and signing up to all the various money-saving ideas in those chapters.

Once you have made real progress on the basics, including properly managing your incomings and outgoings – and this might take six months to a year or more – then read the rest of the book. A little further on, I’ll let you into all of the secrets about how to set yourself up for long-term wealth by investing and setting up passive streams of income. Oh yes, you can – don’t stop yourself before you’ve even started. Take it ‘baby step’ by ‘baby step’ and one day you will find, to your surprise, that you’re giving your friends tips and advice about their money.

Mostly ‘b’s: Basics Covered

You’ve made a start and you can do the basics, so some of the chapters in this book will be plain sailing for you. Skim through the first few chapters (stopping and making notes anywhere that fills a gap in your knowledge). It sounds like you’re on the right track but you need to build a more solid foundation for your future, give some of your spending habits a kick and plug some holes in your ‘money machine’ where you’re currently losing cash.

Don’t be frightened or too blasé to start investing for yourself. The advice in the investing chapters is broken down into steps so it’s easy to follow. I’ll show you how you really can do it yourself – better than the suited, booted, slick-haired City types. Once you arm yourself with more knowledge, and therefore more confidence, you will be able to get really clever with your spending and even smarter with your investing. Just take it step by step and you will be amazed at how quickly you get the idea, and how easily you change from just getting by to having a surplus of money each month.

Mostly ‘c’s: Ready for a Challenge

All right clever clogs. You really are well on your way to secure finances. I’d suggest you read the chapters on switching, getting good deals on everything and the ones on investing, and making more money. There might be all sorts of tips and hints that could come in handy.

Don’t forget, too, that even if you are good at budgeting, controlling your spending and keeping a lid on debt, there are infinite possibilities open to you for new and challenging goals.

Life is full of all kinds of possibilities for everyone – including any number of money-making possibilities. Take the blinkers off and who knows what you will be able to see and make use of! Because you’re probably naturally at ease with money, you also have the opportunity to share those skills with others. Don’t forget to pass this book on.




What to do now …

[image: image]


	Use this book as a step-by-step guide to your financial life. Read through it and put each of the tips relevant to your stage into practice.

	Join the Moneymagpie.com weekly newsletter (at www.moneymagpie.com) to get exclusive ideas, tips and bargains sent straight to your inbox.







chapter two

Making Plans and Setting Goals

IN THIS CHAPTER I’m going to show you how to plan your financial life and set goals you can achieve. It will cover:


	Setting a plan for long-term growth (see here).

	Setting achievable goals (here).

	How to change negative, old ways of thinking to new, more positive ones (here).



Your Plan for Steady, Long-term Growth

This is not a ‘get rich quick’ book. It’s about slow, steady and safe wealth creation. The majority of wealthy people – those who keep hold of their money for years – tend to be those who built up their wealth over time, not overnight.

Many books about getting rich talk only about the big picture. They make you feel good about taking great leaps and going for the big money. I certainly believe in thinking big, expecting big things and smashing through the limits that the world tries to impose on our expectations of life. However, I know that this way of thinking has to be balanced by looking after the small things day to day. It’s about clever saving, only spending on things that improve the quality of your life, dodging cunning marketing tactics used by those who want to take our money off us, and steadily putting money away each month.

WHERE DO I START?

This is one of the most common questions I’m asked when chatting to people about how to make a meaningful difference to their money management; or, for that matter, about how to get out of debt or get rich.

And the answer? It’s not to retrain or sell your second-hand stuff or rent out your driveway to strangers (although more on that later). It’s: get a cuppa, sit down with your feet up, close your eyes and daydream …

Daydream about what you fancy from your life for the next one, five or fifteen years. Daydream about what you want for yourself, for your family and even for generations to come. Really get into it, picturing what you want – perhaps a life free of money worries, or just a few extra pounds a month, perhaps a new home or a glamorous, jewel-encrusted retirement …

Now, get up. Grab a pen and paper, and let’s begin.

Simply writing down what you want and when you want it – in other words a basic plan – is one of the most important elements in getting on top of your money and creating wealth for yourself. It’s so important that I’m dedicating this whole chapter to it.

I’m not talking about drawing up a spreadsheet with a rigid deadline that you have to achieve or else you’re a failure. I mean a general idea, first, of what you would like to do in your life and, roughly, when you’d like to do it.

Let me give you some examples:


	You would like to buy your own home some time in the next five years.

	You want to take a year off and travel round the world.

	You want to get together a savings account that will tide you over during tight months.

	You would like to be able to afford some really nice Christmas presents for the kids this year.



If you don’t make a conscious effort to work towards your goal, who will? We’re all different and we all have our own dreams. Usually, though, those dreams need some sort of funding. It’s easier to fund them using money you have already saved rather than trying to make money while you’re doing them.

WHAT NEXT? SETTING GOALS

Now, first of all, don’t be put off by the word ‘goals’. We all set ourselves tasks, deadlines and goals. Some of them we don’t keep, and that can be discouraging. The secret to meeting your goals is to make them achievable and to set mini-goals along the way. So, for example, if you want to lose two stone, you can set yourself the goal of losing two pounds a week and tick off each goal as you meet it. (For more on setting achievable goals, see here.)

The other secret to meeting goals is to get some good support along the way, particularly if it’s a long-term aim like getting out of thousands of pounds of debt. Happily, you can get help with that on the Moneymagpie.com message-boards (www.moneymagpie.com/index.php?action=showMessageBoardHome). We have a thread there for goal-setters so you can talk to others who are trying to complete projects and get their lives back on track.

Look at your list of the things you want to do with your life. Now put these things in order of importance to you. Would you like to go round the world as soon as possible? Do you need to get money for a car pretty quickly? Do you want to start your own business sooner rather than later? Setting goals is about taking charge of your life and deciding where you want to go next. It’s a way of ensuring you get what you want instead of letting life just happen haphazardly.




CASE STUDY

Last year, Sarah – a single mother of three – was at her wits’ end trying to pay her rent and bills. She had spent the past five years struggling from one income support payment to the next. After hitting rock bottom and having to borrow money from her parents for the third time in a year, she resolved to make a change.

After a good think about it (and some long hours chatting to her most supportive and wise friends for advice) she pinpointed that she wanted to finish her education and get some training in the next year, so she could have a secure job in floristry within three years.

Once the goal was clear, Sarah could plan what needed to be done to get there. The plan included a number of steps for her to work through one at a time:





	Earn extra money for childcare by getting a lodger or taking up part-time weekend work with local florists.

	Sign up for night classes to get better reading, writing and maths skills. This could be easier with a class buddy or friend acting as a part-time tutor/homework helper/support person.

	Create a budget for the family for the next year (reviewing it every three months) to free up money for skills training and childcare.

	Speak to local florists about training that will immediately increase chances of being paid better and investigate study grants for people on benefits.

	Complete a short course in floristry, which is recognised in the industry and is useful to prospective employers.

	Write a basic CV emphasising new skills and work experience to get permanent work (as much as possible around school hours so family time doesn’t suffer).

	Kiss goodbye to dependence on income support and asking family for handouts. Major celebration!







HOW TO SET REALLY ACHIEVABLE GOALS

Once you’ve got a list with a rough idea of where you want to go next, it’s much easier to see the steps that need to be taken to get there (like in the example above). Not everyone is going to have a concrete financial or career goal, but there are lots of things you can work on to create a more fulfilling life. What about reducing your working hours to spend more time with the family? Or perhaps you’d like to buy a house abroad? Working through the following steps will point you in the right direction.


•  Ask supportive friends and family members to help you set your goals. Choose these people carefully – some people can be too negative and will put you off before you’ve started.

•  Pick three or four ideas from your list to take further. These could be short-term goals such as saving for a milestone birthday party or bigger, long-term goals like paying off your mortgage.

•  Write each goal down in a sentence then commit to seeing it through. If you have goals that you are all working towards as a family, then put them up on your fridge so you can all be reminded of what you’re working for. If it’s just you, then put the list somewhere private that you look at a lot, like in your purse or diary.

•  Make sure they’re SMART goals: Specific, Measurable, Attainable, Realistic and Timely.

•  Specific. Concentrate on nailing what it is you want to achieve. ‘To lose 10kg of weight in a year’ is much more effective than ‘lose a bit round the tummy’.

•  Measurable. If you can’t measure it, you can’t manage it. Adding some numbers to your goal statement can help you track your progress. For example, ‘I want to travel to 10 new countries before I’m 50’.

•  Attainable. Goals should challenge you, but not be beyond your grasp. It’s great to throw in a bit of ‘blue sky thinking’ – letting your imagination run wild – but these are supposed to be things you can work towards. With each step forward, no matter how small, you can feel like you’ve achieved something.

•  Realistic. Let’s face it, if you love to shop, saving all of your disposable income (the money left after rent, food and so on) is just going to seem like a punishment. It’s much better to save half your leftover income, which will be a push, but it will let you go wild with the other half.

•  Timely. Set a timeframe for your goals so you get to work immediately. This could be within the next year, before you retire or before your wedding next month. Set yourself mini-goals along the way to help you get there.

•  Next, work out how you are going to achieve each goal. Get a piece of paper for each goal and write a list of steps you are going to take to achieve it (like the example above). Keep it handy for quick reference and concentrate on working on one step at a time. It’s really satisfying to cross one off.



Ideally, you should have about three goals with three steps for each so you don’t get overwhelmed with things to do. Here’s an example:

Save £10,000 for our wedding – for clothes, transport, venue, food and drink – within three years.


	Make £200 extra each month using ideas in this book.

	Cut back on spending – save at least £100 a month.

	Put savings into a high-interest account. Look on a comparison site to find the best one – set it up by this weekend.






Set some goals
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	Now that you have seen how you can plan for your future and set goals, give yourself some time over the next couple of weeks to set these goals.

	Go back to them during the next fortnight and refine and update them until they look achievable.










GOAL EXAMPLES


	Save £20 a month throughout the year towards Christmas spending.

	Pay off your credit card in six months.

	Save for a new car over the next 12 months.

	Pay off your mortgage in 15 years instead of 25.

	Increase your income by £500 in the next year to put into investments.

	Save £1,000 for an overseas trip next year.

	Maintain a retirement income equal to 70 per cent of your working income.

	Teach your children basic money skills so that they learn to be self-sufficient when they move out.







Challenge Old Habits and Old Ways of Thinking about Money

Like any other area of our lives, the way we run our finances is very much connected to our expectations, the things we love and fear, and the belief systems we have picked up from parents, friends and the media. There are lots of money myths – the kind of things that your own ‘Money Monster’ might be saying to you. Here are just a few:


•  Money Monster says: Money is scarce.

•  Money Magpie says: Money comes from all over the place and is constantly moving around, being created by different economies. There’s no reason why you shouldn’t have more of it.

•  Money Monster says: If you don’t have cash, you can’t get ‘things’.

•  Money Magpie says: Think of how many goods and services you can get for free by swapping, bartering with friends and neighbours or applying for grants or bursaries.

•  Money Monster says: Buying ‘things’ – fast cars, electronics, clothes and handbags – makes you happy.

•  Money Magpie says: In short: it doesn’t. Bhutan is one of the happiest nations in the world (according to a study by the University of Leicester), despite the average wage being as low as £1.20 a day.

•  Money Monster says: There’s a finite amount of good in the world.

•  Money Magpie says: On the contrary, there are infinite possibilities and ideas, any one or more of which could do you good.

•  Money Monster says: Other people are lucky – I’m just not.

•  Money Magpie says: It really isn’t about luck or some being ‘destined’ for good things while others are not. Certainly some people have more work to do to get somewhere than others but there is no law to say that you can’t have access to all the good there is. As Thomas Jefferson put it, ‘I find that the harder I work the more luck I seem to have.’






Help yourself

[image: image]


	Sign up to the Moneymagpie.com newsletter to get practical and inspirational ideas each week on how to make and save more money.

	Hang out with positive and successful people. Get into their way of thinking – not the negative patterns of thought that so many carry around with them.










chapter three

Facing Facts and Budgeting

THIS IS WHERE you start your plan for a secure and wealthy future. Follow these steps and you will be well on your way to creating solid foundations for yourself and your family. In this chapter I will be covering:


	How to get your paperwork in order and finding out the financial facts (here).

	How to keep a secret spending diary (here).

	How to do a brilliantly simple budget (here).



It really is true that if you look after the pennies the pounds will look after themselves. Getting to your big goals and creating ongoing serious wealth does start with small, basic steps.

Getting Your Statements Out and Facing Facts

The very first thing you need to know is how much money is coming in and how much is going out each month. This is so that you can take control of your money and make it serve you, rather than the other way round. Once you know how much money is coming in then you can work out what you are able to spend, and also how much more, ideally, you need to make. When you know how much money is going out then you will have the incentive to bring your costs down where you can and plug gaps in your money chest!

You need to start with the basics – getting your statements out and facing the facts. This will enable you to be clear about your income and your debt situation, and how much money you have or haven’t got at the end of the month. I will then show you how to turn your income into a surplus that you will invest regularly for your future.

Think of yourself and your household












	gas and electricity

	rent or mortgage

	phone





	supermarket

	train tickets

	restaurants

	clothes shops








TAME THE PAPER TIGER






	Keep, and file, all your bank, credit card and loan statements and utility, phone and council tax bills.

	At the end of each year (or the end of your financial year if you’re self-employed) put all your bills and statements in a storage box and store them away with the other things you don’t look at often.

	Receipts for major items should be kept where you can lay your hands on them quickly. If you have the receipt then it’s much easier to claim your rights if the thing goes wrong. Keep the receipts for six years (or as long as the item lasts) because you can still get redress in that time under the Sale of Goods Act 1979. (For more on this, visit the Department of Trade and Industry’s website at www.dti.gov.uk









DO A MONEY MENU
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MONEY MENU: MONTHLY INCOME



	Income
	Amount (£)



	Salary
	



	Freelance income
	



	Benefits
	



	Tax Credits
	



	Investment income
	



	Child support payments
	



	Other
	



	TOTAL:
	

















MONEY MENU: MONTHLY OUTGOINGS



	Outgoings
	Amount (£)



	Mortgage/rent
	



	Gas
	



	Electricity
	



	Council tax
	



	Heating oil
	



	Water
	



	Credit card payments
	



	Loan payments
	



	Bank interest
	



	Telephone
	



	Mobile phone
	



	TV licence
	



	TV package
	



	Internet/broadband
	



	Buildings/contents insurance
	



	Life insurance
	



	Car insurance
	



	Car maintenance
	



	Other insurance
	



	Travel
	



	Petrol
	



	Groceries
	



	Eating out/takeaways
	



	Clothing
	



	Entertainment
	



	Childcare/nursery
	



	Other child-related costs
	



	Medical/dental expenses
	



	Presents
	



	Holiday costs
	



	Pet costs
	



	Child support payments
	



	Cleaning
	



	Laundry
	



	Domestic wages (such as cleaner)
	



	Emergencies/repairs
	



	Other
	



	TOTAL:
	














	Do you have a surplus simply because you are not putting away regular amounts of money into short-term savings and long-term investments for your future? If so, now is the time to look at the chapters on saving (Chapter 9) and investing (Chapters 10–13). You need to start putting money away for short-term spending, such as covering yourself for emergencies and saving for holidays, and other big expenses. You also need to set up standing orders into investment products to create a rich retirement for yourself.

	Stop any wastage. Even if you have some money left over at the end of the month, you could have more. Go to Chapters 5 and 6 to find out how to save more money by switching your bills, shopping around and generally cutting down on the amount you spend on essentials. After all, why pay more than you have to for gas, electricity, phones and the like?

	Keep a spending diary (see here) to see where you’re wasting money day to day. Even if you are managing to live within your means, there’s no point wasting money on things you don’t need or want. This is money that could be invested to make even more for you later on.






	Go to the next chapter to find out how to get out of debt. Even if you feel like you’re drowning in debt, you can get out of it in time if you follow the rules.

	Go to Chapters 4 and 5 to find out how to cut down on your fixed costs drastically by switching your utility and other providers, changing banks, moving your loans and credit card debts to cheaper versions, finding cheaper insurance and other essentials.

	Also find out in these chapters how to save money on other things we have to spend on, including food, travel, clothes and entertainment.

	Visit Moneymagpie.com for even more ideas on saving money in all aspects of day-to-day living so that you can bring your costs down.

	Cut out some of your spending. You might think that you don’t spend much at all and you can’t understand how this money is going out of your account every month. If so, do a spending diary (see here) and you will find out over just a few days where the money is going and what you can cut out.

	See how you can increase your incomings. Look at Chapters 14 and 15 for ways to make money on the side. We could all do with making extra cash here and there but if you are finding it hard to make ends meet – and certainly if you are struggling with debt – it’s really important to make extra money where you can. Also check out the ‘Making Money’ section of Moneymagpie.com for even more cash-generating ideas to help you out.



Keep a Monthly Spending Diary









	Monday 6 April



	Bus ticket
	£1.10



	Coffee
	£2.40



	Magazine
	£2.80



	Lunch
	£5.60



	Tea and cake
	£3.60



	Bus ticket
	£1.10



	Takeaway
	£6.00



	Total
	£22.60



	 



	Tuesday 7 April



	Bus ticket
	£1.10



	Coffee
	£2.40



	Present for Sophie
	£15.00



	Lunch
	£4.80



	Bus ticket
	£1.10



	Drinks with Sophie
	£12.00



	Total
	£36.40



	 



	Wednesday 8 April



	Council tax
	£90.50



	Phone bill
	£24.00



	Bus ticket
	£1.10



	Coffee
	£2.40



	Lunch
	£6.20



	Bus ticket
	£1.10



	Chocolate bar
	£0.45



	Total
	£125.75















Do a Budget



THE GUIDE TO EASY BUDGETING







	If you have debts to pay, you should now decide to spend as little as you possibly can on everything else – really give your-self a survival budget with basic food, barely any new clothes, no holidays and so on. If you’re serious about getting out of debt you have to cut down on everything in order to free up that money (see Chapter 4). And don’t think I don’t know what it’s like; I’ve been in debt myself and I did exactly this for over a year to pay it off.

	If you don’t have debts to pay you can be a little more generous with yourself but remember to keep costs down where you can.

	Ideally, you need to be at the point where you have a good chunk of cash left over each month to put into your savings and investments. You should then be setting up standing orders from your bank account into a savings account for your emergency savings (see Chapter 9) and for big things you want to save up for (such as holidays, a new sofa or a car). You should also have regular amounts of money going into long-term investments (see Chapter 13).



[image: image]





TIPS FOR STICKING TO YOUR BUDGET





	Keep your goals and rewards in mind. If necessary, write them on a piece of paper and take it around with you.

	Start training yourself to think long term; think about the bigger picture rather than being swayed by immediate potential purchases.

	Have fun beating retailers at their own game. So, they want you to spend, do they? Well, you can see how much better you are at not spending! Don’t be manipulated by them. Be your own person.

	Get into the habit of asking yourself whether you really need something or if you just want it. If you’ve got the money and you want it badly then go ahead, but make sure it’s genuinely something that will improve your life, not just something you’re being persuaded to buy.

	Give yourself the odd treat here and there. Controlling your money is about balance. You don’t have to deny yourself everything. If possible, see if you can get that treat for free (like having a meal out through mystery shopping, here).













What now?

[image: image]


	Are you in debt? Move straight to the next chapter and keep reading.

	If you are not in debt, move to Chapters 5 and 6 where you can find out more about smart spending, getting the most out of your money and becoming a true Money Magpie.
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