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INTRODUCTION
Money Matters

Believe it or not, you have money. It’s hard to see it, but hidden in among tax bills, mortgage or rent payments, bags of groceries, debt repayments and all the myriad costs of daily life, there’s money waiting to be saved—you just need to know where to look.

And that’s what this book is for: to take the challenge out of saving money by showing you hundreds of painless ways to spend smarter and save more for yourself without scrimping or pinching pennies. I’ll show you how to avoid the traps we all fall for—buying slick brand-name products, watching the bank ding you with fees, shelling out too much for shelter, getting zapped by energy bills and feeling the pinch at the gas pump—and prevent these huge costs from eroding your hard-earned dollars. I’ll show you how simple tricks like raising deductibles on your insurance, shopping smartly online, switching banks and buying more foods with less packaging can help your savings add up to thousands annually. You’ll see how even the most basic switches, like changing the way you do laundry or how you prepare meals, can save you hundreds without even trying. It might be hard to believe your life could be full living on less. But it can. And I’ll show you how.

In my own life I’ve discovered that saving money is fun and somewhat addictive. I came from a family who valued saving, so when I found myself in a whole mess of student debt after university, I decided I needed to get out of it as quickly as possible. By making simple changes, rethinking which costs mattered in my life and picking up a whole bunch of economical new habits, I not only dug myself out of debt in six months but went on to save my way to a six-figure portfolio—and budget-friendly living just stuck with me. Once my debt was gone and as my earnings increased, my cost-cutting ways meant I was spending less on unimportant things, leaving more for things that mattered to me. I started my blog at squawkfox.com because friends wanted me to show them how I could possibly live on less but have more to show for it, and I discovered along the way how frugal living is not only profitable but a lot of fun. I wrote this book to share these thrifty tips and techniques so you too can find your lost money without sacrificing what is important to you.

The book is divided into three parts. Part 1 covers your biggest expenses—shelter, financial choices and shopping habits—and shows you where your money goes and how to get it back. Part 2 reveals the sneaky expenses you don’t see every day and gives you the tools you need to maintain your stuff, power your home and clean for less. Part 3 takes you on a room-by-room tour of your home, giving you the blueprint to savings everywhere you live.

You’ve waited too long to save your money and keep more from your paycheque. Read on and find 397 ways to save more and live well on less while having fun. You may just laugh yourself all the way to your no-fee bank account.





PART ONE
Big Decisions

The place you live, the ways you bank and the stuff you buy all have a huge impact on how much you have left at the end of the month. It may sound obvious, but finding ways to cut back in areas that have become ingrained habits like housing and banking can be difficult. But it’s amazing to see how rethinking these core choices in everyday life and making a few smart money decisions can reap big savings in a short time. Read on to see how you can save thousands of dollars on housing costs and financial fees, and learn numerous shopping tactics to help you save more while spending less.





CHAPTER 1
Renting

Renting can make you rich. That’s the kind of statement that runs against almost everything our society tells us about property ownership, but it’s true. Under the right circumstances and with the right strategies, renting can be one of the thriftiest decisions you can make—and, because shelter expenses account for so much of our monthly budgets, it can be a big way to save. Most people would be surprised to know I built up a six-figure portfolio and paid off $17,000 in student debt while renting a modest basement suite in Vancouver, B.C. I had more than enough money for a down payment on a condo an hour outside of Vancouver, but I made the decision to continue renting to save more money. My reasons for renting were based on hard financial facts rather than emotion.

The cost of real estate where I lived was, and still is, astronomical when compared with the rest of Canada. At the time, a small condo far outside of the city was around $300,000, with condo fees ranging from $300 to $500 per month. With my rent being a mere $600 a month including heat, cable and laundry, the choice was clear: given my location within walking distance from work and my ultra-low rent, I could save thousands a year by not paying mortgage interest, condo fees, property tax and transportation costs. And that’s just what I did: I lived in my rented apartment and squirrelled away savings—much more in savings, in fact, than I would have gained in home equity.

Many bankers, real estate agents and mortgage brokers would like you to believe home ownership is the best path to wealth. But renting can have huge advantages for those who pay low rent because they have either made housing sacrifices or live in a rent-controlled building. Renting also offers flexibility to those requiring a place for months or a few years. It’s a lot easier and less expensive to give notice on an apartment than it is to sell a house.

If you’re looking to rent a house or apartment, the Canada Mortgage and Housing Corporation (CMHC) suggests your monthly shelter costs—including rent, electricity, heat, water and municipal services—should be less than 30% of your before-tax household income. This calculation does not include the costs of renters insurance, parking or amenities like cable, phone and Internet access. So before pounding the pavement looking for the perfect rental, add up your living costs and consider your level of income. It makes no financial sense to rent a place that leaves you with little savings at the end of the month.

If you’ve made the decision to be a renter rather than a homeowner, there are common ways you can save money on rent.


[image: ] Rent less apartment. Renters have many housing options: high-rise and low-rise apartments, townhouses, condos, detached homes, basement suites and duplexes. As a general rule, units on upper-level floors cost more than units closer to the ground—or under it! So steer clear of penthouses and opt for the ground level in buildings. Downsizing your apartment can also save you hundreds a month, because a smaller space costs less to rent. Renting a smaller space has the added benefits of reducing your energy costs and requiring fewer furnishings.

BOTTOM LINE: A modest rent reduction of even $100 per month saves you $1,200 a year. Multiply this by three years and you’ve saved $3,600, plus compound interest.

[image: ] Get a place with utilities and amenities included. Basic monthly rent is a given cost, but sometimes you can find a unit with expensive utilities like heat or cable included in the price. Not having to pay a separate heating or cable bill could save you $60 a month (or $720 a year). Renting with perks like parking can also save you big bucks if you live in a major city and need a place to park your car. Rentals with on-site coin-free laundry can save you upwards of $40 a month, and the convenience of not having to search for loonies to get your undies clean is priceless.

BOTTOM LINE: Turn up the heat and park your car for less by renting an apartment with utilities and amenities included in the monthly price—and save $100 per month.

[image: ] Check utility costs and connection fees before renting.

Many renters find the cost of connecting utilities a shock to their pocketbook when they move into their new place. Hooking up a phone runs about $35, cable can cost up to $60, and fees for hydro and Internet add up. Before signing a rental agreement, find out which utility companies service the building and contact each company to determine the average monthly cost. Knowing in advance what your monthly utility bills amount to could save you from renting a place that’s too expensive to heat in the winter. Also, don’t be afraid to ask utility companies to waive connection or transfer fees or give you a discount—competing businesses like Bell, Shaw and Rogers all want your monthly business and may cut a deal to get you onto their service plan. If utility companies are unable to cite monthly costs, try asking the previous tenants for average utility prices. Keep in mind, though, that utility bills can vary drastically depending on individual usage.

BOTTOM LINE: Doing a little research on monthly utility costs could save you from renting a place that is too expensive to heat, while negotiating for lower connection fees could save you hundreds.

[image: ] Rent closer to work. Renting closer to your place of employment can save you from paying for a daily commute or buying a car. Looking for a place within walking or biking distance is the most frugal scenario, keeps you fit for free, and will save you time on your commute. Who doesn’t want to spend less time stuck in traffic or waiting for a bus?

BOTTOM LINE: Paying $100 more a month in rent to live closer to work can save you thousands a year in transportation costs.

[image: ] Negotiate monthly rent and yearly increases. Asking prospective landlords to reduce the rent, even by as little as $20 a month, can add up to hundreds in yearly savings. If there is a high vacancy rate in your area, be sure to negotiate hard in a renter’s market because landlords will be competing for your rental dollars. Having a good rental record with excellent references can also bolster your bid for a break on monthly rent. But keep your eye on yearly rent increases as well and negotiate to keep your rent in line at the end of the lease if you want to stay. Being a clean, quiet and prompt-paying tenant may help convince a landlord to freeze rent rather than risk an empty unit or an unknown new tenant.

BOTTOM LINE: Don’t let increasing rents deter you from asking for a discount—even $15 a month adds up to an extra $180 in your pocket at the end of the year (enough to cover more than a week’s worth of groceries).

[image: ] Get a written tenancy agreement. Always get the rental rules in writing before moving in. Understand how long you are required to stay, how much notice is required to end the tenancy, the landlord’s obligations to maintain the property, and the deposit costs. Knowing the rules in advance can protect you from disagreements and unexpected rent increases. Landlord and tenancy laws vary from province to province, so get familiar with the tenancy act that will apply to you. In some provinces, you’ll be entitled to any interest earned on your security deposit—check your local regulations and then make sure your landlord pays up!

BOTTOM LINE: Being familiar with your legal rights today may save you big dollars (and frustration) in the future.

[image: ] Get a roommate. Got an extra bedroom in your apartment? Reduce your rental costs by about 50% by renting or subletting the spare room in your apartment. Use the roommate-finding sections on websites like kijiji.ca and craigslist.ca to post your classified ads for free. Before accepting a roommate, check to make sure your lifestyles are compatible and that you both can deal with the other’s schedule. Setting up a written agreement with roommates is also a good idea. If you live close to a college or university, consider renting a room to a student or a young professional. Students tend to spend lots of time in class, making them an ideal absentee roomie. Sharing space saves on utility costs too, since bills can be split.

BOTTOM LINE: Renting out a spare room could save you 50% on your rental and utility costs: splitting the cost of a $1,350 a month rental saves you a whopping $8,100 a year.

[image: ] Invest in renters insurance. Becoming a victim of theft or losing your valuables to water damage can set you back thousands of dollars in property loss. Spend your dollars wisely by investing in renter’s insurance. A renter’s policy can cover personal property as well as personal liability (in case you are sued for property damage or bodily injury). Before you call for a quote, calculate how much property protection you require. Do you have $25,000, $40,000 or $100,000 worth of valuables? Do you require additional insurance for camera equipment, a bike or jewellery? Take an inventory of your possessions, listing each item, when you acquired it and the purchase price or current value. Don’t just think big-ticket items! In the case of a fire you’d need to replace everything, from socks to computers. Totalling up the value of these items will give you a rough idea of what your property is worth—and you may be surprised. Keeping receipts and photos of your property off-site in a safety deposit box can help you if you need to make a claim. You can store records for free by emailing photos and scans to a webmail account. Also, ask your landlord for details about the rental property, including roof condition, type of heating, and the frame construction of the building. Insurance companies want to know the details of your building and the risks to them before offering insurance. Insurance discounts can be found through employer programs or your post-secondary alumni association (if you’re a graduate). Other lower-cost policies are available through RBC Insurance and TD Insurance. Asking for a quote is free, and coverage often begins within 24 hours.

BOTTOM LINE: Protect yourself against property loss by getting renter’s insurance. A $20 a month policy could save you upwards of $20,000.

[image: ] Keep your rental clean.Living like a slob or causing damage to your landlord’s property will cost you your rental deposit. Keeping your place clean and caring for appliances like stoves and refrigerators will help you recover the maximum when you move. Read the fine print in your lease about painting, changing pictures, cleaning carpets and dry cleaning drapes—you may be required to return the space to its original state, which doubles the cost of painting if you decided to paint a formerly beige place bright purple.

BOTTOM LINE: Take care of your apartment according to your lease agreement to recoup your full damage deposit and save hundreds from restoring the place back to perfection.

[image: ] Know when it’s time to buy. While buying a home may sound contrary to the advice given at the beginning of this chapter, you may be in the perfect situation to seize a nice piece of real estate given the size of your down payment, the location of the home and whether the housing market favours buyers. When these factors line up, you can gain financially from buying a home instead of renting. For example, assume you are currently paying $1,500 each month in rent but have $30,000 available as a down payment on a home. If you invest this at 5% per year, your $30,000 will grow to almost $105,000 after 25 years. If, on the other hand, you use the $30,000 as a down payment on a $300,000 home at 4.5% over 25 years, your mortgage payments will be $1,578 each month, about the same as your rent. Assuming the property appreciates in value at 2.2% yearly, it will be worth almost $520,000 when paid off. While you won’t be able to take advantage of this equity without selling your home (possibly by downsizing), your net worth will be significantly more in this case if you own rather than rent. Remember to budget for the additional costs of maintenance, property taxes and utilities when you’re deciding how much you can afford.

BOTTOM LINE: Do the math to see if, with house prices, rental costs and the size of your down payment, buying makes more financial sense than renting. Check out the website for Industry Canada (ic.gc.ca) and use their Rent or Buy Calculator (you’ll find a link to it in the A–Z index) to see if you’re in a financial position to buy.







CHAPTER 2
Homeownership

Money is a housekeeping item. Without it, you can’t keep your house. This was my parents’ motto when I was growing up. Our house wasn’t large and lavish with a gourmet kitchen or spa bathroom. Our neighbours didn’t walk by our home wanting to live like us—but they should have. While they paid for swimming pools and sun rooms, my parents paid off their mortgage and put their savings to work by funding their retirement accounts and helping my sister and me go to university.

There’s no doubt that buying and maintaining a home is expensive. There’s saving for the down payment, financing the mortgage and replacing the roof when you least expect it. Along with these expenses, there are also variable costs like utilities to consider. Add it all up and you’re paying big bucks for home sweet home. Despite the costs, though, buying and owning your own home can be a wise financial decision in the long run. By removing emotion and crunching the numbers, it’s clear to see that having a large enough down payment on a property well within your budget and a mortgage with prepayment options can make owning a home financially beneficial.

So before hiring a realtor to go house shopping, it’s important to determine how much home you can truly afford. When it comes to determining home affordability, the Canada Mortgage and Housing Corporation (CMHC) recommends that your monthly housing costs should not exceed 32% of your gross household monthly income. If you’re carrying other types of debt—car payments, credit card debt, etc.—then your entire monthly debt load should not be more than 40% of your gross monthly income. Don’t forget to factor in retirement contributions and other areas requiring your financial attention—such as debt repayment, emergency funds, education for the kids and home maintenance costs. The CMHC’s home affordability numbers don’t account for your retirement or savings goals, and you may feel stretched if you buy too much house and have little room left for buying furniture or putting away savings.

If you’re ready to take the financial leap and land yourself some real estate, there are numerous ways to save money on buying a home and reducing the interest on your mortgage.


[image: ] Know what you can afford. For most of us, our mortgage represents our biggest debt and the only kind financial experts consider “good” debt. But an over-your-head mortgage is one of the quickest routes to bankruptcy. Knowing what you can afford could spare you financial catastrophe in the future. The CMHC website contains questionnaires and calculators for those looking to crunch numbers, and they’re well worth your time. An excellent way to see how a mortgage feels is to practice paying it before you buy. Pay your landlord your rent, then take the difference between that amount and your anticipated mortgage cost and put this additional money into a high-interest savings account to use later for your down payment. If you can’t come up with this additional monthly cash, then you know the mortgage is too steep and you need to either continue saving for a bigger down payment or look at lower-priced homes.

BOTTOM LINE: It pays to crunch the numbers and know what you can afford before viewing homes and falling in love with a property. A too-high mortgage can leave you resorting to credit cards and lines of credit to pay everyday expenses—a downward spiral that could cost you thousands in interest.

[image: ] Get a home inspection before purchasing. Getting a home inspection done before you make an offer on a home may be the best money you ever spend. A home inspection uncovers unseen problems that may cost you thousands of dollars down the road. A home inspection also serves as a negotiation tool with sellers, as they may fix flagged issues or reduce their selling price. Take the time to find the right home inspector, and be aware that it might not be the one your real estate agent recommends. Check references, ideally from homeowners who have been in their home for a few years so that any potential troubles have surfaced. The CMHC website offers assistance in finding a home inspector near you, or check out The Holmes Inspection by Mike Holmes to learn how to get the most out of your inspection.

BOTTOM LINE: Hiring a home inspector before purchasing a home may cost you around $500 but is well worth it considering the thousands you might have to spend to fix unseen problems behind the walls.

[image: ] Don’t buy someone else’s renovation—be cautious of “flipped” homes. Falling in love with the seemingly fresh look of paint, new flooring or neatly potted plants in the yard can be a financial disaster if the structure of the home is not sound. The finish of the home is important, but be sure to look past a new bathroom or kitchen renovation and learn what lurks beneath the surface. You may discover that new plaster and paint are a facade disguising mould, water damage or a cracked foundation.

BOTTOM LINE: Look past the surface when you’re househunting, and be cautious about recent renovations. The homeowner may be trying to disguise something that really needs an expensive repair.

[image: ] Downsize or buy a smaller home. Palatial houses cost big bucks in buyers’ fees, down payment size, mortgage interest, home maintenance and utilities. Buying a smaller home reduces these costs. Let’s assume you pass on a $350,000 home in favour of a less expensive $325,000 property. The price difference of $25,000 is substantial and saves you $5,000 on a 20% down payment. Assuming a 25-year mortgage at a 5.5% interest rate, your monthly payment is $122.81 less, saving you a total of $16,845.25 in interest over 25 years. Add it all up, and a $25,000-less-expensive home saves you $41,845.25 in interest plus principal on the mortgage. (This calculation does not include closing fees and maintenance costs.) The true benefit? Perhaps retire from work a few years sooner. Besides, heating a castle in the middle of a Canadian winter is costly.

BOTTOM LINE: Opting for a smaller home over a larger, more expensive one could save you not only tens of thousands off the sticker price but also thousands more in mortgage interest.

[image: ] Make a larger down payment and pay less mortgage loan insurance. Rushing in to buy a home without a good down payment will cost you in paying higher mortgage loan insurance. The cost for this legally required insurance is a premium of between 0.5% and 2.9% of the total mortgage. If you have a bigger down payment, you pay less mortgage insurance because the loan is no longer classified as a high-ratio mortgage. For example, on a $300,000 home, increasing your down payment from 5% with a premium of 2.75% to a down payment of 20% with a premium of 1% saves you $5,437.50 over 25 years.

BOTTOM LINE: Paying 20% down on a home purchase saves you from paying mortgage loan insurance—money you could use to increase your mortgage payments and pay off your debt faster.

[image: ] Don’t get sold mortgage life insurance—buy term life insurance. Mortgage life insurance is a waste of good money. You may need life insurance to provide for your dependants and help meet large financial obligations such as mortgage payments or education for your kids or to put food on the table. But mortgage life insurance is overpriced for the policyholder and lucrative for the policy seller. Generally, mortgage life insurance covers only the outstanding principal on a mortgage should the homeowner pass away. The premiums stay the same even as the mortgage reduces as you pay it off—you pay the same premium for less and less value.

BOTTOM LINE: Put your dollars toward term life insurance to cover your family above and beyond mortgage expenses for half the cost of mortgage life insurance.

[image: ] Negotiate your mortgage. Before sitting down with a prospective mortgage lender, get your credit score to know where you stand. Check out Equifax (equifax.ca) or Trans-Union (transunion.ca) to get your credit score online for about $25. Once you know your credit score, don’t be afraid to ask lenders for a better rate. Shop around and play multiple offers off each other. A half a percent rate reduction will save you thousands over the span of your mortgage, so it’s well worth your time. If a lender offers you perks like gift certificates for furniture, loyalty card points or a trip, take a pass. These so-called perks come at the cost of a higher rate. If the banks are not budging on their offer, consult with a mortgage broker. Mortgage brokers are paid finder’s fees by banks—these fees generally do not differ from bank to bank, so the broker has limited incentive to act outside your best interest, thus finding you the best deal possible.

BOTTOM LINE: Do some research and know your credit score before approaching a lender for a mortgage. Knowing how lenders see you financially can help you to negotiate for better mortgage rates and terms. On a $285,000 mortgage over 25 years, negotiating your rate from 5.5% down to 5% will save you $25,220.32 in interest—so get negotiating.

[image: ] Get a mortgage with good prepayment privileges. A favourably low interest rate is only one criterion when shopping for a mortgage. Look beyond interest rates and ask for a mortgage with prepayment privileges. Prepayments are lump-sum payments you make outside of your normal mortgage payment schedule, where 100% of the payment goes against the principal. Prepayment privileges are your best financial friend because you will pay off your mortgage sooner and save significantly on interest. Also, look for a mortgage that allows you to increase the size of your payment without penalty—so you can take advantage of a raise or extra job.

BOTTOM LINE: Getting a mortgage with prepayment privileges can save you thousands in interest by paying down the principal faster. On a $250,000 mortgage at 6% over 25 years, one prepayment of $1,000 each year will save you $26,671.63 in interest and help you pay off your mortgage two and a half years sooner.

[image: ] Pay your mortgage biweekly rather than monthly. Paying your mortgage every two weeks saves you an astounding amount of money and pays off your mortgage sooner. With biweekly payments, there will be a few months where three mortgage payments are due, depending on how the weeks fall, but if you are on biweekly paycheques, you won’t notice the difference.

BOTTOM LINE: When compared with monthly payments, a biweekly-payment structure saves you $11,000 in interest and ends your mortgage three and a half years sooner. (This calculation assumes a $90,000 loan at 5% interest with a 25-year term.)

[image: ] Save big on smart homeowner insurance. Homeowner insurance deductibles can start at $250. By increasing your deductible to $500, you could save 15% on your insurance costs. The higher your deductible, the bigger your savings, because you’re not making multiple smaller claims that would increase your premiums. You could also get up to a 5% discount by installing smoke detectors, carbon monoxide detectors, deadbolt locks and alarms to increase your home security. Another home insurance discount can be had by putting expensive jewellery in a safety deposit box. Most banks charge around $45 a year for a smaller safety deposit box, while larger ones can cost up to $200. Be sure to keep your bank receipt and claim the cost of your safety deposit box on your taxes—it counts as a tax credit!

BOTTOM LINE: Increase deductibles, install smoke detectors and put Grandma’s ring in a safety deposit box to reduce the cost of your homeowner insurance and save hundreds of additional dollars per year.

[image: ] Move to your basement apartment. If you’re living in a house that’s much larger than you need, why not move to your basement apartment for a few years and rent out the upstairs. You could make a huge dent on paying down the principal by keeping your own mortgage contributions steady and adding in the rent. For example, on a $285,000 mortgage at 5.5% over 25 years, your payments are about $1,750 a month. Add the $1,000 you get for renting out the upstairs for 25 years, and you could save $135,555.71 in interest charges and pay off your mortgage 13 years sooner.

BOTTOM LINE: Moving into your basement apartment and renting out the upstairs could help you pay off your mortgage faster, saving you tens of thousands.

[image: ] Buy for the long term. If you plan on moving in a few years, consider renting instead. Buying a property for the short term rarely makes financial sense. After paying realtor commissions, lawyers’ bills, closing costs, land transfer taxes and insurance premiums, the transaction costs on selling real estate are high. To recoup this cash, you’ll need to sell your property for roughly 10% more than what you paid for it. In Canada, realtor fees are typically 3% to 7%, paid by the person selling the home. Add moving costs, light renovations and the previously mentioned costs and you’re at a financial loss on sale. Stay renting and keep your cash invested in a high-interest savings account. You’ll earn a guaranteed return on your investment with a savings account, and have a better down payment when you’re ready to stay put for the longer term.

BOTTOM LINE: If you’re looking to move in the short term, consider staying in a rental to prevent the costs of selling from eating away at your investment.
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