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About the Book

Do you want to cut your bills without cutting back?
Are you fed up with being ripped off?
Do you want more money in your pocket without changing your lifestyle?

What we all need is detailed, no-nonesense advice about organising credit cards, finding the cheapest utilities, how to get the very best mortgage deals and how to haggle with every shopkeeper – in other words, how to make sure we’re not wasting pennies.

With one hundred new MoneySaving pages, in this fully updated edition of the bestselling The Money Diet, Martin Lewis shows you how to be canny with your finances, and provides clear cut advice on payment of bills, ways to slash spending, which banks to use and choosing the best deals on an even greater range of products including:



	Mobile phones

	Package holidays

	Pensions, credit cards and insurance

	Books, CDs, DVDs






About the Author

Martin Lewis, the UK’s Money Saving Expert, is a 33-year-old journalist who grew up in Cheshire and now lives in Shepherd’s Bush, West London. He spends his life focusing on how to cut bills without cutting back. This is his first book.

Martin is in constant demand on television and radio. He has his own series, Make Me Rich, on ITV1 as well as being the MoneySaving expert on Tonight with Trevor McDonald and others. He has a column in the Guardian and monthly phone-ins on BBC Radio 2 and Talk Sport.

His highly energised delivery and focused ‘MoneySaving’ philosophy means everyone wants to hear his strategies. In 2003 he set up a completely free website: www.moneysavingexpert.com. Two years after its launch, without any advertising budget, a million people a month were visiting the site, making it the country’s biggest independent personal finance site.

Before focusing on MoneySaving, Martin worked in the BBC’s Business Unit and has reported for BBC1, BBC Network Radio and even spent time as a Business Editor of Radio 4’s Today programme. Prior to that he worked ‘for the other side’ as a City spin doctor, advising major companies on how to communicate, and dabbled in stand-up comedy to ‘relieve the tedium’.

Martin has a postgraduate degree in Broadcast Journalism from Cardiff University and is a graduate of the London School of Economics.


[image: title]

[image: title]


Dedicated to the memory of my mother, Susan Lewis


‘The Dumbledore of Debt’ Paul Ross, This Morning

‘The UK’s biggest Financial Anorak’ Paul Lewis, BBC Radio 4’s Moneybox

‘The UK’s Tightest Man’ Philip Schofield, This Morning

‘If anyone can help, it’s this man, Martin Lewis knows more about credit cards than possibly anyone else in the country’ Justin Rowlatt, BBC1 Panorama





VERY IMPORTANT: THE MONEY DIET CALORIE COUNTER

For a quick guide as to how much The Money Diet can save you and how to prioritise your MoneySaving, turn to page xiv for The Money Diet Calorie Counter




The Money Diet Calorie Counter

Use the following Calorie Counter to prioritise your MoneySaving. It brings together all the specific products detailed in the Crash Diet and Healthy Eating sections of the book. Find what you want, turn to the page, read the recipe, save the cash – it’s as simple as that. Don’t forget the Financial Fitness section though – read that and you’ll permanently hone your MoneySaving muscles.

TERMS EXPLAINED

Time taken: A rough guide, the purpose of which is to help you prioritise your time.

Typical savings: The savings, of course, vary widely. The amount listed is typical for someone to whom the specific recipe applies. For example, international phone calls: many people don’t make any calls abroad, yet those who do tend to do so regularly, and could save £300 a year. Don’t think of the amounts as an accurate guide, more as a rough scale of savings available for each recipe.

Difficulty level: Incorporates both the practical difficulties and how complex it is to understand.
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INTRODUCTION

IF YOU’VE JUST bought this book, why on earth didn’t you borrow it from the library instead? If your answer is ‘a book like this is so important I need it close by all the time’, great. This is the key to the Money Diet – making smart and rational consumer decisions while understanding others’ agendas. If you bought this book on impulse, luckily it’s a good buy anyway, as the money saved should easily exceed the cover price. And, it shouldn’t be forgotten, it enables me to continue to make a living!

Let me set out m’stall.

The Money Diet isn’t Hard Work – All the Work is Done for You

The Money Diet involves as little or as much work as you want: you decide how far you’re willing to push it. Those who want a quick cost-cutting hit will find the work’s been done so it is immediately possible. And hardcore Money Dieters who want to become ‘loophole spotters’ and ‘system screwers’ (see here and here) will find techniques to tone their MoneySaving muscles, too.

The Money Diet is not about Being Tight

It’s about getting the best value. It isn’t about ‘stopping spending’; it’s about ‘spending better’. It’s about preventing companies taking too many of your hard-earned shillings, about not spending more than you need.

The Money Diet is for Everyone, not just Those who are Skint

It’s not a ‘what to do if you’ve got no cash’ system. It’s all about saving pounds without tightening your belt. If you’ve very little cash, it should stretch your money further. For those who are comfortable, it should enable you to buy or to save more. It’s all about putting more money in your pocket.

The Money Diet is a Way to Get Your Own Back

Making rational decisions and understanding others’ agendas are the engines powering the Money Diet. Without wanting to get too militant about it, most people have been taken for a ride for a very long time. We spend our lives being screwed by companies for their profit. My aim is simple: I want to show you how to screw them back.

ADDITIONS TO THE SECOND EDITION

The longevity of The Money Diet’s first edition surprised me. When I originally wrote it, I told my publisher it’d have a maximum shelf life of 18 months, as the world of money is viciously fast-moving.

When I sat down to re-read it in its entirety for the update, I actually discovered most of the book was still relevant, and anyone using it would still be saving. So, with a throaty gulp, I decided it had to be more than just an update, and in the end my passion rekindled – there are 100 new MoneySaving pages.

Much has happened, both to me and the MoneySaving world, in the past 18 months. Consumers are getting more active, rate tarts are on the rise, and there’s a growing realisation that you have to do it yourself to survive – television producers now tell me ‘debt is the new property, darling’.

For me, it has been a change of profile and scale – both in my broadcast work, but most notably in the fact that my little website ain’t so little any more. It’s breadth, depth and store of information – both from the body of my work and the combined research and instincts of the hundreds of thousands of regular MoneySavers – has seen the MoneySaving standards step up a notch further.

Companies, you can begin quaking now!

What’s New?

The Adversarial Consumer Society. Perhaps my greatest indulgence was adding this new section. The adversarial consumer society is my philosophy, my passion and my politics. It drives me and MoneySaving.

This time I wanted to briefly go behind the Money Diet and explain why we must become savvy consumers, and that’s what this is all about.

New Ways To Save. There is a raft of new stuff in this book. Added Crash Diet topics include home insurance (here), roaming mobile phones (here), where to start with saving (here), medicines (here), broadband (here) roadside recovery (here) and free PC-to-PC international calls (here).

Throughout the rest of the book there are new bits too: the list of 101 ways to cut back (here), a very expanded debt crisis section (here), haggling for your mobile phone (here), buying on eBay (here), ‘should I cut up credit cards?’ (here) and even a ‘Sad Fart’ thrown in for good measure (here). Plus a smattering of new Martin’s Money Memories, including Rosie Millard (here), plus First Direct and ‘Consumer Terrorism’ (here).

The Stuff that Really Counts. The most important addition is, of course, the actual updating of the information. Things have changed in many areas: 18 months ago credit card balance transfer fees didn’t exist; ISA rules have changed; new cut-cost telephone providers have entered the marketplace and technology and top providers have shifted. So everything has been updated to be as current as possible.

Plus to help future-proof this book, each Crash Diet section now has a specific web link which will take you to the exact page on my site where you can find the latest updated information – so the savings never stop!

I hope you enjoy the book, but most of all …

I hope you save some money!

Martin Lewis, MONEY SAVING EXPERT


WHAT IS THE MONEY DIET?

MONEY AFFECTS EVERY element of our lives. To get a cab or a bus? To get a pension or an ISA? To buy or rent a DVD? All are money decisions. Every time you spend, you can save, so the Money Diet’s scope is huge. For most people the Money Diet is just about how to get more for less. Yet, let’s be honest, many people simply outspend their income. This is why it’s a two-part plan. The first part comprises the pain-free steps to becoming a smart consumer – saving you thousands of pounds without any need to change your lifestyle. If, after that, there are more savings to be made, then I make no apologies for saying it may hurt and an effort is needed.

Now, I admit, grandiose money-making promises are common, usually in con-artists’ adverts in shop windows or spam e-mail. This book doesn’t promise to make you millions – that’s impossible. Its aim is to make the money you’ve got go further, just by showing you how to use it better. For me, that really is making you rich. A magazine once asked me to save its definition of an average family as much as possible, by tackling 10 mainstream consumer finance products – the big, popular ones – in one go. For a family of two adults, each earning £24,000, the spending on these 10 products was estimated at £17,000. By using ‘Money Diet’ techniques it was possible to reduce this to £9,000. All in all, once you take into account the impact of tax on their salaries, this is actually the equivalent of a £6,000 salary rise each.

I will say now that the Money Diet does require some action on your part – but it will be worth it. Your finances will be better. You will have the peace of mind of knowing that no one is taking you for a ride. But most important, think about the benefits. What would you give for a 10, 20, or even 30 per cent pay rise? By spending your money more efficiently, you can make the equivalent of that gain. Think how many hours you’d have to work for 30 per cent more pay … A little bit of time spent taking on the banks, building societies, retailers, service companies (and virtually anyone else who is trying to make a profit from you) is therefore time well spent.


HOW TO DO THE MONEY DIET

LIKE ANY DIET, the recipes depend on what you like – and how quickly you need it to work.

There are three main options:

1. The Financial Blitz

If you’re roaring keen to save a huge pan of cash or in dire need of sorting out your spending and debts, do it all in one go.

2. The Slow Burn

If you’d rather spend the day listening to fingernails being scraped down a blackboard than deal with your money, this is for you. Do it right and you’ll hardly notice, but after a year you’ll end up having massively cut your expenditure.

3. Blitz and Pieces

Politicians would call this ‘the third way’. Start with the big and easy savings, then just take it one step at a time over the year.

A MONEY BUDDY

Whichever regime you choose, it doesn’t have to be a solitary affair. The Money Diet is a perfect example of a problem shared being a problem halved. Start the Money Diet with a friend – it makes the research easier and perhaps adds a level of competition about who can save the most. Money can occasionally be tricky; it has to be understood. I hope that by reading this book everything will quickly become clear. But if you do get stuck, you should be able to talk through any tricky bits together.



The Money Diet on www.moneysavingexpert.com

For those who are looking for the best products at any time, my website www.moneysavingexpert.com is completely free, has no advertising and is designed to complement the Money Diet. The website is easily updatable in a way a book isn’t. So read the guides here then, if you’ve got access to the net, check out the site for the very latest independently selected Best Buys for a range of product categories.



BEFORE YOU START

It’s important to know what the Diet’s different parts do and how and when to use them.

Part 1: Financial Fitness for Life

This is about how to mould your MoneySaving muscles to save cash on anything and everything. It’s a journey through your money, how to deal with it, and how to stop companies getting one up on you. This was the most difficult section to write. My father tells the story that, as a little boy, I knew all my times tables only weeks after starting infant school. Yet for years after, while I got the sums right, I struggled to explain how. Until now, saving money’s always been ‘telling the answer’. Yet ‘Financial Fitness’ aims to show you how to think like a MoneySaver with the Money Diet’s 10 Golden Ingredients (see here).

Part 2: The Crash Diet

Here it’s all done for you: a practical product-by-product guide to getting the best deal, how much you can save, and how long each will take. The Calorie Counter on page xiv details all this in a simple table. With it you can start the big savings straight away.

Part 3: Healthy Eating

Mortgages, credit cards and personal loans – ‘Healthy Eating’ covers debt from all angles, from debt crisis to how to make a profit out of credit cards. The reason I wanted to dedicate an entire section to this is simply that debt is paying money for money itself, rather than any greater purpose, so cutting its cost is the purest form of MoneySaving.

Now let’s take a closer look at your three Dieting options.

1. THE FINANCIAL BLITZ

The idea of sitting down and spending a day rummaging through paperwork and finances to find the best deals makes me salivate with glee. For some bizarre reason, this isn’t a commonly shared feeling. For those of you for whom tackling finances is the emotional equivalent of watching paint dry, don’t worry. A few simple steps will make it as painless as possible.

PLANNING

Read ‘Financial Fitness for Life’. The ‘Money Diet Budgeting Technique’ is a very good way to start. After that move on to ‘The Crash Diet’ to ensure you take product providers to the very extreme and get the best deals. ‘Healthy Eating’ will advise you if you are in debt; if you’re debt-free, it will show you how to profit from lenders.

Gather your papers. Collect all the paperwork and documents relating to your different money matters, so everything is in one place.

Establish current rates and prices. Make some phone calls and establish the rates and credit limits you are paying, so you have as much information as possible to hand when you start.

Choose the day. Every day isn’t equal. The most important thing is that businesses should be open, ready and able to talk to you. Thus the very best day is a weekday, and the best time to make your calls is mid-morning or mid-afternoon when the phone lines are least busy. If you can’t do the Financial Blitz on a weekday – after all, time is money – the next best day is a Saturday. Then again (he writes smiling) there’s still a lot you can do on a Sunday … any day is better than none.

Time and travel. For some things you might need to head out to the high street, so make sure you’ve got time to be able to get there. If it’s all too much, split this task over a couple of days.

PREPARATION

Paperwork. Lay out the paperwork, and compile and collate everything so that it’s all to hand and nice and easy to see.

Use a ‘to do’ list. Prioritise the areas you want to tackle. The ‘Calorie Counter’ on page xiv shows you the potential savings on different types of products.

Facilities. A phone is incredibly important, but if possible also use an internet connection to speed up the research (see ‘Talk to People’).

EXECUTION

Big ‘n’ easy. Why not alternate big savings with easy savings? This way, once you’ve got a big saving under your belt, you can take a breather with an easy one next. This should keep you going – though regular breaks and a little food are helpful, too.

Running total. As the money saved starts to flood in, keep a running list of the savings so far. It may sound like an extra effort, but when you can see the amount of extra cash you’ll have, it will enthuse you and motivate you to keep going. Think about what you could spend the money on, or simply how much money you will have in your bank account. It’s empowering and stimulating and helps keep your resolve firm.

2. THE SLOW BURN

Whereas the Financial Blitz is like circuit training in a gym, the Slow Burn is more like a couple of lengths in a pool every fortnight.

PREPARATION

Understand. The most important thing about starting the Slow Burn is understanding the philosophy of the Money Diet. When you have the time (on the train, bus, plane, beach, waiting to pick the kids up, when there’s nothing on the telly), read through ‘Financial Fitness for Life’. While the Slow Burn doesn’t advocate looking backwards to repair all the problems in your money matters, it does encourage you to say, ‘From now on, I am always going to get the best possible deals.’

EXECUTION

Stop and think. Every time a bill pops through the letter box, every time you sign up for something new, every time you buy something – rather than just automatically renew, pause. Say, ‘Today I am going to improve my finances.’ Do this with every product and gradually the overall picture changes. As a rule of thumb, always tell yourself, ‘I will check out three providers, not just one option.’ This alone can revolutionise your finances.

Keep a money diary. Make a list of when and how much you save every time you’ve done a transaction. Use this to keep a running total and you will be amazed at the end of the year.

Things change. Do remember that situations sometimes change. Even if you’ve already switched a product, when each bill comes through from one quarter to the next, it’s worth looking at it and asking, ‘Am I still doing the right thing?’

3. BLITZ AND PIECES

When you’ve just bought this book and still have the Money Diet ethos running through your veins, do a Mini Blitz.

PREPARATION

Follow the ‘Financial Blitz’ guide for preparing to save. As for what to tackle, I would choose a mix of big and easy savings. Take on the big ones and save immediately; take on the easy and quick for a few extra pounds. Always base your choices on your own priorities, but if you’re not sure, here’s a selection.


	Gas & electricity (‘Crash Diet’here)

	Credit card balance transfer (‘Healthy Eating’here)

	Mortgage/remortgage (‘Healthy Eating’here)

	Savings accounts (cash ISAs) (‘Crash Diet’, here and here)

	Water bills (‘Crash Diet’, here)



EXECUTION

That’s the ‘Blitz’ bit, and after seeing the scale of savings, you’ll have bags of enthusiasm for the ‘Pieces’ part. Now follow the Slow Burn and change everything in simple and easy stages.
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THE 10 GOLDEN INGREDIENTS

ENSURING FINANCIAL FITNESS for life involves more than just getting the best products. That works for the short to medium term, but what really drives continued savings is changing your mentality so that every time your fingers fondle loose change, you’re going to be as smart a consumer as possible. Becoming a successful Money Dieter has two sides: taking yourself on and building up your financial muscles.

The first involves throwing aside financial fears and phobias and learning that money isn’t a scary monster lurking in the cupboard, but simply a tool – and one you can easily master. That’s why the first five ingredients focus on taking control of yourself and your spending urges.

Building up MoneySaving muscles does sometimes involve a fight. The opposition are product providers and service companies whose goal is to make as much money from us as possible. Our task is to stop them; that’s why the second five form my ‘self-defence class’.

1. You’re In Charge

Don’t be scared. It’s what they want! The easiest way to lose a game is by not knowing the rules. But they really aren’t that difficult. Be confident, be informed and invest a tiny bit of thought each time you spend or make any financial decision (see here).

2. Prepare Your Pocket

Debt and savings are two sides of the same coin. Both are paying a set amount out of your salary each month, except that debt pays for something you’ve already had, while savings will pay for something you will have. The big difference is: with savings they pay you a little; with debt you pay them a lot of interest (see here).

3. Know Thyself

We’re all different. And this is our secret weapon. Providers tend to base their decisions on the conglomerated masses, but by knowing yourself and finding your niche you can play against these averages, and win (see here).

4. Be a Better Shopper

Retail therapy at a price you can afford is possible. First, control your ‘gotta have’ impulses with the right money mantra. This control allows you time to think, so you can have more and pay less (see here).

5. Forget Loyalty

Fact: No one financial services product-provider is top of the table for more than one product. Therefore, by definition, having two products from one company means at least one of them isn’t the best. Forget loyalty; it only pays them, not you (see here).

6. Talk to People

We live in a time of unrivalled access to information, yet as consumers most of us simply avoid taking advantage of this. STOP! Know what you are doing and you’ll be the winner. It’s a question of research, evidence and simply talking about money (see here).

7. Haggle

There’s no such thing as a fixed price. The ticket price is purely an indicator of what you need to pay. Legally they don’t have to accept it, so you don’t need to pay it (see here)!

8. Holler

You have rights so use them! Just because you buy cheap doesn’t mean you’ve no right to good service. And just because you’ve been with a company for a long time doesn’t mean you should let them take you for granted. If they do, move on (see here).

9. Think through their Logic

Shopping around isn’t enough – you may just get the best of a bad bunch. To really see through their charades ask, ‘How do they make money from me?’ and ‘How much do they make?’ (see here).

10. Find the Loopholes

They make money out of you so always ask, ‘Can I make money out of them?’ Companies assume everyone is lazy and apathetic; if you’re not, you can surf a wave of offers to make money. Go on, twist their terms and conditions. You’ve everything to gain (see here).

The next 10 chapters will describe each one of these golden ingredients in simple terms, teaching you how to think about and act with your money.


one

YOU’RE IN CHARGE

DON’T BE SCARED. It’s what they want! The easiest way to lose a game is by not knowing the rules. But they really aren’t that difficult. Be confident, be informed and invest a tiny bit of thought each time you spend or make any financial decision.

DON’T LET THEM TAKE CONTROL

I called up to book a hotel. I knew where I was going and roughly what standard I wanted. There were two hotels that fitted the bill. When I asked the cost, the first said, ‘That will be £60 for the night please, sir.’ The next: ‘That will be £60 for the night, please, sir, including, of course, our full breakfast, porterage service and unlimited use of our swimming pool and gym.’ It was a no-brainer.

But then I had a thought. So I redialled the original hotel and asked, ‘What’s included in the price? Do you have a porterage service? Do you offer a full breakfast? Do you have a gym and a swimming pool?’ And slap me down with a wad of fivers, as I suspected, it offered all those services, and all were included in the price. The only difference between the two hotels – the second had sold itself better.

We must take charge and set our own agenda if we don’t want companies to lead us by the nose. The sales patter the hotel used is known as ‘sandwiching’: as when telling a customer about a sandwich, don’t just mention the filling, tell them about the bread too. So it’s a beef and horseradish sandwich on freshly baked wholemeal bread straight from the oven and covered with sesame seeds.

Yet for every sales manoeuvre there’s a counter-manoeuvre. When you look at a sandwich, if it matters to you always compare the bread anyway. If the packet doesn’t describe it fully, find all the information to make the best choice. By taking a considered decision rather than being sold to, you take control.

All Money is DIY Money

Financial blinkers are a curse. Many people abrogate the responsibility for their own money and finances, whether formally or informally. Some hire an independent financial adviser; some simply leave it to their husband, wife, partner, child, parents, grandparents, uncle, aunt or anyone else, if they can get away with it.

Realise, though, that even if you hand over the reins to someone else, it’s still your money and ultimately you must take charge. Even if that person knows more about money than you do, just let him or her guide you. Don’t ever let somebody tell you what to do – not even me. This book is here to coach, guide, encourage, train, motivate and edify you; it suggests answers, solutions, methodologies and tactics – but ultimately the decision is always yours.

There’s nothing wrong with taking advice, but always question it and trust your instincts. In many walks of life, advisers make mistakes. Investment advisers or stockbrokers may know more about investments than you, but they don’t know your future. Think about the factors that affect you, and remember that even close family members, friends and partners have agendas, thought-processes and terms of reference that differ from yours. You must make the decisions about your life, and you must make the decisions about your money. You are in charge.

Things Change

Now let me add something unpleasant. If you are married, it may not last for ever. You may get divorced, or your partner may die before you do. In either event, if you’ve never taken control of your money before, you will find yourself dealing with it, alone, and probably with less income, during a stressful time. This is a tragedy you mustn’t allow to happen. Take an interest in your joint financial affairs right now; build up your understanding. I hope my dire warnings above are wrong. If so, all you’ve lost is a little time, but you’ll have gained a great deal of knowledge. And if you discover your partner isn’t a cornucopia of money know-how, together you can power through more savings.

FROM ICE CREAM TO PENSIONS: DON’T BE SCARED

Go on holiday, buy the kids a prezzie, visit a friend, have a drink on the way home from work – each affects your pocket. While many people say they hate making money decisions and consciously try to avoid them, unless you’re spending the day sleeping in the park, it’s impossible to avoid money. Yet most money decisions don’t scare us because we don’t think of them as being ‘financial’, and as we’re not scared when we think the decision through, we do it correctly.



Martin’s Money Memories: Money Spending Expert!

The two most common things people say upon discovering my title:

1. You’re the MoneySaving expert, I’m (my wife’s) the MoneySpending expert.’

2. ‘I’ll tell you how to save money: don’t spend it.’

Nuff said (Sigh.)



However, when we hit the big stuff – the products that affect all our lives and delineate how wealthy we are – the financial fear factor is high. You hear it all the time: ‘I don’t understand,’ ‘I never know what to do with my cash,’ ‘I’m the worst person in the world with money.’ Often it is said as a boast. Of course, in my life I hear it more than most; people say, ‘You can’t help me, I’m terrible with money.’ This seems slightly strange logic to me – more sensible would be, ‘You can’t help me, I’m superb with money.’ If you are trash with your cash, fantastic – the savings available from the Money Diet are huge.

While being bad with money is one thing, not dealing with it is criminal; it’s the financial equivalent of self-harm. If you always ignore the price and never think about the cost, then you’re probably always struggling with money. If you throw bills away without looking at them, your finances are probably critical. That one act alone slides a knife across the neck of your credit score. If that’s you – STOP. You’ve done well getting this book; now it’s time to take a deep breath and start repairing the damage. It can, and will, get better and easier.

As you’ll discover, the differences between buying a stakeholder pension and an ice cream aren’t that big.

THE FIVE-SECOND MONEY MAKEOVER

Having all the necessary information simplifies and improves decision-making. Throughout ‘Financial Fitness for Life’ I’ll be introducing techniques to aid the process, but ultimately it all boils down to a single core concept – the ‘five-second money makeover’. Which is: before you carry out any transaction, think ‘What are the questions I should ask?’ and once you’ve thought of them, ask them.

Asking should be pretty easy. Simply open your mouth and start speaking. Yet many of us feel stupid asking questions. This affects everyone. As a professional know-it-all, I panic when I need to ask a question. It’s the fear that everyone else will know the answer and think your question bloody stupid. The other day, a pizza menu included ‘fontina’ cheese, something I’d never heard of. Was it a (yuck) blue cheese? After two deep breaths I asked and it was answered without a fuss. If it’s a choice between your pride and your wallet (or palate), bite the bullet. When I was first taught to be a journalist, they always said, ‘Remember to check who, what, where, when, how and why.’ So ask questions – and as you read on, you’ll discover this book is full of the kind of questions you should ask.

This is so important I really want to stress it. Ask questions! Ask questions! Ask questions! A lack of information is the prime weapon product-providers wield to put one over on us. Questions disarm them, and empower us.

THE LIST OF THERE’S NOTHING WRONG WITH…

1… asking your partner how good your, and their, finances are. Knowledge of your own financial situation is crucial. You need to be assured that, independently as well as together, you would be fine. This isn’t selfish. If you care about your partner, make sure their financial fitness is good too. Remember, they might not be as good with money as they think they are, and two heads are always better than one. So take charge of your future, and look out for them, too, while you’re doing so.

2… asking for a discount. There’s nothing to lose. No one ever gets thrown out of a shop for politely asking for a reduction. No one ever gets hung up on for asking to pay just a little bit less. So why not have a go, and see how much you can save? (See ‘Haggle’.)

3… bringing sandwiches to work if you’re on a budget. Don’t be embarrassed; do it with pride. Maybe if you start the trend your work colleagues will find financial freedom too and do the same. And if anyone asks why, don’t say, ‘I can’t afford to go out and buy lunch every day,’ say, ‘I’m budgeting because I want to spend more on things that are more important.’

4… asking for money you’ve lent to be paid back to you. It was generous of you to help your friend out, so why be embarrassed to ask for your money back if you need it? One easy way, when you lend the money, is to set a time and a date for when you will ask for it back. Be upfront – it’s much less embarrassing than beating round the bush. A quick ‘Hey, remember that £20 you borrowed from me – any chance you’ve got it? I could do with it now’ is more polite and easier to deal with than obfuscated hints. If they were bold enough to ask you for a loan, you can be bold enough to ask them for it back.

5… not splitting the bill evenly. Why do we have meals with friends in restaurants and agree to split the bill evenly, even when some drink or eat much more than others? If someone generously wants to pay for all, great, but by splitting evenly perhaps you’re unwittingly making a debt-ridden, financially strapped friend pay for your wine. While technically the best solution is for everyone to calculate what they owe, that’s a complete nightmare. My technique is what I call the ‘Easy Honour System’. At the end of the meal, everybody should contribute what they think they owe, including the tip. Most people get it roughly right, but of course when you total up you’ll almost always be short – it’s human nature. So divide the shortfall by the number of people – let’s say there’s £50 difference and 10 friends, everybody then puts in an extra £5. It may not be completely accurate, but it’s a quick and easy way for people to pay near enough what they should. It helps you budget, without losing friends or looking too mean.

6… asking family for an interest-free loan, if they can help. Too often people hide their debts. One guy I worked with was paying hideous rates of interest on his loans. He was only young. He spoke to me, looking for help. When we talked through the options it turned out his parents could quite readily pay, but he simply hadn’t told them he was in trouble. As he had no other access to cheap credit I asked him to speak to his family. While there was a little bit of embarrassment, his parents lent him the money, interest-free. If necessary, it’s fair for family members to charge a low but reasonable interest rate. After encouragement, the young man signed a formal document to establish that it was a loan, not a gift. This transported him out of financial trouble immediately, without losing too much family face.

When I wrote this in the first edition, the loan had only just happened. Now I’m pleased to report the debt’s fully paid off. He’s completely debt-free, earning more money and preparing to buy a house.

7… asking friends how much they paid for something and where they got it from. There’s nothing wrong with freely trading information. The fact that we all like to keep quiet about our finances helps us all get ripped off. Friends often have similar interests, so when they do something or own something you might want, ask them, ‘How much did you pay, and where did you get it from?’ It sets up an easy point of reference for the future. And make sure they feel free to ask you the same. (See ‘Talk to People’.)

8… saying ‘I don’t understand’. Being confused is an easy way to get ripped off. If the person explaining something to you understands it, so can you. Make them explain it step by step until you get it. There’s nothing wrong with going back to basics. Everyone should be concerned that they are making the right decisions based on the right facts, and therefore should always make time to ensure they understand them.

9… asking for a payrise. If you need more cash, ask your employer. This empowers you and puts the onus on them to say no. And, incidentally, them saying no is about the worst that can happen. Remember you’re trained, valued and experienced. Bringing in new people is costly. Giving you a bit more and keeping you happy may just be good business. If you don’t ask you don’t get.



Martin’s Money Memories: She Already Had the Lipstick On

Caroline is a WPC with London’s Metropolitan Police. She’s in her mid-30s, with two kids. She was one of my first ‘Money Makeovers’ on ITV1’s This Morning. She described herself as being absolutely abysmal with money. But when we sat down, she started talking about her mortgage. Having watched the programme, and listened to me spouting on, she had already changed her provider. And that change alone meant a saving of over £1,000 a year. Then we came to credit cards and loans. Again the same, another annual £1,000 already saved.

Now, of course, there was more I could save her. I’m not suggesting that everybody will make these kinds of savings right off the bat. The very best deals take time and some expertise. Yet even without any help from me, Caroline had saved herself a good wodge. And most people, just by taking a little time, can generate an equivalent scale of saving. It’s all about deciding, perhaps for the first time in your life, to take charge of your finances and do it yourself. If it’s a kick up the backside you need, then hopefully, as you read The Money Diet, you’ll feel the thwack!



10… saying no. Don’t be sold to out of politeness, and don’t accede to pressure. You’re in charge. Only you know your financial situation, only you live your life, only you can decide what’s right for you – don’t let others browbeat you into a decision. Sense isn’t common.


two

PREPARE YOUR POCKET

DEBT AND SAVINGS are two sides of the same coin. Both are paying a set amount out of your salary each month, except that debt pays for something you’ve already had, while savings will pay for something you will have. The big difference is: with savings they pay you a little; with debt you pay them a lot of interest.

‘I’M ALWAYS SKINT AFTER CHRISTMAS’

Sitting in a bar one cold January evening with a well-paid friend who works in the City, I suggested we order some food. She turned to me and said, ‘Would you mind if we just got drinks? I’m skint.’ Now I was quite surprised by this. Why was she skint? Her answer, ‘Christmas, of course.’ ‘And?’ I asked again. ‘What do you mean, and?’ she said. ‘It’s just been Christmas. I’ve spent loads of money. I’m skint.’

Now, you’re probably thinking, what’s he going on about? Christmas is a good reason for spending. The festivities, the presents, going out, office parties, meeting people, and the excuse to spend and shop. So I’d like to point out a little fact – Christmas happens on 25 December every year; it’s not unexpected. Yet many people try to pay for it out of December’s money, and this is often doomed to failure – leaving a post-Christmas credit hangover to accompany alcohol’s mists. This isn’t just a Christmas phenomenon: it applies to tax bills, summer holidays and a lot more.

AVOID A SPIRALLING FINANCIAL DESCENT

Let’s look at the potential consequences of what my friend did. All her spending on food, drink, gifts and décor was in the pre-Christmas run-up – the time when shops traditionally charge the most. When January rolls round, the sales are on and it’s the cheapest time to buy. In her job she has to look good and feels the need to buy designer clothing. But she has no money left in January to take advantage of the bargains, so she has to wait and buy her clothes later in the year instead. This means it costs her a lot more, dropping her finances down yet another step. So by the time next Christmas arrives, she’s still paying for the last one. And thus starts the spiral.



BIG, BOLD AND BLOODY IMPORTANT

Spend more than you earn = DEBT

Continue to spend more than you earn = WORSENING DEBT

Never deal with it = DEBT CRISIS

For more on debt crisis see here (it isn’t pleasant!)



Budget, Plan, Prepare

The weapons to fight downward-spiralling finances are budget, plan and prepare. These aren’t necessarily easy, but are easily necessary. Even those lucky enough to have a bigger income than expenditure will benefit.



Martin’s Money Memories: A Future Looking Rosie?

Presenter, buy-to-let columnist, former BBC Arts correspondent, Rosie Millard, was in trouble. Despite owning over £2 million worth of property, she was splashed across the papers as suffering from ‘middle-class debt crisis’.

We share an agent and had worked
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	Use white vinegar instead of numerous cleaning products – it works and it’s cheap

	Cancel unused digital/satellite television channels

	Only use half a dishwasher tablet per wash

	Grow your own fruit and veg

	Use government MOT test centres (they’ve no vested interest in prescribing repairs for your car so it’s more likely to pass)

	Take a packed lunch to work

	Use energy-saving light bulbs

	Close the fridge door quickly to save energy

	Don’t leave electrical goods on standby

	Take out a magazine subscription if you always buy a mag each month anyway – it’s cheaper

	Quit smoking

	Walk/cycle instead of using the car for short distances

	Try camping for your holiday

	Invest in a slow cooker – MoneySaving/time saving rolled into one

	Use rechargeable batteries

	Use empty Coke/water bottles, filled with tap water, as dumbbells

	Keep your old perfume bottles in your undies drawer – that way the drawer will always smell fresh without using liners

	If you’re cooking using pans, place your plates on top to get them heated, instead of using the lids. Be careful they don’t overheat

	Start a compost heap

	Use the coach rather than the train – you can get cheap tickets

	Try for student night haircuts at top salons

	Stock up monthly at Aldi, Netto or Lidl for the staple foodstuffs

	Buy fruit and veg at your local market

	Check out local ads/eBay for gym equipment then kit out your garage – it’s cheaper than joining a gym

	Use your local beauty college for cut-price beauty treatments

	Buy cheap cola to flush down the toilet to keep it sparkling clean

	Go to the cinema 241 with the Orange Wednesday deal

	Try house swapping for an alternative and different holiday

	If the oven is on, use it well – cook multiple meals/cakes and freeze them

	Don’t have the heating on and the windows open

	Use a sponge/buff puff in the shower to reduce the amount of shower gel required

	Borrow rather then buy

	Use your library for internet access, books and DVDs

	When making tea or coffee, only fill the kettle with the amount of water required

	Start a car share scheme at work – MoneySaving and environmentally friendly

	Try going to the supermarket late night when they have more reduced items

	Cut out snacks between meals – healthier and you’ll save a fortune

	Keep kids happy with new toys every two weeks by using a local toy lending library

	Don’t ‘rinse and repeat’ when shampooing your hair – one application is enough

	Buy some clippers and cut your own hair or your family’s/friends’

	Use vegetable cooking water to make your gravy – conserves heat and vitamins

	Organise a clothes-swapping party with your friends – one (wo)man’s trash is another (wo)man’s treasure …!

	Brew your own beer

	Keep the fridge/freezer free of ice if not a frost-free one

	When shopping, write a list and keep to it

	Have a shower instead of a bath – it saves heating and water

	Bulk buy milk, bread and cheese when reduced and freeze it

	Check the cistern for leaks, easily done with food colouring – you may well be losing a lot of water

	Organise fun nights in for friends and family instead of going out

	Bake your own bread – no need to buy a bread machine, by hand is good enough

	Keep your fridge only half-full – if you overfill your fridge it will take longer for the food to cool as it slows the flow of the cold air

	Use e-mail instead of the phone or texts (and text for free on the web)

	Use cotton wool and lotion/water rather than baby wipes

	Turn your central heating thermostat down by one degree – you’re unlikely to notice the difference in the heat, but you’ll notice the difference on the bill

	Find out about local food co-operatives where you buy in bulk and split between you

	Ensure that your current tax code is correct or you could be paying more than is necessary

	Use money-off coupons, online and offline – save the money off in a piggybank, don’t spend it

	Car boot or eBay unwanted possessions

	Become a vegetarian, or at least cut down meat intake

	Never go shopping when you’re hungry

	When you’re hiring any kind of equipment do it over bank holidays so you’ll get a free day’s hire

	Don’t buy anything ‘new’ EXCEPT food and underwear

	Turn off lights if you aren’t in the room

	Recycle items like old envelopes as shopping lists

	Plan your meals in advance and stick to it

	Retain your mobile instruction book – they often give you money back if you return it!

	Make things, if you can, rather then buying them – surprise yourself and be arty!

	If using storage heaters, watch the weather forecast as you might be able to turn them off for a day or two – no point wasting electricity

	Don’t use vending machines – particularly for drinks and cans – buy a flask and save a fortune

	Buy toys and children’s books from car boot sales – prices start around 10p!

	On days off, cook meals and freeze them – especially for days when you’re too tired to cook and would normally end up with a takeaway

	Always take into consideration the cost of fuel when you drive to the (cheaper) shops

	Use vinegar as a fabric softener and add a couple of drops of essential oil for a fresh scent

	Instead of buying special scented ironing water just use water and a few drops of essential oil in a spray bottle – shake before use

	Check if your local catering college has a restaurant attached – good food at cheap prices

	Use www.fixtureferrets.co.uk or www.madaboutbargains.com to identify special offers at your local supermarket

	Get a calendar to record when bills need to be paid or library books need to be returned

	Use ‘economy’ settings on appliances where possible

	Use free/opensource software on your PC – usually just as good as its costly equivalent

	Before you throw cleansing wipes away, use them to clean the basin

	Check out PC magazine cover disks rather than buying software

	Make your own posh perfumed body lotion by adding basic unscented lotion to the empty bottle

	Buy remanufactured ink cartridges rather than new, or even better, refill

	When buying a PC, don’t buy a monitor, just reuse an old one

	Wipe over stainless steel kitchen appliances with a little baby oil on a clean rag – comes up like new

	Renew library books over the phone or online to save potential fines

	Check out charity shops, especially for vintage clothes or books

	Lay your dishcloth on top of the dirty stuff in the dishwasher and it will be cleaned at the same time

	Go to bed 30 minutes earlier than usual – get more rest and save on electricity!

	Put a water-saving device in your toilet cistern (such as a water-filled Coke bottle) if you have a meter

	When cooking slow-cook dishes, turn the oven off five minutes early – there should be enough residual heat for it to continue cooking

	Don’t buy gifts, give vouchers for your time, like ‘cook a meal’ or ‘tickle your feet!’

	Never take the children to the supermarket with you!!!!

	When you go on holiday, switch appliances off

	Always check the price by weight of products at the supermarket – you may be surprised to discover what the cheapest version is

	Use a defunct shower curtain as a garden water slide for the kids – you get a faster slide if you put a few drops of washing-up liquid in the water

	Use a shelf in your airing cupboard to dry clothes rather than putting the heating on or using the dryer

	Use baby wipes to spot-clean clothes

	Rinse milk bottles with cold water and then use the rinsings to water house plants – the milk is a mild fertiliser

	Cut old tights into strips and use as ties in the garden – much better than string

	Don’t buy shaving cream/lotion for your legs – conditioner works just as well and softens up the skin too

























	Bills (including mortgage)

	Family food
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	Video – used once a week at most, so now it’s unplugged when not needed.

	Three security lights outside – changed the time they stay on from seven minutes to two minutes each.

	Television – never to be left on standby.

	I have started turning lights off when I am leaving a room. Can’t quantify savings, but one evening the girlfriend phoned and we spoke for two hours and I actually turned off the light in the study (three spotlights).

	Washing machine – has an economy setting. Now using that for all my knocking-about clothes.

	Switched on ‘powersaving’ on my PC. Monitor now switches off if I’m away for more than five minutes.
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