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There are more lives being destroyed in recent years due to mismanagement of their financials. Many of those admitted that they spend more than they earn, resulting in deficits. As high as 80% of the people I know do not have a habit of keeping a spending journal or formulating a budget. A lot of them in fact are spending impulsively in this consumer product-centric era. The situation was made worse with the rising use of social media where every product is touted as a must-have by the “influencers”. Without having those products, one might be looked down by his or her peers. Every year, we are being bombarded by millions of products. Just smartphones alone, there are hundreds of models being introduced each year. Even companies and countries are finding it difficult to manage their finance. This is due to the fact that there is an imbalance in money flow in the economy, resulting in a massive wealth gap among the people in society.
 
I hope that you have a good time reading this book and hope that the information in this book is able to assist you in your financial plan.
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What is The Economy?
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A lot of people have heard a lot of this term but do not exactly know what it is. We keep seeing it in the news that the economy is doing well, or the economic outlook is really bad and that companies or the common people are running out of money in a bad economy. Whenever there is an economic crisis, we will notice that the government will announce  “stimulus packages” worth billions of dollars to pump in more money into the economy in order to prevent it from collapsing. 
So, what is actually happening?
To put it in simple terms, the economy is formed when a movement of money or resources across different people or entities stemmed from the supply and demands of goods. Humans have evolved to a higher level of existence than animals where we have learnt to utilise the resources available around us and began exchanging goods between us in order to get the supplies we need. The world is not created equal, that is a fact. The same goes for the disbursement of the resources when Earth was formed. Certain areas will some resources that are not available elsewhere. Because of this, humans started to exchange goods among each other in the form of a barter system. This also facilitates the creation of jobs since we have our own strengths, weaknesses, passions, and dislikes. We would focus on doing something that we are good at, or we like. However, we do have common needs, but we do not have the time to acquire those goods for the need. The barter activities the start of the supply and demand cycle. 
As civilisations became more advanced, we yearn for things that are not part of our basic needs. We are curious about new and fancy things, developing the urge to possess things that we might or might not need. 
That is when we have the first market for trading. As the empire expands, the capital will become a central trading zone for merchants from all over the empire, including outside of the empire.
When the transactions happen, it will start to generate economic activities.
The Economic Model
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The economic model can be as small as comprising just a few individuals, or as large as the entire region. The term “economy” doesn’t just apply specifically to a country. It can apply to an individual, a household, or a company. As a matter of fact, the origin of the word “economy” is derived from the Greek word "oikonomia", which can be translated to household management. 
 
Trading activities are the key to driving the economy of an individual, company, or even a country. When trading activities happens, goods exchange will take place. However, as the population grows, businesses expand. Demand increases tremendously. The effort to bring all your wares to be exchanged at the market soon became impossible. Imagine a golden goblet is worth thirty cattle. If you are a wealthy farm owner that wishes to get your hands on the goblet so you may showcase your wealth to your neighbour, you will need to transport all thirty cattle to the market just to exchange for the goblet. To overcome this issue, humans began to use other items that hold value, and small enough to carry in large quantities to exchange for goods. Thus, the concept of money was born and became the standard of measurement and the converter for one to purchase a specific good or service. Gold, silver, or any precious metals were most widely used as money back in the old days. When those metal became too troublesome or unsafe to carry around, paper currency was developed by the Chinese to alleviate the burden. 

The Chinese have mastered the art of trade centuries back. They understood the fundamentals of the economy and were, still is, obsess about making more money. There is a Chinese saying,
Money = Water
The Chinese always equate money with the flow of water. You will find water features and fountains incorporated in many building designs according to Fengshui. In fact, the term Fengshui is translated to “Wind-Water”, which shows the importance of the water element in the Chinese belief system. The flow of water represents the flow of money in an economy. The water features in a Fengshui design will always be built in such a way where the water is flowing to the owner of the premise. It signifies that money will continue to flow to their business consistently. 

The following illustrates how an economic model is described using the flow of water in a tank system.  
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There are three identical tanks, each with a water tap attached to it. To ensure that every tank will never run dry and they get the same amount of water in the tank, the water is set to flow consistently from one tank to another tank. In this way, every tank will have the same amount of water at all times. This would be the ideal condition in the economy where everyone will be able to have an equal amount of resources.
 
However, we live in an imperfect world. Reality is harsh and brutal. There is no such thing as equality in this world as every individual is made different and has different qualities. We think differently. Everyone is for themselves. Some might be stingy; some might be greedier than the rest. With different personal agendas in mind, people will behave differently. Because of this, a person will limit the water flow to the next tank so that he will be able to accumulate more water for other users. This will cause a discrepancy in the water levels between the water tanks since tank 1 is receiving more than it is giving out. 
 
 
￼[image: Picture 3]
 
 
Under this setup, the person running Tank 1 will have more water than the other two, making him the “richest” in terms of water volume he has, followed by Tank 3 and Tank 2. This is exactly what causes some people to have more money than others through excessive saving.
 
However, the model above is not sustainable and it will cause severe problems to the “economy” of the three tanks above. If the person running Tank 1 continues to limit the amount of water to Tank 2, ultimately Tank 2 will run dry. With that, Tank 3 will not be able to receive adequate water from Tank 3 and will end up with a dry tank as well. In return, the incoming flow from Tank 3 to Tank 1 will eventually stop as well.
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With Tank 2 and Tank 3 dried up, the water flow stops. Tank 2 and Tank 3 will be rendered useless. Those who rely on the two tanks for the water source will be greatly affected. They will have no other choice but to severely limit the use of the remaining water. When there are none, they will be doomed.
 
This is what causes bankruptcies and layoffs in reality when an individual or a company runs out of money. 
 
How to fix this situation?
 
The ideal solution would be Tank 1 releasing back the water to Tank 2 so that it can be filled up and supply the water to Tank 3. With that, the situation will go back to its initial state where the water can be distributed evenly to all the water tanks. 
 
What if Tank 1 is still a stingy, greedy bastard? 
 
If Tank 1 refused to release more water to Tank 2, then one alternative solution for Tank 2 would be sourcing from another water source to prevent it from being dried up.
 
￼[image: Picture 5]
 
 
With the new water source, this could revive Tank 2 and provide the required water to Tank 3. However, depending on the terms and conditions set by the operator from Tank 4, it could bring more harm than good in the long run. If the Tank 4 operator is channeling more water into Tank 2 with no conditions, then the economy will continue to run without issues, only with Tank 1 running the risk of being overflowed.
 
But what if Tank 4 requested Tank 2 to pay back the water with an extra 20% of the volume that was given out?
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Tank 2 will be running out of water pretty soon if the supply from Tank 1 could not be used to cover the extra volume required by Tank 4. The whole water flow would grind to a halt again when Tank 2 is empty. It will only run again if either Tank 1 or Tank 4 increases the flow of water to the system, or Tank 2 sources its water from other places, which runs into the same risk as it does with Tank 4.
 
Sounds familiar? Look at your loans.
 
The global economy model becomes complicated a gazillion fold if you add the total of the human populations, all the companies, and all the trading activities that are happening around the world.
How to Get Rich?
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After understanding the basic economy, how can utilise the knowledge to make more money?
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The first step to ensure that you have more dough in your bank account is plain old simple math:
 
Income > Expenses
 
The income that you get from your job must be greater than your expenses. With the extra cash, one could save it in the high-interest saving accounts, or place them in other investment vehicles to generate more income. Nowadays, with consumer-centric products and the influence of social media, more and more people are spending more than they could afford. One does not need to change his or her phone every year. The only thing that these people buy expensive things that they can barely afford is to showcase them on their social media, just so that their friends could get jealous. 
 
The low barrier of getting credit cards from banks only added more fuel to the fire. According to statistics, a staggering amount of bankruptcies filed in the country was due to credit card debts. When a person is swiping their credit card happily on the machine, he or she is effectively spending future money. This situation changes the equation above where one must always be sure that they never overspend. Through the convenience of a credit card, the equation has changed to
 
Income – credit card debt < Expenses
 
The income of the individual will be greatly reduced as one will need to pay off the credit card debt the following month. Things got exponentially worse if the cardholder was unable to pay off the debt. The insane interest rate imposed on the credit card for late or non-payment, with its compounding effect will snowball into a gigantic debt that the cardholder will no longer have the ability to pay back.
 
The feeling of splashing out always feels great, but temporary. It is the same as taking drugs. You will feel great momentarily, but the consequences can be devastating.
 
Remember, 
 
Only use future money for emergencies
 
 
“Wants are different from needs.”
 
“Feed our brains, not our egos.”
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The second step is to ensure that you have multiple forms of income, not expenses. Try cutting down the expenses for things that are non-essential, e.g. weekly dinner at some fancy restaurants, the daily dose of coffee from the famous coffee chains, upgrading your phone to a newer model every year, so on and so forth. 
 
Budget preparation
 
It is a good habit to formulate a budget for your expenses. This is to ensure that you are always able to keep track of where your money is wasted, I mean spent. You are also able to make adjustments to your expenditure whenever required, e.g. economic slowdown, or cut down unnecessary spending.
 
All you need is a pen and paper. If you are tech-savvy, you could do it on the spreadsheet or any free mobile apps out there.
 
 
 
Step 1:
Prepare a budget and list down all your current expenses:
 
	Income	USD per month
	Salary	3,200.00
	Expenses	 

	Coffee	400.00
	Dinner	600.00
	Fuel	500.00
	Bills	500.00
	Entertainment	500.00
	Rental	500.00
	Balance	200.00

 
Step 2:
Cut down or reduce unnecessary expenses so that you will end up with a bigger balance.
	Income	USD per month
	Salary	3,200.00
	Expenses	 

	Coffee	100.00
	Dinner	200.00
	Fuel	500.00
	Bills	200.00
	Entertainment	100.00
	Rental	500.00
	Balance	1,600.00

 
Step 3:
Use the added cash at hand for other investments, or save up in the high interest fixed deposit accounts.
 
	Balance	USD per month
	Salary	1,600.00
	Investments	 

	Savings account at 3% per annum	600.00
	Stocks	500.00
	Bonds	500.00

 
Step 4:
Use the extra money generated from the investments or interests received from your saving account and increase the amount in those investments. 
Step 5:
Repeat step 4.
 
If you have extra time at hand or special skills, you could try to increase your passive or active income types.
 
	Active Income	Passive Income
	Second Job	Renting out extra rooms or properties
	Selling things	Stock Investments
	Freelance work	Interests from High Yield Savings account
	 
	Royalties from books

 
Definitions: 
 
	Active income - This will take up a sizeable chunk of your time in order to maintain the business. If you stop, the income stops.

 
	Passive income – You will still get paid without working once you have already set up or have invested in them. The income will be a recurring occurrence until the business or the investment went bust. You can earn money even when you sleep.

 
It is recommended to increase the passive income over time so that you will have more money sources for your other job or investment. Remember the multiple water source model? This will be the setup that you would want to go for if you planning to have more money in your bank account.
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The diagram above illustrates the income setup where most people should establish if they want to achieve financial freedom or becoming rich. The person must have multiple income sources that will help to provide continuous income streams to support their life should one loses his or her job during the economic downtimes. The extra revenue stream will help to alleviate some burden while he or she looks for a new job. The extra money also comes in handy if one decides to start his or her businesses. One way to quickly set up a new income stream without putting too much effort until it disrupts our main job is through investments.
 
Imagine your stock investment generates 1,000 dollars from the dividends every month. You now have 4,200 dollars of income in total. (3,200 from the main job)
 
If you
What is An Asset?
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	High market liquidity - stocks

	Low market liquidity- properties

Ultimate Money-Making Machine
￼[image: Line]
How Companies Get Rich?
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	Brand Awareness

	Product Quality 

	Market Share

	Cashflow

How Countries Get Rich?
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	Tourism

	Direct Foreign Investments

 
Moneterism
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	Increase the interest rates for loans so that fewer people would borrow and add more money into the economy

	Increase the income tax rates to cut consumer spending, thereby reducing the money flow into the economy.

	Price control on goods and services to prevent the drastic increase in price that will allow more money circulation.

	Prevent the economy from growing too fast too soon. The growth rate should be consistent with the population growth as well as the supply and demand trend. When the demand outpaces supply, the price of goods will increase.

Corruption is the Cancer to A Country’s Economy
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Global Pandemic, the Bane of Economy
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	Increase the taxes for those industries, companies, or individuals that are getting reaping the benefits from the situation, e.g. masks providers, hand sanitiser suppliers, etc. The extra money collected can be channeled back to those industries in need.

	Negotiate with the banks to temporarily reduce the interest rates to reduce the burden of the borrowers so that they could avoid defaulting the payment. For companies or individuals who are most affected by the situation, moratoriums can be considered as a temporary relief. Lower interest rates would also encourage some companies to take up loans to resolve their cash flow issues.

	Zero tax or a reduced rate if the non-essential goods are purchase online. This would encourage more consumers to purchase non-essential items through e-commerce platforms to ensure the continuation and survival of the businesses. The zero-tax rate will be very tempting for consumers as they would be able to save up a sizeable amount when they perform bulk purchases.

	Hefty fines for individuals or companies that deliberately increase infection within a community, such as not getting treatment or isolate oneself after tested positive for the infection. This is to create awareness about an individual’s responsibility to the community and to instil discipline to the public, as well as preventing the infection rate from spiralling out of control. The fines can then be used to assist those in need.

	Assist businesses that are badly affected to contribute in some way, e.g. engage airline companies to assist in the logistic segments, temporarily convert the workers in the tourism sector to assist the government initiatives to spread awareness about the disease and to help out the overstretched medical team at hospitals.

Final Word
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