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Foreword

I first met the Smart Cookies on the set of The Oprah Winfrey Show. The show was called “This Is Your Year to Get Richer” and it was devoted to wrapping up a year-long series called the Debt Diet, during which three families had undergone massive money makeovers on-camera. I was one of the Debt Diet coaches, working with a family I’m proud to say came through the program with flying colors and continued to soar.

Millions of Oprah viewers—as they always do—tuned in. Many joined us in taking the Debt Diet challenge, signing up on Oprah’s website to track their own progress, download our tools, and recharge their financial batteries. These five young women were among them. They took our Debt Diet as inspiration to start their own money group. They called themselves the Smart Cookies. And when our producers went looking for success stories to feature on the last episode of the series, we found them.

Andrea, Robyn, Katie, Angela, and Sandra were—at the start of the series—a lot like most women. They had five figures of credit-card debt. They weren’t earning what they felt like they deserved. They spent more than they made. They felt behind the eight ball where their money was concerned: ashamed, afraid, embarrassed, naive. But unlike most people, they decided to do something about it. And they decided to do that something together. (If you’ve ever had a running buddy or a diet buddy, you know together is so much better than separate.)

In the chapters that follow, you’ll read about their accomplishments and setbacks, their successes and their frustrations. You’ll see five financial lives that could have stagnated or spiraled downward but are now on the right course. And you’ll see that you have the ability to execute this sort of turnaround too.

What impressed me most about these five women—what inspired me to suggest that they put their experiences down in writing—was that they did this with no Wall Street experience, no MBAs, no hedge-fund-managing boyfriends or spouses. They caught the message that I’ve been preaching for years: Managing your money is not rocket science. It takes a little bit of work, a little bit of knowledge, and a little bit of willpower. Once you have those things, it’s difficult not to succeed.

The other thing that got to me about the Smart Cookies is their ages. “I wish I’d learned this ten years ago!” If there is one regret I hear over and over again—from listeners to my radio show, Today show viewers, or Money magazine readers—it’s this. “Turn back the clock, please, now that I know the miracle of compound interest, now that I know that small amounts of money saved (i.e., not spent) really do add up to big bucks over time.”

Andrea, Robyn, Katie, Angela, and Sandra not only got the message. They got the message young. They are living examples of what happens when twenty-and young-thirty-somethings actually do pick up the ball and run with it. Reading their stories may be precisely what Generation Y needs to start doing the same thing itself.

         

Jean Chatzky
 April 2008



Introduction

The Smart Cookies’ Story

If you’re like most people, you grew up with certain expectations about what life would be like as an adult. You probably assumed that after you graduated, you’d find a job, work hard at it, and move up the metaphorical ladder, steadily increasing your salary as you advanced in your career—just like your parents did. By the time you hit your thirties, you’d have a home, a husband, and maybe a family. There’d be money in the bank, a budding retirement account, and all the trappings of adulthood: annual vacations, jobs with benefits, and a mortgage.

But if you picked up this book, we’re guessing that your life doesn’t yet match your expectations. Instead of feeling financially secure, you may still find yourself counting the days between paychecks. Although you’re several years into your career, you may be struggling just to keep up with what seem like ever-growing monthly expenses, not to mention trying to set some money aside for the future. Even though you’re making a decent salary, you’re probably using some of it to pay down your credit cards, school loans, or the car you financed. If you missed even one paycheck, you could be in trouble. How are you ever going to save enough for that vacation, much less a home, a baby, or retirement?

Here you are: a smart, successful woman with a good career. So why can’t you get ahead financially?

No matter how well-educated you are, unless you majored in finance or business, it’s unlikely that you ever had any formal training on how to manage your money. And for all your parents did to prepare you to succeed once you were on your own—giving you food, shelter, clothing, and encouragement when you were young; pushing you to get good grades so you could get into college (which they might have even paid for); and offering “loans,” generous gifts, or a place to stay after you graduated—they probably didn’t teach you all the financial basics you’d need to truly succeed. They might have tried, offering general advice about spending less than you make or setting aside money in a savings account. But you probably never got the specifics to help you apply those lessons to your life like how to estimate actual living expenses, buy a home, or get rid of credit-card debt while still saving money for your long-term goals. That’s where we come in. We want to fill in all those blanks that have kept you from achieving financial success.

We’ve written this book with women in mind because we are women ourselves and because too often it seems that our gender lacks confidence in our abilities to manage money well. We want to change that. Men are no better with money than women (research has shown that). But even today, it seems there’s still an unspoken assumption that men are inherently more capable of making and investing money than women—how many female stockbrokers or financial advisers do you know?—and that discussing finances among women is somehow improper, or at least impolite. In many households, it’s still assumed that the husband will be the main breadwinner and that he will handle the finances. The association between men and money has been passed down from generation to generation, just as child care and housekeeping are still considered women’s work (even though most women are now holding down a full-time job in addition to their domestic duties). So what happens? Women often cede control of their money to the men in their lives—whether it’s a boyfriend, father, or financial adviser—or they are left to figure out their finances on their own by trial and error. Both are potentially costly methods that can put you years behind in reaching your goals and reinforce underlying, if untrue, beliefs that you can’t successfully manage your money on your own. Is it any wonder then that so many women our age are doing well in every other area of their lives yet they can’t seem to get control of their finances?

The problem isn’t that you’re unable to manage your money; you’re just unprepared.

Did you know how much money you’d need to live on your own when you moved out of your parents’ house? Had you ever prepared a budget (or spending plan, as we like to call it)? Or set up automatic bill payments online? Or had the faintest idea that—thanks to compounded interest—the “18 percent APR” on your credit card actually added up to more than $18 per year for every $100 you charged? Did you know whether, or by how much, your employer matched your 401(k) contributions or the advantages of opening a Roth IRA? Did you understand what a FICO score was or how important it would be in determining how much you’d pay for everything from car loans to mortgage payments?

If you’re shaking your head, don’t worry. We may be Smart Cookies now, but we certainly didn’t know the answers to most of those questions when we formed our money group. We were just like you: successful women struggling to get control of our finances. At the time, three of us worked together in marketing and public relations at a multinational company. One of us was a social worker, and the fifth worked at a TV production company. Each of us had her own unique money problems, but we all shared a desire to turn our situations around. We just weren’t sure where to start.

Then, in early 2006, some of us (who had flexible schedules or TiVo) saw an episode of The Oprah Winfrey Show that featured several financial experts offering advice to families on paying down debt. Over the next few days, during conversations with friends and colleagues, we realized that there were others who were looking for a way to improve their finances too. We thought: Why not do it together? In the end, the five of us found one another, through existing friendships or mutual friends, and decided to form a money group—kind of like a book club, but instead of reading and discussing books, we’d be reading our bank statements and discussing ways to pay down our debt and make more money.

We bought almost every book in the personal-finance section of the local bookstore and read through them all, gathering the best tips from each. We sought out mentors and asked how they made and managed their money. We collected months’ worth of bank and credit-card statements, bills, and pay stubs—not an easy task!—and made a commitment to be brutally honest about our financial situations and do everything we could to improve them, to support one another, and to keep all conversations from the group meetings confidential. Though we all knew of one another, some of us had never actually met until we formed the group, and none of us had shared our financial problems with the others. The prospect of disclosing our debt and our financial foul-ups was a little scary for all of us at first; that’s information we hadn’t shared with anyone. But, as we learned in our first meeting, it was partly our reluctance to deal with or to discuss our financial problems that had left us all in pretty bad shape.

Between us, we realized, we had a combined $35,000 in debt and barely any savings. Two of us had recently emerged from long-term relationships, and we had little experience or confidence in managing our own money. Another was engaged and worried that her shopaholic tendencies would put a serious strain on the couple’s finances and their impending marriage. Though she made a lot of money for someone her age, she usually spent all of it (or more) before the next paycheck arrived. How was she ever going to save enough to help pay for their wedding, not to mention their long-term goals? Our fourth was in even worse shape. She was drowning in debt, having maxed out a revolving line of credit from her bank as well as two credit cards—one of which had recently gone into collections when she could no longer keep up with her payments. And our remaining money-group member had recently moved out of her parents’ house after carefully stashing away nearly $8,000 in savings. But within a year of living on her own, she’d not only blown right through all of that money; she was now accumulating credit-card debt as well.

Needless to say, we were a collective financial mess. Our money problems were affecting every area of our lives: adding stress to our relationships, keeping us up at night, and making us feel less secure about ourselves and our futures.

At the time, it seemed like it would take years of drudgery and deprivation to dig ourselves out from under our debt and start to build real wealth. But, to our surprise, within a year of starting the Smart Cookies Money Group, we’d already made substantial progress—and without sacrificing our social lives, our sanity, or even our Starbucks lattes! Even we were surprised at how much we’d learned, how much we’d accomplished, and how much fun we had doing it.

In just a year and a half, we’d added thousands to our retirement accounts, paid off nearly all of our credit-card debt, saved more than $25,000, and our engaged member and her fiancé even managed to pay for their $22,000 wedding in cash. One of us had gone into business for herself, each of us had significantly increased our incomes, and had either bought, or were planning to buy, homes. Barely a year after the Oprah episode that inspired our money group aired, we were being featured on her show ourselves, talking about our accomplishments!

We were no longer trying to avoid, deny, or cover up our financial situations. We were celebrating our successes and working toward even bigger goals. We were no longer scared or intimidated at the prospect of handling our finances but excited by it—especially after we’d proven to ourselves that we were not just capable of managing our money but were good at it. We no longer felt suffocated by our debt or trapped in our jobs. We had increased our incomes substantially and paid down our debt. Most important, each of us had taken sizable steps toward achieving the kinds of lives we’d only dreamed about a year earlier.

Now we want to help you do the same. We’re not going to lecture you for past mistakes. We’ve made them ourselves. We’re not going to overwhelm you with a lot of financial jargon or big promises. We’re simply going to share with you how we did it: the strategies we used, the lessons we learned through our own experiences, and the expertise we’ve gained through research and interviews with successful, self-made women we’ve sought out along the way.

We’ll explain how to start your own money group, but you don’t need to be a part of one in order to take control of your finances now. Our book is designed to provide you with all the information you need to achieve financial success on your own, no matter how much you’re earning or the amount of debt you’re carrying. But this is more than an instruction manual. When you buy this book, you are joining a community of women who are committed to being financially successful. You can log on to our website (www.smartcookies.com) to stay connected and on course. Use the site to chat with other women going through similar experiences, and download worksheets and additional tools.

In the upcoming chapters, we’ll provide you with both advice and support. We’ll give you specific exercises to keep you on track and accountable. We’ll also share our successes—and our slipups—to inspire you and to remind you that we’ve been there too. We’ve made mistakes. But we’ve also made great progress. And you can too.

We know what you’re going through. And we’re here to tell you that it is possible not just to turn your financial situation around but to improve every aspect of your life. You truly can have it all: the dream job, the dream house, an abundance of money and love. It is well within your power to make it happen. We’re going to show you how.

Just by picking up this book, you’ve already proved that you’re a Smart Cookie. You’re ready to take control of your finances and transform your life. By the time you finish this book, you will have dramatically changed the way you think about money and you’ll start to see improvements in your bank account and in your life. You’ll know how to pay off your debt as quickly and painlessly as possible and how to lower the interest that you’re paying in the meantime. You’ll know how to invest your money in order to get the best returns by your deadline. You’ll know how to be financially savvy and still be fabulous. You’ll know how to save money for big-ticket purchases without feeling deprived and while still having fun in the meantime. You’ll know how to increase your income now and how to buy a house that’s not just a home but a real moneymaking investment. You’ll have a clear picture of the life you want in a year, two years, even five years—and how to get there—and you’ll be amazed at how much closer it will seem.

It’s time to take control of your finances and start living the life you deserve. Let’s get started!



About Us

ROBYN: THE CASH COUNSELOR

When Robyn became a Smart Cookie, she was 31 and working as a social worker at a nonprofit agency, where she made about $42,000 a year. She and her husband had divorced nearly two years earlier, and she was still struggling to get on top of her finances. She’d managed to invest about $3,000. But she’d gone through $16,000 worth of savings after the divorce and now owed $12,000. Her goals were to earn a master’s degree and get a better-paying job, buy a bigger home, and pay off her debt. Within a year and a half of joining the money group, she had done all four. She completed her master’s degree in social work and increased her earnings by $40,000. She had nearly paid off all of the $12,000 that she’d owed, invested another $4,000, and bought a bigger condominium using the $80,000 profit she made selling her first home. With her social-work background, Robyn became our designated Cash Counselor. She was good at making us feel at ease discussing our finances, and she really understood the psychological reasons behind our spending habits.

ANGELA: THE MONEY MAGNET

Angela was 26 when she became a Smart Cookie and was working long hours at a TV production company for little pay (she earned about $10 an hour and often worked 60 hours a week). She really liked her job, but she had no savings and had just cashed in her retirement fund to help purchase the condo that she shared with her boyfriend of nearly four years. The couple also shared their money, though—as Angela would openly admit to us later—she’d given her boyfriend complete responsibility for their finances. So she had little idea of where their money was going, or what she was entitled to, when the two separated not long after we started meeting and she was suddenly forced to take control of her finances. Her goals: to save more money and to find a new career that she loved that would pay enough to fund her dreams. Within 18 months, she had started her own business, more than doubling her previous salary, and built up more than $8,000 in her savings account. Not only did she increase her paycheck, but she constantly came up with creative ways to save or earn extra money—from selling old clothes on craigslist.org to taking a part-time job at her favorite furniture store so she could take advantage of the deep employee discounts to furnish her home. As our resident Money Magnet, Angela has helped the rest of us come up with new ideas for attracting more money too.

SANDRA: THE SAVVY SPENDER

Sandra was 24 when she became a Smart Cookie. She’d recently moved out on her own and was working as a public-relations coordinator. She owed $2,000 and had run through all the money she’d saved up while living at home. She’d invested a little ($500) in a retirement account but wanted to increase that amount substantially. She also wanted to buy her own condo, move up to become a public-relations manager, and develop smart spending strategies so that she would never go through her savings or carry a balance on her credit card again. Within a year and a half, she landed her job as a PR manager, increasing her earnings by $15,000. With more money coming in and new spending habits in place, she was able to pay off all her credit-card debt, save $4,000 and invest $4,000 more, and was already making plans to buy her first condo. An admitted shopaholic, Sandra has also proven to be a Savvy Spender. She’s become adept at scouting out fabulous finds at bargain prices—whether it’s trying on a specific brand of jeans in the store and then buying them on eBay instead (where she got them for half the in-store price) or getting more than $900 off the regular price of a beautiful leather couch by finding a “slightly damaged” model that had a tiny, nearly unnoticeable rip on the underside.

ANDREA: THE DEBT BUSTER

When Andrea became a Smart Cookie, she was 28 and working as a marketing manager. She had used the $120,000 profit she made selling her first condo to buy a new one downtown, where she had always wanted to live. But she owed $18,000 between her two credit cards and a credit line she had through her bank, and she had nothing in her savings account. Worse, she’d fallen behind in payments and one credit card had gone into collections. She’d maxed out the other card, plus the credit line, and nearly used up the overdraft protection on her checking account. She wanted to pay off both credit cards and the line of credit she’d gotten from her bank, earn more money at her job or find a better-paying one, and start saving so she had a cushion in case of emergencies and could work toward other long-term goals she wanted to accomplish. Within a year and a half, she had found a new job in marketing as a director and increased her earnings by $20,000, paid off all of her debt (and remained out of debt), saved $3,000, and increased her monthly contributions to her retirement account. As the Smart Cookie who had the most consumer debt—and paid it all off!—Andrea became our official Debt Buster.

KATIE: THE NUMBER CRUNCHER

Katie is our youngest member—just 23 and working as a public-relations manager when she became a Smart Cookie. She owed $3,000 on her credit card and had no savings. She’d been smart enough to invest in a condo with her then-fiancé (now husband). But her compulsive spending was beginning to take a toll on their relationship, and she wanted to make a change before they got married. She also worried about how they were going to pay for their wedding. But within a year and a half, Katie had paid off all of her credit-card debt and increased her salary by $25,000—first, through a promotion at work, then by taking on a number of freelance contracts. She and her husband also saved enough to pay for their $22,000 wedding in cash and still have enough left to pay off the $15,000 they owed on their car loan. Katie also accomplished a lifelong dream of starting her own PR business, which increased her earnings, and her confidence, even more. A whiz at calculations—whether it’s comparing the returns on her investments or coming up with a spending plan that will allow her to save more money—Katie is a natural Number Cruncher.



chapter 1

The Taboo Topic

Starting the Conversation about Money

Money.

How often have you said the word aloud? How often do you talk about it with your friends, your family, or your colleagues at work? Do you know your best friend’s credit-card balance? Or how much your parents owe on their mortgage? Have you ever asked your colleagues how they manage their money?

Probably not. To do so would seem almost as intrusive as asking about their bedroom activities, right? Or worse! In fact, we’re probably more likely to share stories of our sexual exploits than to divulge details about our paychecks or credit-card statements with our friends and family.

Money is ever-present in our lives. We use it daily and can’t survive without it, yet women hardly ever talk about it with each other. We’ve been conditioned to believe that it’s impolite to ask how much money someone makes, or how much they paid for their home, and distasteful to disclose how much we earn from our investments. We’re discouraged from discussing how much money we have, and we worry about being perceived as greedy for wanting to earn more—or, at least, saying so out loud—especially if we have a job that we love. (The Smart Cookies definitely do not subscribe to this belief. It’s one of many myths about money we’ll discuss in this book that keep women from earning what we’re worth.)

You probably have no problem telling your girlfriends about the great deal you got on that Isaac Mizrahi dress at Target. But have you ever compared earnings or investment strategies over cocktails?

Until we formed the Smart Cookies Money Group, we hadn’t either. In fact, we would consciously keep from talking about how much money we had, made, or owed, to avoid making anyone uncomfortable, including ourselves. Instead, we’d steer the conversation toward more neutral topics like dating or shopping or the last great book we read. We didn’t want to find out that our friends were making a lot more than we were or to admit that our paychecks weren’t as big as we wished they were. Some of us were embarrassed to disclose how much credit-card debt we had or, worse, to admit that we had no idea what our bank-account or credit-card balances were.

Whatever the reason we gave, we know now that our collective refusal to discuss our money problems only made them worse, and that our explanations were really all just excuses. Do any of these sound familiar?

IF I DON’T ACKNOWLEDGE MY DEBT, MAYBE IT WILL GO AWAY 
(Robyn)

I used to live by the motto “ignorance is bliss” when it came to money: If I didn’t think or talk about my growing debt, I thought, I wouldn’t have to worry about it. Of course, I knew deep down that it was there. But I figured I’d pay it off at some point. In the meantime, I just didn’t want to stress out about it. So I avoided looking at my ATM receipts and credit-card statements. I rarely even kept track of my bank balance (it was usually so depressingly low). I regularly went over my checking-account limit and paid extra fees as a result. But if my debit card was declined, I’d just pull out a credit card. That would explain why, at the time I joined the Smart Cookies Money Group, I had nearly $12,000 in debt.

I’M NO GOOD WITH MONEY, SO WHY TALK ABOUT IT? 
(Angela)

I didn’t like to discuss money because that would have meant revealing my ignorance on the topic. I remember being so clueless about my finances when we had our first money-group meeting that I actually had to check with my then-boyfriend to find out how much we had in our bank account and what we paid on our mortgage each month. It is awful to admit, but I handed my paychecks over to him every two weeks and he essentially handed me an allowance. At the time it seemed like the right decision. He was good with money, and I thought I wasn’t (something I laugh about now). He liked reviewing our finances, and at the time I’d convinced myself that looking at numbers on a spreadsheet was boring. He told me he had everything under control, and I believed him. I rarely spoke up about our finances because I felt I didn’t have much credibility. The result? I wasn’t even sure where to find any of our financial documents or how much equity in our home I was entitled to claim when we separated.

I DON’T WANT MY COLLEAGUES TO THINK I CAN’T KEEP UP WITH THEM 
(Sandra)

Since my friends and I never talked about how much money we made, I’d assumed that Andrea, with her well-kept hair, Seven jeans, and designer sunglasses, had it all together and wouldn’t relate to my financial problems. Andrea and I both worked at the same company, but I never asked how she afforded her elegant attire. That seemed impolite. I just figured that if she could, I should be able to too. I had been really disciplined when I’d lived at home with my parents, automatically depositing a portion of my paycheck into a savings account. I’d put away nearly $8,000. But saving money became a much bigger challenge once I moved out on my own and was suddenly responsible for covering my room and board and everything else. Within months, I went through the money I had saved up and charged another $2,000 on my credit card, going out and trying to keep up with Andrea and my other well-dressed colleagues. I was shocked (and a little relieved) to learn at our first money-group meeting that Andrea had the most debt of all of us: nearly $18,000.

WHAT WOULD MY FRIENDS SAY IF THEY KNEW THE TRUTH? 
(Andrea)

I felt a lot of pressure to keep up my professional appearance, and I had told myself that I needed to maintain a certain image to be successful in my career. Of course, there’s nothing wrong with looking polished and put together. But for me, that was just an excuse to spend a lot of money I didn’t have on pricey designer clothes and too many dinners out with friends that I wanted but knew I couldn’t really afford. I may have looked like I was wealthy, but I was anything but. I was in such financial straits at the time we formed our group that I had begun avoiding the phone for fear of facing another call from the credit-card company—or, worse, one from a collection agency. If Sandra had continued trying to keep up with me, she probably would have ended up in the same financial predicament. Of course, until I became a Smart Cookie, I did my best to make sure that no one knew how I’d paid for all those clothes. I was petrified that the people I liked and respected would think I was a failure if they found out how much debt I had accumulated trying to maintain a lifestyle I couldn’t afford.

I DON’T WANT TO STOP SHOPPING! 
(Katie)

As a public-relations manager, I was making a lot of money for someone my age, and I figured I deserved a nice wardrobe (“nice” meaning expensive, of course). But I must have known deep down that my spending was a little out of control. I looked forward to my fiancé’s golf outings so I could go shopping and stash away new purchases before he came home. I would scurry around trying to hide the evidence, putting the cut-off tags and shopping bags at the bottom of the trash bin. When he’d ask whether an outfit I’d bought was new, I’d lie and tell him he’d seen it before. Then one afternoon, after I’d bought a $300 pair of True Religion jeans, I forgot to tuck the receipt away in my wallet. My fiancé spotted it and asked if I had really spent this much on yet another pair of jeans. I felt my heart race, and my face grew red. He was flabbergasted by this kind of spending—especially since I owned nearly a dozen pairs already. And I couldn’t explain the purchase to him, or to myself. I knew it was time to get help, or, I feared, my spending habits could cause long-term damage to our relationship, not just our bank account. I realized I’d been afraid of talking about money with my friends or with my fiancé, because that meant acknowledging the hundreds of dollars I was spending, or charging, on new clothes each month—and it might mean the end of my shopping sprees altogether! By the time we formed the money group, I had about $3,000 in credit-card debt, almost all of it from shopping. That was something I definitely didn’t want to admit to my fiancé, my friends, or myself. But I did. (And, by the way, I am as stylish as ever. I just became a smarter shopper. But we’ll get to that in Chapter Four.)

         

In fact, we all confessed the details of our financial situations in that first meeting: how much we made, how much we owed, and how much we needed to learn about managing our money. It was scary and a little embarrassing. But it was also a great relief. Admitting our own money mistakes, and learning about those that our peers had made along the way, actually made us feel less anxious about our situations and created an immediate bond between us. The real reason none of us had wanted to talk about money was because that would force us to take responsibility for the mistakes we’d made—or were still making. But we quickly realized that it was only once we started talking about the less-than-ideal state of our finances that we were finally able to do something about it.

It was comforting for each of us to know that four other intelligent, successful women—who, by outward appearances, seemed perfectly put together—faced similar financial challenges. We learned that even though our incomes were different, we had each been struggling with similar issues. There was no reason to tackle them on our own. We all had concerns and questions about our finances. Now we also had one another to provide answers, support, and advice; to hold us each accountable; and to keep us motivated as we worked toward our financial goals. That gave each of us a renewed sense of commitment and confidence.

As we mentioned in the introduction, you don’t need to be in a money group right now to enjoy the same benefits. But if you want to form a money group, skip ahead to the last chapter for a step-by-step guide on how to do it. Once it is in place, you can go back and use this book as a curriculum for your group meetings. At the end of each chapter we’ve included five exercises we’ve done ourselves related to that chapter’s issues, along with five questions you can answer yourself or use to help fuel the discussions with your fellow money-group members. These sections can also help set the agendas for your money group; there are enough subjects in each chapter to get you started and to keep the conversation going for several meetings. We’ve done a lot of research too, so you should be able to find the answers within the chapters to any questions that come up in your meetings. (They certainly did in ours.) But if you get stumped, you can e-mail questions to us directly through our website: www.smartcookies.com or
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