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 To my broker—even if he has,

from time to time, made me just that.
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 PREFACE

IF IT IS BRASSY to title a book The Only Investment Guide You'll Ever Need, it's downright brazen to revise it. Yet not to do so every few years would be worse, partly because so many of the particulars change, and partly because so many people, against all reason, continue to buy it.

In the 33 years since this book first appeared, the world has spun into high gear. Back then, checking accounts paid no interest and trading volume on the New York Stock Exchange averaged 25 million shares a day. (Today, a billion shares would be a very slow day.) Back then, about three people had ever heard of personal computers. The largest mutual fund family offered a choice of 15 different funds. Today: more than 400.

There were no home equity loans, no 401 (k) retirement plans or Roth IRAs ... no variable annuities to avoid or TIPS to applaud ... no index funds, ETFs, or 529 education funds ... no frequent-flier miles (oh, no!), no Internet, Craigslist, or Amazon—not even a Home Shopping Network. (How did anyone ever buy anything?)

The top federal income tax bracket was 70%. There was just one phone company.

The basics of personal finance haven't changed—they never do. There are still just a relatively few common sense things you need to know about your money. But the welter of investment choices and the thicket of jargon and pitches have grown a great deal more dense. Perhaps this book can be your machete.


 NOTE TO THE 2011 EDITION

ALL THAT'S STILL TRUE. But these past six difficult years—foreshadowed somewhat in cautions raised in the last edition—have certainly changed the investing environment and caused a lot of people to rethink whether the stuff that's "always true"is always true.

This new edition examines that ... updates and adds numerous ways to save money (a good idea even if you already have a lot; a crucial idea if you don't)...and offers a "post-index fund" idea not available in 2005 for a portion of your money, if any, that you want exposed to the risks and rewards of the stock market.

Plus, I get to tell you a bunch of new war stories, which is naturally my favorite part of the whole deal.


 THE BIG PICTURE

NOT LONG AFTER this book first appeared in 1978, the U. S. financial tide ebbed: Stock and bond prices hit rock bottom (the result of sky-high inflation and interest rates); and so did our National Debt (relative to the size of the economy as a whole). Investing over the next three decades—as difficult as it surely seemed at times—was actually deceptively easy, as the tide just kept coming in.

Now we're in (roughly, vaguely) the opposite situation—very low inflation (if not deflation), very low interest rates, and an uncomfortably high National Debt—making the years ahead a particular challenge.

Understanding that challenge—seeing the big picture—will help you put events and decisions in context.

Take a minute to consider the National Debt and interest rates; then another to consider "the good stuff."





National Debt

In 1980, the National Debt—which had peaked at 121% of Gross Domestic Product in 1946 as a consequence of the need to borrow "whatever it took" to win World War II—had been worked back down to 30%.

It's not that we repaid any of it; just that the economy gradually grew to dwarf it.

Whether for a family or a business or—in this case—a nation, having a low debt ratio is healthy. It gives you wiggle room if you ever run into trouble, like a recession, and need to borrow.

Indeed, that had long been the big idea: that in bad times governments should lean into the wind and run deficits ... borrowing to boost demand and ease the pain while excess business inventories were gradually worked down ... and then, in good times, not borrow much, or even run a surplus, to build borrowing capacity back up.

 Yet in the mostly good years since 1980, our National Debt has ballooned. From 30%, when the Reagan/Bush team took over, it reached nearly 100%—and was soaring by more than $1 trillion a year—as Obama took office.*






The wiggle room is largely gone. Our economic problems are not. But just as failure was not an option in World War II, so do we need to keep borrowing "whatever it takes" to win this"war"—modernizing our infrastructure, achieving energy independence, becoming more efficient.

We will get through this and emerge more prosperous than ever. But the decade ahead will be more about hunkering down and retooling than about jet skis and champagne.





Interest Rates

In 1981, Uncle Sam said: lend me $1000 for two years and I'll pay you $336 in interest. In the summer of 2010, Uncle Sam was saying, lend me that same $1000 and I'll pay you $13. And people were rushing to take it.

So it is a very different world.

In 1981, investors willing to take a risk on stocks or long-term bonds knew that—if inflation didn't spin entirely out of control—interest rates would eventually fall, making the prices of both stocks and bonds rise.

In 2011, investors have to understand that—whatever may come first—interest rates eventually will rise, making bond prices fall(see Chapter 5) and stocks relatively less attractive as well. (The more interest you can get from safe bonds, the less reason to take a risk with stocks.)


 None of this is to say stocks can't go up if interest rates do. But as a general rule, in normal times, it's falling rates you want. Falling rates boost profits and stock prices. And for 30 years, long-term interest rates generally were falling: wind beneath the market's sails.

At this point, if interest rates fall any further, it will only be because economic conditions are terrible, and that's not likely to drive enthusiasm for stocks. So either way, up or down, we face a bit of a headwind.





The Good Stuff

For all our problems, there is the astonishing onrush of technology.

People look at the last 50 years of technological progress and they are dazzled, says futurist Ray Kurzweil. And they think to themselves, "The next 50 years may be equally dazzling! Won't that be something!" But, says Kurzweil, they are wrong. The technological progress over the next 50 years will be 32 times as fast, 32 times as great.

The implications are both thrilling and scary. Cyberterrorism? Don't get me started. There's no guarantee that, whether as a nation or a species, we'll keep from hurtling off the rails. That is, indeed, the central challenge of the century.

But if we can manage to keep from blowing it, the implications are amazing. Imagine, for example, a world of "nearly free" clean renewable energy, much as we now have nearly free communications. (When I was a kid, a hushed, urgent,"I'm on long distance!"meant get the hell away from the phone. And that was for a call to Chicago. Today, the same call—even if it's to China, and even if it's a video call—is nearly free.) Nearly free energy would make everything dramatically less expensive—including materials, like energy-intensive aluminum—allowing most people to enjoy a terrific boost in their standard of living.


 And that's just energy. The rate of advance in medical technology is another thing, already dazzling, that's likely to speed up—with astonishing implications.

It's getting from here to there that is the challenge. At best, it will be a bumpy ride. But making sensible economic and financial choices, and getting into sensible habits, will at the very least tilt the odds in your favor to enjoy as much of the upside as possible while avoiding the potholes as best you can.

Okay. Let's get started.


 PART ONE

Minimal Risk


There is no dignity quite so impressive,

and no independence quite so important,

as living within your means.

—CALVIN COOLIDGE




 1. If I'm So Smart, How Come This Book Won't Make You Rich?


You have to watch out for the railroad analyst who can

tell you the number of ties between New York and

Chicago, but not when to sell Penn Central.

—NICHOLAS THORNDIKE



HERE YOU ARE, having just purchased a fat little investment guide we'll call Dollars and Sense, as so many investment guides are (although the one I have in mind had a different title), and you are skimming through idea after idea, growing increasingly excited by all the exclamation marks, looking for an investment you would feel comfortable with. You page through antique cars, raw land, mutual funds, gold—and you come upon the section on savings banks. Mexican savings banks.

The book explains how by converting your dollars to pesos you can earn 12% on your savings in Mexico instead of 5½% here. At 12% after twenty years, $1,000 will grow not to a paltry $2,917, as it would at 5½%, but to nearly $10,000! What's more, the book explains, U.S. savings banks report interest payments to the Internal Revenue Service. Mexican banks guarantee not to. Wink.

The book does warn that if the peso were devalued relative to the dollar, your nest egg would shrink proportionately. But, the author reassures, the peso is one of the stablest currencies in the world, having been pegged at a fixed rate to the dollar for 21 years; and the Mexican government has repeatedly stated its intention not to devalue. Now, how the heck are you, who needed to buy a book to tell you about this in the first place, supposed to evaluate the stability of the Mexican peso? You can only assume that the author would not have devoted two pages to the opportunity if he thought it were a poor risk to take—and he's an expert. (Anyone who writes a book, I'm pleased to report, is an expert.) And, as a matter of fact, you do remember reading somewhere that Mexico has oil—pretty good collateral to back any nation's currency. Anyway, what would be so dreadful if, as your savings were doubling and tripling south of the border, the peso were devalued 5% or 10%?

 So, scared of the stock market and impressed by the author's credentials, you take el plunge.

And for 18 months you are getting all the girls.* Because while others are pointing lamely to the free clock radios they got with their new 5½% savings accounts, you are talking Mexican pesos at 12%.


Comes September, and Mexico announces that its peso is no longer fixed at the rate of 12.5 to the dollar, but will, instead, be allowed to "float." Overnight, it floats 25% lower, and in a matter of days it is down 40%. Whammo. Reports the New York Times: "Devaluation is expected to produce serious immediate difficulties, most conspicuously in heavy losses for Americans who have for years been investing dollars in high-interest peso notes." How much is involved? Oh, just $6 or $8 billion.

You are devastated. But you were not born yesterday. At least you will not be so foolish as to join the panic to withdraw your funds. You may have "bought at the top"—but you'll be damned if you'll sell at the bottom. The peso could recover somewhat. Even if it doesn't, what's lost is lost. There's no point taking your diminished capital out of an account that pays 12% so you can get 5½% in the United States.


 And sure enough, in less than two weeks the float is ended, and the Mexican government informally repegs the peso to the dollar. (Only now one peso is worth a nickel, where two weeks ago it was worth eight cents.) You may not know much about international finance (who does?), but you know enough to sense that, like a major housecleaning, this 40% devaluation in Mexico's currency ought to hold it for a long, long time. In fact, you tell friends, for your own peace of mind you're just as glad they did it all at once rather than nibbling you to death.

And then six weeks later the peso is floated again, and slips from a nickel to less than four cents. Since Labor Day, you're down 52%.

Aren't you glad you bought that book?

(Everything changes and nothing changes. That was 1976. In 1982 the peso was devalued again—by 80%. By mid-2010 it was back to its 1976 value of 8 cents, but only because 3 zeros had been lopped off the currency in 1993. A thousand pesos purchased in 1976 for $80 and kept in a mattress ... albeit an unlikely repository ... would 34 years later have become 1 new peso worth 8 cents.)





This immodestly titled book—the title was the publisher's idea, in a weak moment I went along—is for people who have gotten burned getting rich quick before. It is the only investment guide you will ever need not because it will make you rich beyond any further need for money, which it won't, but because most investment guides you don't need.

The ones that hold out the promise of riches are frauds. The ones that deal with strategies in commodities or gold are too narrow. They tell you how you might play a particular game, but not whether to be playing the game at all. The ones that are encyclopedic, with a chapter on everything, leave you pretty much where you were to begin with—trying to choose from a myriad of competing alternatives.

I hasten to add that, while this may be the only investment guide you will ever need, it is by no means the only investment guide that's any good. But, sadly, reading three good investment guides instead of one will surely not triple, and probably not even improve, your investment results.

 The odd thing about investing—the frustrating thing—is that it is not like cooking or playing chess or much of anything else. The more cookbooks you read and pot roasts you prepare, the better the cook—within limits—you are likely to become. The more chess books you read and gambits you learn, the more opponents—within limits—you are likely to outwit. But when it comes to investing, all these ordinarily admirable attributes—trying hard, learning a lot, becoming intrigued—may be of little help, or actually work against you. It has been amply demonstrated, as I will document further on, that a monkey with a handful of darts will do about as well at choosing stocks as most highly paid professional money managers. Show me a monkey that can make a decent veal parmesan.

If a monkey can invest as well as a professional, or nearly so, it stands to reason that you can, too. It further stands to reason that, unless you get a kick out of it, you needn't spend a great deal of time reading investment guides, especially long ones. Indeed, the chief virtue of this one (although I hope not) may be its brevity. This one is about the forest, not the trees. Because if you can find the right forest—the right overall investment outlook—you shouldn't have to worry much about the trees. Accordingly, this book will summarily dismiss investment fields that some people spend lifetimes wandering around in. For example: It is a fact that 90% or more of the people who play the commodities game get burned. I submit that you have now read all you ever need to read about commodities. (Or at least about playing with them; in the last chapter I will offer a prudent way to use a broad-based, professionally managed commodities fund to increase your diversification and decrease your overall portfolio risk.)

This thing about the forest and the trees—about one's degree of perspective—bears further comment, particularly as for many of us it is second nature to feel guilty if we "take the easy way out" of a given situation. If, for example, we read the flyleaf and first and last chapters of a book, to get its thrust, instead of every plodding word.

 I raise this not only because it could save you many hundreds of hours stewing over investments that will do just as well unstewed, but also because it leads into the story of The Greatest Moment of My Life.





The Greatest Moment of My Life occurred in the Decision Analysis class at Harvard Business School. Harvard Business School uses "the case method" to impart its wisdom, which, on a practical level, means preparing three or four cases a night for the following day's classroom analysis. Typically, each case sets forth an enormous garbage dump of data, from which each student is supposed to determine how the hero or heroine of the case—inevitably, an embattled division manager or CEO—should ideally act. Typically, too, I could not bring myself to prepare the cases very thoroughly.

The format of the classroom discussion was that 75 of us would be seated in a semicircle with name cards in front of us, like United Nations delegates, and the professor would select without warning whomever he thought he could most thoroughly embarrass to take the first five or ten minutes, solo, to present his or her analysis of the case. Then everyone else could chime in for the rest of the hour.

On one such occasion, we had been asked to prepare a case the nub of which was: What price should XYZ Company set for its sprockets? Not coincidentally, we had also been presented with a textbook chapter containing some elaborate number-crunching way to determine such things. The theory behind it was simple enough—charge the price that will make you the most money—but the actual calculations, had one been of a mind to do them, were extremely time-consuming. (This was just before pocket calculators reached the market.)

The professor, a delightful but devious man, noting the conspicuous absence of paperwork by my station, had the out-and-out malevolence to call on me to lead off the discussion. I should note that this occurred early in the term, before much ice had been broken and while everyone was still taking life very seriously.

 My instinct was to say, with contrition: "I'm sorry, sir, I'm not prepared"—a considerable indignity—but in a rare moment of inspiration I decided to concoct a bluff, however lame. (And here is where we get, at last, to the forest and the trees.) Said I: "Well, sir, this case obviously was meant to get us to work through the elaborate formula we were given to determine pricing, but I didn't do any of that. The case said that XYZ Company was in a very competitive industry, so I figured it couldn't charge any more for its sprockets than everyone else, if it wanted to sell any; and the case said that the company had all the business that it could handle—so I figured there would be no point in charging less than everyone else, either. So I figured they should just keep charging what everybody else was charging, and I didn't do any calculations."

Ahem.

The professor blew his stack—but not for the reason I had expected. It seems that the whole idea of this case was to have us go round and round for 55 minutes beating each other over the head with our calculations, and then have the professor show us why the calculations were, in this case, irrelevant. Instead, the class was dismissed 12 minutes after it began—to thunderous applause, I might add—there being nothing left to discuss.*


Now, let me return to commodities.





My broker has, from time to time, tried to interest me in commodities.

"John," I ask, "be honest. Do you make money in commodities?"

"Sometimes," he says.


 "Of course, sometimes," I say, "but overall do you make money?"

"I'm making money now. I'm up $3,200 on May bellies." (Pork bellies—bacon.)

"But overall, John, if you take all the money you've made, minus your losses, commissions, and taxes, and if you divide that by the number of hours you've spent working on it and worrying about it—what have you been earning an hour?"

My broker is no fool. "I'm not going to answer that," he sort of gurgles.

It turns out that my broker has made around $5,000 before taxes in four years of commodities trading. Without a $10,000 profit once in cotton and a $5,600 profit in soybeans he would have been massacred, he says—but of course that's the whole idea in this game: a lot of little losses but a few enormous gains. He can't count the number of hours he's spent working on and worrying about commodities. He went home short sugar one Friday afternoon after it had closed limit-up (meaning that he was betting it would go down, but instead it went up so fast he didn't have time to cover his bet, and now he stood to lose even more than he had wagered) and spent the entire weekend, and his wife's entire weekend, worrying about it. So maybe this very smart broker, with his very smart advisors, and their very smart computer read-outs, has made $2 or $3 an hour, before taxes, for his effort. And he wants me to play? He wants you to play?

If 90% of the people who speculate in commodities lose (and 98% may be a more accurate figure), the question, clearly, is how to be among the 10% (or 2%) who win. If it is not just a matter of luck, then it stands to reason that the players who have the best chance are insiders at the huge firms—Hershey, Cargill, General Foods, etc.—who have people all over the world reporting to them on the slightest change in the weather, and who have a minute-to-minute feel for the market (whether it be the market for cocoa, wheat, or what-have-you). You are not such an insider, 
but those who are would be delighted to have you sit down at the table and play with them.

 If, on the other hand, it is just luck, then you have just as good a chance as anybody else for the jackpot, and all you're doing is gambling, plain and simple, hoping to be lucky, and paying commission after commission to a broker who, friend or brother-in-law though he may be, cannot bring himself to give you the right advice. He'll give you advice on October broilers or the frost in Florida or the technician's report he claims somehow to have seen before anybody else. Gladly. What he won't tell you—or it will cost him dearly if he does—is that you shouldn't be in the game at all.

Class dismissed.

Similarly: antique cars, wines, autographs, stamps, coins, diamonds, art. For two reasons. First, in each case you are competing against experts. If you happen already to be an expert, then you don't need, and won't pay any attention to, my advice anyway. Second, what most people fail to point out as they talk of the marvelously steady appreciation of such investments is that, while what you would have to pay for a given lithograph might rise smartly every year (or might not), it's not so easy for the amateur to turn around and sell it. Galleries usually take half the retail price as their cut—so a print that cost $100 and appreciated in five years to $200, retail, might bring you all of $100 when you went back to the gallery to sell it. Yes, eBay can narrow the spread and is the preferred way to trade Beanie Babies. But is this investing? Meanwhile, neither print nor wine nor diamonds would have been paying you dividends (other than psychic); indeed, you would have been paying to insure them.

I gave a speech to this effect in Australia many years ago, just as the first faint flaws were beginning to appear in what was then a very hot diamond market. Nothing is forever, I suggested, not even the 15% annual appreciation of diamonds. When I finished, a mustachioed gentleman with a bushy head of previously owned hair came up to say how much he agreed with my remarks. "Diamonds!" he scoffed (you could see the disgust in his face). And for a minute there I thought I had met a kindred spirit. "Opals!" he said. "That's where the money is!" The fellow, it developed, was an opal salesman.





 As a child, I collected "first-day covers" (colorful, specially postmarked envelopes to commemorate the issuance of a new stamp). Sure enough, every year they cost me more and more. Decades later, discovering them in the back of a closet, I called a local collector I had reason to know was on the acquisition trail. (I saw his notice on the supermarket bulletin board.) Knowing you always do better if you can cut out the middleman, I figured on selling them to him direct. These are beautiful first-day covers we are talking about, from the forties and fifties—hundreds of them. They had cost anywhere from 25 cents on up (although, in those days, so had a week in the country).

"How much does your collection weigh?" the buff asked, once I had suitably whetted his interest.

"How much does it weigh? I asked. "Is your collection on a diet? It weighs a few pounds, I guess."

"I'll give you $25 for it," he said. Checking around, I found this was not an unfair price.

Commemorative medallions (and so forth) issued ad nauseam as "instant collectors' items" by the Franklin Mint served to make the original shareholders of the Franklin Mint rich but are much less likely to do the same for you. Their silver, gold or platinum content is only a fraction of the selling price.

Gold itself pays no interest and costs money to insure. It is a hedge against inflation, all right, and a handy way to buy passage to Liechtenstein, or wherever it is we're all supposed to flee to when the much ballyhooed collapse finally materializes. But if you're looking for an inflation hedge, you might do better with stocks (even a gold stock or two) or real estate. In the long run, they will rise with inflation, too. And in the short run, they pay dividends and rent.


 Broadway shows are fun to invest in, but even if the show you back gets rave reviews, you are likely to lose. A show can linger on Broadway for a year or more, with packed houses on the weekends, and not return its backers a dime.

Chain letters never work.

Things that look like cosmetics companies but are really chain letters in disguise, where the big money to be made is not in selling cosmetics but in selling franchises to sell franchises (to sell cosmetics), don't work either.

Things that involve a personal salesman who is full of enthusiasm at the prospect of making you rich don't work. The richer he hopes to make you, the faster you should run.

There are, in fact, very few ways to get rich quick. Fewer still that are legal. Here's one: Take $5,000 (borrow it if you have to), place it on 22 at the nearest roulette table, and win $175,000. Don't laugh. Many complicated schemes, if they were stripped of their trappings and somehow reduced to their underlying odds, would be not much less risky. It's the trappings—the story, the pitch—that obscure the odds and persuade people to ante up the $5,000 they'd never dream of betting at roulette.

Anyway, enough of the things that won't do you much good and on to some things that might. The goal of the next chapter is to save you $1,000 a year. Maybe more.


 2. A Penny Saved Is Two Pennies Earned




"I walked home to save bus fare."

"Gee, you could have saved a lot more by not taking a taxi."

—OLD JOKE



YOU ARE IN a higher tax bracket than you think. At least, most people are. And this number—your tax bracket—is critical to understanding your finances.

If you earn $40,000 and pay $4,000 in tax, that does not mean you are in the 10% tax bracket (any more than if you earn $240,000 and pay $24,000). On average, you are paying 10% of your income in tax, but that's not what's important. What's important in making financial decisions is how much tax you pay on the margin—on the last few dollars that you earn.

Because the income tax is graduated, you pay no tax on the first few dollars you earn but a lot on the last few. That may average out to 10%; but, in the case above, if you earned another $1,000 and you're single, nearly a third of it would go straight to the government ($250 in federal income tax, another $76.50 in Social Security tax), and that's your tax bracket: 33%. Unless you happen to be self-employed (add another 7.65%) and/or subject to local income taxes as well (add some more). In New York City, it's not hard to find subway riders, never mind guys in limos, in close to the 50% tax bracket.

To figure your own tax bracket, should you be of a mind to, just haul out last year's federal and local tax returns and calculate how much more tax you would have had to pay if you had earned an extra $1,000.* If you'd have had to fork over $350 of this hypothetical $1,000 bonus in taxes, you're in the 35% tax bracket. Or thereabouts.


 Add in sales tax and property taxes, of course, and the bite is even worse. But such taxes, which are not directly tied to what you earn, don't count in figuring your tax bracket. (Neither does Social Security tax when making many decisions, since it is not levied on investment income and is not reduced by charitable or other "deductions.")

For the sake of simplicity, even though it's an exaggeration for most people, let us assume you are in the 50% bracket, or not far from it. Do you know what that means?

It means that if your boss gave you a $1,000 bonus or raise, you would get to keep $500.

It means that "time-and-a-half for overtime," since it's all earned on the margin, is not such a posh deal after all. After taxes, it may be no more valuable to you than any other "time."

It means, above all, that a penny saved—not spent—is two pennies earned.

Consider: If you were planning to go out for dinner tomorrow night, as you do every Thursday night, for around $50 with the tip ... but you ate at home instead for $10 ... you'd have saved $40. To earn an extra $40, you'd actually have had to earn $80: half for you, half for the tax men.

My point is not that we pay too much in taxes. For whatever comfort it may provide (not much), we get off pretty easy relative to the citizens of most other nations. My point, rather, is that when Ben Franklin said "A penny saved is a penny earned," there was no income tax. There was no Social Security Tax. 
The updated adage would read: "A penny saved is two pennies earned." Or nearly so.

 So if you want to pile up a little nest egg, or a big one, the first thing you might consider—even though you've doubtless considered it before—is spending less rather than earning more. Which is what this chapter's about. If you're in the 50% tax bracket, it's twice as effective—and often easier.





Charles Revson, the late cosmetics tycoon, bought his mouthwash by the case. By doing so, although it was the furthest thing from his mind, he did better investment-wise than he ever did in the stock market. In the stock market, with his Revlon-made fortune, Revson perennially blew tens of thousands of dollars on one or another speculation. But on Cepacol he was making 20% or 30% a year, tax-free.

He made it two ways: the discount he got for buying the super-economy size, in bulk; and the discount he got, in effect, by beating inflation. He got a year's worth, or two, at last year's price. If he had kept the money he spent on Cepacol in a savings account at 5%—for him back then, 1.5% after tax—and taken it out bit by bit to buy Cepacol in the one-at-a-time $1.19 size, where would he have been?

The lesson is clear, even if you are one of those people with naturally pleasant breath.

Say you're a couple who drink one bottle of red wine every Saturday night. And say, to keep the math simple, you go for the fancy stuff—$10 a bottle. Say, finally, your wine shop is like mine: it offers a 10% discount if you buy by the case. What kind of "investment return" can you "earn" buying by the case? Ten percent? No, it's better than that.

The old way, you paid out $10 every week. Buying by the case, you lay out $108 ($120 for twelve bottles, minus the 10% discount). That means tying up an extra $98, but "earning" a $1 discount on every bottle for doing so. In the course of the year, that comes to $52. That's quite a reward for keeping, at most, 
an extra $98 tied up throughout the year! It works out to better than a 53% return—tax-free, no less, since the IRS doesn't tax you for smart shopping.*


 The goal is not to save $12 on a case of wine, but to do as much of your buying this way as is practical. In the aggregate, it might tie up an extra $1,000. But between beating inflation by buying now and buying in bulk when items are on sale (or getting a by-the-case discount), you could easily stretch $1,000 to buy $1,400 of the very same stuff you'd have bought in the course of the year anyway. And that's a 40% tax-free return on your money—$400 you've managed to save in the course of the year—with no sacrifice whatever. It's not enough to make you rich, but neither is $1,000 in a savings bank.

This is the chickenhearted way to play commodities, guaranteed safe for all but compulsive eaters. Forget pork bellies on 10% margin and all those other near-surefire ways to get fried. I am "long," as of this writing, several cases of Honest Tea, a case of private-label tissue paper, a virtual lifetime supply of trash-can liners, several kegs of Heinz ketchup, and much more. I was "short" sugar years ago, when it ran up to the moon, which is to say I wouldn't buy any. I just ate down my inventory. Wholesale sugar prices subsequently fell from 64 cents back down to 9 cents and I went "long" a few pounds.

Where to put this mountainous investment? Besides the obvious, like a pantry or basement, if you have such spacious digs, you might also consider stashing your hoard under a bed or table, with a bedspread or tablecloth over the top. I know this is absurd, but I'll bet you can fit thirty cases of staples under just one table. Or make it a bench and put a board over it, with a cushion. Water jugs, bouillon cubes, a can opener (don't forget that!)—plan your portfolio, which doubles as a disaster hoard, 
and buy it on sale, in bulk. (If you're hoarding tuna, you've obviously got to hoard mayonnaise, too.)

 This idea of a disaster hoard, by the way, is not such a foolish one. Nor is it "gloom and doom." Disasters do occur ... floods, earthquakes, power outages ... and it does make sense for every household to accumulate—now, when there's no need to, at sale prices—enough nonperishables to last a while. Such a modest stockpiling not only protects individuals, it serves the social interest as well. Just as the nation is stronger if it has strategic stockpiles, so is the social fabric a little less susceptible to disruption or panic if everyone has an added layer of security.

Don't tell me about botulism, either—out of 1.43 trillion cans of food sold between 1926 and 1994 (when I stopped counting), only eight produced fatal cases of botulism. Canned food lasts for years (though soda does tend to go flat).* And if you rotate your cases of food and drink, the way you used to rotate the sheets on your bed in camp—top to bottom, bottom to laundry, fresh one on top—you'll never let anything get too far out of date.


If this sort of investment takes up space, it also takes less effort: fewer trips to the store. And you are less likely to run out of things. I don't think there was a day in Charles Revson's life that his breath did not smell medicine-fresh.

What amazes me is that when I first wrote this, in 1978, almost no one did it. Sure, there were thrifty shoppers, and lots of people clipping coupons to get 25 cents off. But there were no Sam's Clubs or Costcos. By now, who hasn't shopped at one of these places? (You? If there's one near you, try it. Anyone can now pay $50 for an annual Costco membership—money back if not satisfied—or $100 for an "executive" membership that gives you a 2% credit at the end of the year. Pay with American Express and you can be earning miles at the same time. Just don't assume Costco prices are always lowest. Especially on high-ticket items like plasma TVs. Shop around.)

 Herewith, a few more ways to save money (feel free to skim!):





• Fly now, pay now. The simplest, safest, most sensible way to earn 18% or 20% on your money is to pay off your credit cards. Not having to pay 18% or 20% is as good as earning 18% or 20%. Tax-free! Risk-free! It's folly to pay credit-card interest if you can possibly avoid it.

Still, more than 60% of credit-card holders fail to pay them off within the grace period. In fact, many people keep money in a savings account, earning 2% after tax—if that—at the same time as they are paying 20% to buy on time. They're earning 2 cents on each dollar with their left hand while paying out 20 cents with their right. That's a loss of 18 cents on every dollar—or, if theirs is a family perpetually $4,000 in hock, $720 a year, year after year. Wasted. Credit cards are great for convenience, but terrible for borrowing. Either cut them up, if you can't pay on time; or—if you can pay on time—make your credit cards pay you. Use cards that give you cash back at the end of the year or frequent-flier miles or some other goody. Check out Bankrate.com, CardOffers.com, and CreditCards.com to find the best current credit card deals.

Frequent-flier cards give you a "mile" for each dollar you charge. If you have an American Express card, sign up for their Membership Rewards program, where the miles you earn accumulate in a "bank" for transfer to your frequent-flier accounts at Jet Blue, Delta, and US Airways, among others.

(You should have seen me fighting with the sales manager when I bought my last car. He required a deposit and said I could put it on a credit card. So I naturally tried to put the whole thing on the card. An upside-down negotiation ensued, with me trying to give him the biggest possible deposit and him trying to take the smallest.)


 If you have a favorite airline, check out its Web site for credit card offers, as the deals are often better when specific to the airline. For example, while most free flights require 25,000 miles, the Southwest Visa card currently requires the equivalent of only 19,200.

Most people go through life paying 18% extra for everything they charge because they don't pay their cards off on time ... and getting nothing back because they use the wrong cards. If you have a $3,000 balance at 19.8% and you pay the required monthly minimum (which with some cards remains as low as "2% of the balance or $15, whichever is greater"), it will take 39 years to pay off the loan—years longer still if you occasionally suffer a $39 late fee. And you'll pay more than $10,000 in interest. Be one of the smart ones who earn 1% or 2% on your cards instead.*






• Fly now, pay less. Especially if you find yourself wanting or needing to take a trip on short notice, when the best fares are gone, visit priceline.com. You just might save $300 at the cost of having to lay over for an hour in Chicago. And you may not even have to do that. Priceline offers the option of booking the specific flight you want at a set price (instead of "naming your own price"). Just remember: no refunds; so if you think you might need to change your plans, try carriers like JetBlue (jetblue.com or 800-JETBLUE), Southwest (southwest.com or 800-I-FLYSWA), and Airtran (airtran.com or 800-AIRTRAN). The one thing not to do with Southwest—or any other airline, really, if you can possibly avoid it—is visit a ticket counter. Traveling "ticketless," with an e-ticket, is usually a breeze. Trying to buy, let alone adjust, a ticket at the airport is almost guaranteed to ruin your trip.

Among the lesser known sites that make fare-shopping relatively painless: kayak.com, farechase.com, sidestep.com, airfare watchdog.com, and farecompare.com. Farecast.com will even suggest when you should wait to make your purchase with the probability of getting a lower fare.

 Finally, two tips on the fee airlines charge for changing a nonrefundable ticket. First, don't pay it when you change your reservation—because you'll have to pay it again (and again!) each time you make another change. Better to wait until you're really, really sure you've made your final change, and then, a few days before you travel, pay just the one fee.

Second, if you know nine months in advance that you're going either to Rio or to Paris for Christmas (say), consider buying tickets—now—to both. Better to spend $569 each for two tickets bought months in advance, knowing that you'll suffer a $250 penalty changing the one you don't use—bringing the true cost up to $819—than to wait until the last minute and pay $1,540. Likewise, those winter fares down to Florida. Not sure which weekends you'll be able to get away? Consider buying tickets for four weekends—now—at $269 each, knowing that you'll likely suffer $100 penalties on a couple of them. All four combined could cost less than one would purchased a few days before you fly. (Be sure to check out the change fee before you commit to the purchase.)





• Stay cheap. You can save a fortune booking your hotel through the aforementioned priceline.com. The only time I don't use Priceline is when I think I may have to change the dates of my trip—Priceline offers no refunds—or when I need to stay at a specific hotel (because that's where the convention is). Otherwise, I specify the city and neighborhood, the number of "stars" I want—I like to stay in four-star hotels—and then name my price. Many is the time I've stayed in a $300 room for $89. If you're not as spoiled as I am, specify two or three stars.

To decide how much to bid, I first go to expedia.com, orbitz.com, or hotels.com, to see what kind of deals they're offering. Then I bid at least 30% less at Priceline, and almost invariably get my room.


 The part I love is where Priceline comes back with a message to the effect of, "Are you kidding? Our computer shows the odds of your getting a room like that at such a price are like one in a million!" They give me a chance to raise my bid before entering it, but I hold firm—and minutes later, the room is mine.

If you do bid too low, Priceline generally makes you wait a day before re-bidding—unless you make some change in your request, which is very easy to do. Just add a second neighborhood you'd be willing to consider, or change the number of stars. (To become a pro, visit biddingfortravel.com. You'll learn all the tricks of the Priceline trade and see recent prices at which bids have been accepted.)

Hotwire.com offers excellent hotel deals, like Priceline concealing the hotel name until you've booked it. Newyorkhotel.com represents the Empire Hotel Group. All their hotels have over-sized rooms by Manhattan standards and reasonable prices. Though you won't get as good a deal as you would bidding blind through Priceline, you'll know your hotel and can cancel your reservation without penalties.

For the more adventuresome, there are hostels (visit hostelz.com) and friends' couches. I am way too old for either—let alone strangers' couches (couchsurfing.org and crashpadder.com).





• Avoid the mini-bar, room service, or even the hallway Coke machine. Instead of recycling your next wide-mouthed plastic beverage container, give it a permanent spot in your overnight bag, along with a box of Crystal Light Cherry Pomegranate Immunity On the Go or one of its many antioxidant "on the go" cousins. Total weight added to your luggage? About 3 ounces. Homeland Security issues? Zero (neither liquid nor gel). So now you check in to your Priceline hotel, fill up the ice bucket with complimentary ice, pour one packet into the empty plastic container, add water and ice, shake like crazy—and you've just saved anywhere from $3 to $12 depending on how you travel. 
(The packets themselves run around 33 cents* and make the equivalent of two glasses of a cold drink that room service would send up at $4 each plus service charge, tax, tip, and the time it takes to wait for room service.) Over a three-day stay, even if you would otherwise just go down the hall to use the $1.50-a-can vending machine, you save a fortune—and avoid the frustration of not having what you want when you want it. The nutritional value is questionable, I grant you. But could these drinks be any worse for you than soft drinks that corrode car bumpers?






 • Rent cars cheap. If you are going on a long road trip, consider priceline.com (yet again) for a bargain-priced rental to spare wear and tear on your own car, and so that in the event of a breakdown you're not stuck 600 miles from home.





• Vacation cheap. Priceline lets you build a package where you can see the resort hotel, the flights, and the rental car before you commit to purchase.

(This may be an appropriate place to mention that I own no stock in Priceline, nor have any other connection.)

And consider lower-cost "alternate" locales. For a tropical getaway, Kiplinger's suggests trading Costa Rica for Fiji. For Old World European charm: Budapest for Vienna. Wine tasting? California's Sierra Foothills region over Napa Valley. French cuisine and architecture? Quebec.





• Don't finance your car. As with credit cards, not paying 11% on a car loan is as good as earning 11%. Risk-free! Tax-free!

"Ah," you are thinking. "Surely he is not now going to tell me I should pay off my mortgage." And I am not—although if it was taken out at 8%, and 5% mortgages are available as you read this, why, then, surely it has crossed your mind to refinance. And even paying down a 5% mortgage is not a bad investment. It's simply the equivalent of a completely safe 5% return. The difference between a house and a car is that a car depreciates, while a house, over time, may appreciate. Plus, the interest on a mortgage is tax-deductible, while the interest on a car loan is not.

 Can't afford to buy a car for cash? Well, then...





• Buy a used car. It could be really depressing to have to do this. But when it's your decision, to reach your goals, that's another story. And it could save you many thousands of dollars. That "new-car smell" is the most expensive fragrance in the world.





• Buy an economical car. If you purchase a car that averages 36 miles to the gallon instead of 18 ... and if an average gallon of gas over the next few years costs four bucks ... then after having driven 36,000 miles you'll have saved $4,000, cash, on gas alone. What's more, the cars that get the best gas mileage often cost the least. This despite the fact that in terms of their most important feature by far—getting you where you're going—they are identical to the higher-priced models. By buying an "economy car" you save substantially on the purchase price, substantially on your insurance bill (the less expensive the car, the lower the theft and collision premiums), substantially on gas, substantially on maintenance, and substantially on interest (if you finance the purchase). In all, the financial decision to be "automotively frugal"—while it is a decision you have every right not to make—could easily mean as much to you, after tax, as a $5,000 raise.





• Resist the temptation to lease. First off, it generally means a new car, so you're paying for that smell. Second, it means financing almost the entire thing—but with a hidden interest rate. (Hint: They're not hiding it because it's low.) Third, it's just a lot more complicated, with more potential pitfalls, than buying a car outright. If you're a budding salesperson, light on cash, who needs a new car to impress clients and who can deduct the cost for tax purposes, leasing may make sense (in that case, check out LeaseWise at CarBargains, discussed below). But if you're just driving to work or school or the supermarket, leasing is ordinarily the most expensive way to go.






 • Finance your car (if you must) with a home-equity loan. One way to pay off your credit-card debt and your car loan is to borrow against the equity in your home, if you own one. Home-equity loans are like huge credit cards you can draw on and pay back, in full or in part, as often as you like. They generally carry much lower interest rates than credit cards and somewhat lower rates than car loans; and the interest you pay is generally tax deductible. If you currently pay $3,000 a year in credit-card and car-loan interest, replacing all that debt with a home-equity loan could save you $1,500, between the lower interest rate and the value of the tax deduction.

The risk: you'll hock your home and then—credit junkie that you are—run those credit cards right back up again. If this sounds like you, take out the home-equity loan but cut up all your credit cards.

And even then there are risks. What sense is there in taking out a 20-year loan to pay for a six-year automobile? (Or a two-week vacation?) With nothing forcing you to pay off the loan over the life of the car, it's quite possible you won't. When it comes time to buy a new one, you'll just go deeper into debt. Instead of owning your home free and clear at retirement, you could find yourself mortgaged to the hilt. Wise use of a home-equity loan requires self-discipline.

(If a home-equity loan doesn't work for you—perhaps you don't own a home—your best bet will be a credit union loan. If you don't belong to a credit union, your regular bank will often have a better rate than the dealership. Either way, buy the car based on its total price, not by comparing monthly payments. You'd be amazed how many people unwittingly pay $1,000 more than they need to for the car—and perhaps another extra $1,000 in interest—because the 60-month car loan made the payments lower than the 36-month loan. You want to borrow as little as possible, as cheaply as possible, for as short a time as possible.)


 If you do opt for a home-equity loan, seek a lender offering "no points" and minimal up-front fees.* That saves a chunk of cash, and you'll have lost less if you ever decide to move or refinance.






• Don't be fooled by 1.9% financing. When you see one of those deals offering 1.9% financing—or $1,500 cash back—take the cash. Otherwise, you're buying a $19,500 car for $21,000, albeit at a good low rate of interest. It's just one more way to lull you into paying more than you should.





• Haggle—at least when it comes to buying or leasing cars. Among the Web sites that offer helpful tools and free quotes: Autobytel.com, Autoweb.com, Intellichoice.com, and Autos.msn.com. You will only get quotes from dealers who have worked out referral agreements with that Web site, and if you live in a rural area, you may not even find one of those. But it's worth a shot.

Or try CarBargains.com (also: 800-475-7283), a buying service operated by a nonprofit consumer group. For $200, they solicit bids from at least five dealers in your area. Even when the fee is taken into account, CarBargains frequently wins on-line comparative shopping tests. They also operate leasewise.com, for leases.

Or visit the no-haggle buying service at Costco.com. (They sort of bury this service; but at the top, click on SERVICES and you should see it.)





• Skip the trade-in. Sure it's easier just to leave the old car there and drive off in the newly purchased one. Dealers know that and use it to their advantage. If you separate the buying and the selling, you are likely to come out ahead. Your goal: Get the best deal you can on the car you buy. Then get a decent deal on the car you sell, perhaps to a neighbor or through the classifieds or craigslist.com.





 • Drive smoothly. Rapid accelerations are murder on gas mileage; unnecessary braking converts energy, through friction, to heat. "Good driving habits," properly inflated tires, and a well tuned engine can save as much as a third of a family's gasoline bill.





• Buy no car. Seriously: if you're a city-dweller (or live on campus), check out zipcar.com to see whether it could work for you. You pay a nominal annual fee (currently $50) that allows you to "borrow" cars—and pickup trucks—for an hourly rate, starting at $7 (or $69/day), that includes gas, insurance, and 180 free miles. Zipcars are parked all over the city, so you just reserve one on-line or by phone, then walk/bike/cab over to it and swipe your membership card across a sensor on the windshield to unlock it. The keys are in the car, along with a credit card for buying gas if needed. Compared with the $9,000 a year you could easily spend on parking, insurance, maintenance, and—of course—car payments, even liberal use of Zipcar could save a fortune.





• When buying auto or homeowner's insurance, shop around—call GEICO (800-861-8380) or visit geico.com, among others, for a quote. Progressive Insurance (progressive.com) offers not just its own quote over the phone (800-288-6776), but, in many states, rates for State Farm and two others as well—even when the competition is cheaper. So one call does the work of four. Try, also, insweb.com.





• Self-insure by choosing the highest "deductible" you can comfortably afford. This usually means eating the first $500 or $1,000 of loss yourself, instead of $100 or $250. But unless you're dreadfully unlucky, your savings in premiums over a lifetime will more than cover the extra unreimbursed losses. This is especially true because even people who are fully insured hesitate to hit their insurance companies for small claims, knowing that their rates may go up if they do. Why pay for coverage you may not even use? Generally, there's no point in paying someone else to take a risk that you can afford to take yourself. After all, they're not doing it as a favor. They plan to make a profit even after paying all their overhead, marketing, and sales costs. Why not keep all that yourself? Besides money, you'll save yourself the hassle and aggravation of making claims.

 The ultimate deductible, of course, if you've bought a ratty old used car—my favorite kind—is to skip collision and theft coverage altogether. Who would steal it?





• When buying life insurance, it's the same advice: Shop around. There are two basic kinds: "term" and "whole life" (also called "straight" or "ordinary" or "permanent" or "universal" or "variable"). With term insurance all you pay for—and get—is protection. If you die, they pay. With whole life you are buying a tax-sheltered savings plan as well. Your policy accumulates "cash values."

Term insurance rates start very low but go up every year. Whole-life rates start high but remain constant.

Insurance salesmen are eager to sell whole-life policies because their commissions are so much higher. But you would be wiser to buy renewable term insurance and do your saving separately. (With a renewable policy you are assured of continuing coverage even if your health deteriorates.)

The problems with whole life:






	Many policies pay low interest.

	It is impossible for a nonexpert to tell a good policy from a bad one.

	There is a tremendous penalty for dropping the policy, as many people do, after just a few years.

	Most young families can't afford the protection they need if they buy whole life. The same dollars will buy five or six times as much term insurance.

	In later years, and particularly beyond the age of 50 or 55, term insurance premiums rise rapidly. But by then you may have a less urgent need for life insurance. The kids may be grown, the mortgage paid off, the pension benefits vested. You will still need to build substantial assets for retirement, and to protect your spouse; but there are better ways to save for old age than whole life.







 To find a good low rate on term life insurance, try quick quote.com, term4sale.com, and insweb.com.

(No access to the Internet? Try your local library. Or borrow a teenager.)

To determine how much life insurance you need—if any—see the appendix we have subtly titled "How Much Life Insurance Do You Need?"

If you already have a whole-life policy, don't feel bad—and don't necessarily drop the policy. With hindsight, you might have done somewhat better buying term insurance and, say, putting the difference into a Roth IRA. But you are building a valuable tax-advantaged nest egg, nonetheless. What's more, you've already paid the up-front charges; dropping the policy won't get them back. For an expert evaluation of an investment type policy you currently own or are considering—a bargain at $80—visit EvaluateLifeInsurance.org, a Web site of the Consumer Federation of America.

Insurance agents hate the phrase "buy term and invest the difference." They counter it by arguing people won't invest the difference—they'll squander it. And that is definitely a risk. But who's to say, if you're a squanderer, you're not also one of the great number of policyholders—something like 25%—who will let their expensive whole-life policies lapse within the first few years? That's really squandering it.





• Beware variable universal life. I'm sorry to make you keep reading about this boring stuff, but there's a whole army of personable, well-intentioned salespeople lurking out there, and you need to be forewarned. (Look! Over there! Behind that tree!) If you do want an "investment type" whole-life policy for some reason, fine—four places I'd check with are TIAA-CREF (www.tiaa-cref.org),
USAA (usaa.com or 800-531-8000), Ameritas (ameritas.com or 800-552-3553), and Northwestern Mutual (northwesternmutual.com or check your phone book for a local agent). But beware variable universal life.

 Every life insurance salesperson seems to have learned the same script (you'll know it's the script the moment you hear the phrase "Swiss army knife"). Supposedly, you can put as much or as little as you want into one of these plans, pay with pre-tax dollars, invest in lots of different tax-free ways, and withdraw the accumulated cash value tax-free whenever you want. Unfortunately, the much-touted tax advantages are usually exaggerated. And they are dwarfed, in most cases, by the various charges and hidden expenses. Consider:






	There will be roughly 6% in sales fees and state premium taxes on each dollar you invest. With the best policies, it's as low as 3%, but these are not the ones being promoted by commissioned salespeople—and why lose even 3%?

	There will usually be a contract charge averaging $400 to establish the policy, and periodic administration charges averaging $100 a year.

	There will be overblown "insurance" charges on the money invested in stock and bond funds comparable to those of variable annuities, decried in a later chapter.

	There will be the management expenses (usually around 1% per year—five times what an index fund might charge).

	The cost of the life insurance you're buying—as separate from the investment component—is typically too high.

	The implication that you can raise or lower the amount of life insurance coverage at will is misleading. To raise it, you may need to prove that you are still insurable. To lower it, you bump into the IRS's "corridor" rule, which requires coverage until you're 95, whether you need it or not.

	The implication that you can withdraw funds tax-free is also often overblown. You can't withdraw tax-free any more than you actually contributed in premiums. Above that, the only way to get at the money "tax-free" is to borrow it, paying nondeductible interest. Yet the IRS requires that you keep the policy in force. If your much-touted "tax-free withdrawals" and loans deplete the account too much to keep up with the premiums, the policy will collapse, all previous loans will become withdrawals—and you'll owe ordinary income tax on anything you took out above your contributions.

	 When the growth in your investments is withdrawn it's taxed at ordinary income rates, even if that growth resulted from long-term capital gains. Congratulations: you've just paid the insurance company all these fees to convert what would have been lightly taxed long-term gains into heavily taxed ordinary income.







Buy term life insurance and invest the difference.





• Skip insurance you don't need, including: life insurance for children (a good buy only if your child is a movie star and you depend on his or her earning power); credit life insurance, offered as an option when you take out a loan (a good buy only for the elderly or terminally ill); flight insurance (a good buy never—only about a nickel of each dollar it costs goes to pay claims, the rest is marketing expense and profit); cancer insurance (it makes no sense to buy health insurance one disease at a time); car rental insurance (if your credit card or your own auto insurance policy covers you, as many do).

Skip particularly "appliance insurance"—extended warranties on your refrigerator or VCR or washer/dryer. Even if you remember you have this insurance years from now, when the appliance breaks, and even if the time you have to spend collecting on it is minimal—two big ifs—why pay someone to insure a risk you can afford yourself? Over the years, you will come out way ahead by resisting the salesman's attempts to sign you up.





• Phone cheap. Please don't tell me you are paying more than three cents a minute for long distance. I actually had a friend who was paying AT&T 30 cents a minute for long distance during the day—in the twenty-first century! He may have been the last guy on earth to have been doing so, but AT&T wasn't going to tell him—and they won't tell you, either. Visit abtolls.com or ecglongdistance.com to find a good deal.

 If you don't mind calling an access number (which you can program into your phone), you can get your long distance under a penny a minute with one of the calling cards at phoneshark.com.





• Phone free. You don't use skype.com? Seriously? It's free when calling other Skype computers, nearly free calling traditional land lines. And Google offers a free phone number and free phone calls (at least for now) throughout the U.S. (googlevoice.com)!





• Cut your cell phone bill. If you need your cell phone mainly for emergencies, short chats, and texting, buy a Tracfone (trac fone.com). For as little as $20 every 90 days, you'll have a fully functional cell phone. Make sure to buy the "Double Minutes for Life" card. A friend of mine buys 60 minutes (getting 120) every 90 days, and has thus, for just $80 a year, hooked one of his relatives into the modern world. There are no contracts and, since this is prepaid cellular, no danger of your tween texting you out of house and home. If you actually use your cell phone on a daily basis and need some web capability for e-mail and the like, Walmart's current Straight Talk deal might save you money (straighttalk.com). As I write, it's $45/month for unlimited service.





• Drop your landline. Check out ooma.com for a $229 box that connects your home internet system to your existing phone and eliminates your monthly phone bill.





• Use the Internet. In the first edition of this book I suggested everyone get a copy of the Sears catalog—not necessarily to shop from it, but as a handy reference point for what everything cost. Ah, brave new world: that huge catalog has gone the way of manual typewriters. Now, as everyone knows, there's something ten thousand times better—the Internet.


 Where would I be without amazon.com? I buy so much stuff there, the $79-a-year "Amazon prime" free shipping pays for itself over and over, not to mention the time and expense of actual, physical shopping.

In the market for a car? Visit edmunds.com to find out what you should pay—or the value of the vehicle in your driveway. Also, Kelley Blue Book—kbb.com.

Live in the greater New York metropolitan area? Freshdirect.com replaces the supermarket, saving time and, often, money.

Want to buy or sell anything, new or used? It's eBay.com and now craigslist.com. (Download a program at notifywire.com to monitor craigslist and alert you to new listings.)

Use froogle.com to search for anything you want to buy, from birdcages to rugby gear (or google.com, of course, to search for anything at all).

Pricegrabber.com can help with comparison shopping. Billshrink.com can find you the best deals on TV service, wireless service, gas, and credit cards.

Retailmenot.com will tell you whether there are promotional coupons to use at checkout.

Angieslist.com's million members review service companies, contractors, and doctors (rejecting anonymous reviews, for more reliability).

For most financial products, like insurance or a mortgage refinancing, quicken.com is worth a visit. Don't miss fairmark.com to help you with tax questions... hsh.com, bankrate.com, and banx.com for locating good home and auto loan rates ... moving.com for quotes on moving expenses and help selecting local realtors ... move.com for tips on home maintenance, repairs, and improvements, and ways of reducing costs other than the mortgage ... nolo.com before spending money on a lawyer.

Money-saving blogs include: wisebread.com, thesimple dollar.com, dealseekingmom.com, and frugaltraveler.blogs.nytimes.com. Every week carnivalofpersonalfinance.com showcases its favorite blog posts from around the web.


 The Web is the whole world, and constantly changing/ improving. The main thing is: use it. It can save you money by cutting out the middleman and making price comparisons a snap. Today, you would be able to check the bank's calculations at myamortizationchart.com.





• If you use a discount broker, use a deep-discount broker instead (see [>]). You'll save even more.





• Double-check your bank. I had an adjustable-rate mortgage on an apartment building. OK, a very small apartment building in a very modest part of town. OK, a slum. The point is, it started out in February 1992 as a $400,000 mortgage at 7.5%, to be paid off ("amortized") over 10 years. After 12 months, I got a notice lowering my rate to 7% and telling me to pay $4,670.51 instead of the $4,748.07 I had been paying. In entering this into my computer,* I noticed they were asking for $17.22 a month more than they should. But on such a large loan, I figured I'd just chalk it up to not wanting to start "a thing."


After 12 more months, I got a notice that the interest rate would now be 7%—i.e., unchanged—yet telling me to pay a different monthly amount. Hello? I took a closer look and found that they showed my unpaid principal—the amount I still owed—as being about $7,000 higher than my computer thought it should be. Now this was getting serious. Seventeen bucks is one thing. Seven thousand is another. But the point I want to make here is: Without checking, who would have known? Who possibly has the kind of instincts that would tell him the unpaid principal on a loan like this should be $341,091.50 by April 1994, not $348,940.01? Dustin Hoffman in Rainman? Forget it! The man counted toothpicks.

Brought to the bank's attention, it developed that they had hit me up for $6,800 plus interest in "force-placed insurance." 
The way that works: their computer looks for confirmation that your insurance has been renewed. If no one tells it "yes," then it sends you a notice telling you that the bank, to protect its interest, has "force-placed" a policy on the property at your expense, and, incidentally, this is the most expensive insurance policy in the history of the world. So you call and tell them, politely, to get their greedy little hands off your property—you did renew the insurance—and you fax them the renewal to prove it. They politely assure you that they won't hit you up for the insurance, after all. But, in this case, they did anyway. When I complained, I got a nice letter from the bank adjusting my unpaid balance down by $7,098.85.

 Banks make mistakes. (Years ago, along with my bank statement, I once got the checks of a Chinese laundry. "What do you want me to do?" I asked the bank. "Send them to the laundry," answered the bank.) Especially with adjustable-rate mortgages, errors sometimes do creep in. Be sure to double-check your bank each time the payment is adjusted.

Note: Banks sometimes force-place insurance on car loans, too. Beware.





• For help with college tuition, visit finaid.org. If you have student loans, you may be able to save money and/or make your life easier by consolidating them: loanconsolidation.ed.gov. To avoid student loans, check out Debt-Free U: How I Paid for an Outstanding College Education Without Loans, Scholarships, or Mooching off My Parents by Zac Bissonnette. (High concept: the expensive private colleges aren't worth going into debt for; and there are lots of ways to make money while still in school.)





• Save energy. Simple insulation (and even simpler weather-stripping) may be the best "investment" you can make, returning as much as 35% or more, tax-free, in annual savings on heating and cooling. Why put $1,000 into the stock of some utility and earn $60 in annual taxable dividends if you can put the same money into insulation and save $350—tax-free—on your utility bill? Check, also, the various credits that may be available to encourage such energy-saving investment. Your electric company will know about these, and may offer a free "energy audit" to show you how to cut your bills most effectively.

 Want to earn a phenomenal return on $20? Go buy a six-pack of 23-watt compact fluorescent lightbulbs. They throw off about the same light as a 100-watt incandescent, but last ten times longer (saving nine bulbs and nine little inconveniences) and use about a quarter the electricity. According to Homemade Money: How to Save Energy and Dollars in Your Home, a single CFL "can save enough coal-fired electricity over its lifetime to keep a power plant from emitting three-quarters of a ton of carbon dioxide." (And "full frostbelt use of today's best windows would more than displace Alaska's entire oil output.") It's so easy!

"I've used compact fluorescents for about 10 years now," one of my Web site readers, Tom Kabat, reports, "and have them in about 30 sockets at my house. They have really improved over the years, with flicker-free electronic ballasts and warm color rendering. I live in PG&E territory, paying about 16 cents per kWh. Each CFL costs me about $10 and saves about 500 kWh over its 10-year life, thereby saving me about $80 on electricity. Now I also install them on local charity facilities as a form of highly leveraged giving. I also give them away as stocking stuffers."

And that was 5 years ago. Today you can buy THREE bulbs for the same price.

Think about it: Where else are you going to get 24 times your money, tax-free, on a ten-year investment?

Meanwhile, LEDs are yet four times more efficient still—and last even longer. Plus, they give off no heat, which cuts your air conditioning bill if you live in a warm climate. They're expensive; but for lights you need to leave on a lot they make terrific sense. Our kitchen used to be lit by four 100-watt dimmable floods—400 watts. Now four 6-watt dimmable LEDs serve just as well—24 watts. Saves electricity; saves the planet.


 • Why do we need it to be 78 degrees in the winter, when it's cold outside, and 70 degrees in the summer, when it's hot? Reversing these two can save a heap of dough. Ceiling fans can be a good investment—in the summer, obviously, but also gently rotating in the winter, to push the hot air back down to your toes.





• Let the sun heat your pool. Picture an enormous sheet of bubble wrap. Cut to the size of your pool, it's easy to put on as the sun sets, pull back off the next time you're ready to plunge. Our pool blanket cost $125, raises the water temperature by at least 10 degrees, extends the swimming season by several weeks, and even saves on the cost of water. Sure beats the $300 a week our neighbor spends on propane. (Use Google to search on "pool blanket.")





• Diamonds are ... ridiculous. Beautiful, yes, but diamonds are also a lot more expensive than they would be if DeBeers hadn't organized the world diamond cartel so efficiently, and hadn't persuaded starry-eyed young men that, to be men, they have to devote two months' pre-tax pay to the purchase of an engagement ring. Visit diamond-essence.com and be dazzled by the possibilities. You could do worse than to risk $139 on a two-carat ring that could otherwise cost $20,000.

I never thought I would actually write the words "cubic zirconia." I have deleted QVC and the Home Shopping Network from my cable line-up. And, OK, yes, these are fake diamonds. But about the only way for a layman to tell they are fake is to scratch them with real diamonds. And what kind of people go around at parties doing that? Especially since their real diamonds are locked away in a safe deposit box, and they are wearing fake ones, too.

Do you remember Moh's Hardness Scale? I do! It runs from 1 to 10, with TALC being softest, at 1, then GYPSUM, CALCITE, FLUORITE, SOMETHING, FELDSPAR, QUARTZ, 
BERYL, RUBY, DIAMOND. Ta-da! (Ah, those endless, lonely childhood hours.) Diamond is 10. But quartz, at 7, is pretty darn hard, as you surely know, so if these $139 suckers are 9, and can scratch quartz, for crying out loud ... can scratch beryl ...can hold their own against rubies—well, surely such a ring, along with matching his-and-her $5,000 Roth IRAs, is the wiser way to demonstrate your love and commitment.

 On your fiftieth anniversary, she'll still have the ring. But you'll also have—just by accepting a 9-hardness stone instead of a 10—an extra $114,000, after-tax, in today's buying power to help make your golden years joyous. (This assumes a return 5% above inflation, and from just one investment of $5,000 apiece in the matching his-and-her Roth IRAs. Contribute $5,000 apiece every year at that rate, and on your fiftieth anniversary you will have, between the two of you, $2.2 million.)

You take the trinkets; I'll take Manhattan.





• Stagger your tax deductions. A lot of people find that they have almost enough deductions to make itemizing worthwhile—but not quite. If you fit this category, or if you have barely enough deductions to itemize and thus save very little by doing so, consider bunching your deductions into every second year. Plan to itemize in 2012 and 2014, for example, but to take the standard deduction in 2011 and 2013. Don't make the year-end charitable gifts you normally would in 2011—make them in January 2012. (Likewise, local tax payments, medical payments, and any other potential deductions you may be able to push into 2012.) Come December 2012, do make your charitable contributions, prepay local taxes, and so forth. In half the years, you'll have the same standard deduction you would have had anyway. But in the other half you might find yourself with an extra $2,000 or $3,000 in deductions. That will save you $600 to $900 every second year, if, between federal and state levies, you're in the 30% tax bracket.


 • Prepare your own taxes. If you've been paying $100 or more to do your taxes, do 'em yourself and save all that money. Easier than you think. See [>].





• Get your own information. Use the phone book, 4l1.com online or 1-800-FREE411 to save the dollar that phone providers now charge for directory assistance.





• Save on software. Two things worth paying for are a computer (if you can't get one free through freecycle.org) and a high speed Internet connection. But software? If you just bought your computer, head over to ninite.com and select the programs you want to install to get going. (Don't miss Dropbox, for backing up your work and synching it with your other computers; and check out Evernote, a tool to store and retrieve everything that interests you.) For an extraordinary list of free software and expert reviews visit Gizmos Freeware at techsupportalert.com. Or go to osalt.com, search on the name of any popular commercial software, and it will list free alternatives.

In prehistoric times, my face was on a fantastic set of floppy disks (you're too young to know what those are) called Managing Your Money. List price: $199 a copy. Today you can keep all your finances organized, including your investment accounts, at mint.com. Free.





• Get free tech support. Before you pay Microsoft, try techguy.org.





• Trim your own hair. ("And tuck in your shirt," advises Mom. "Look at you!") You can have your hair cut every three weeks at $25 a clip—$425 a year—or you can get one of those $7 stainless-steel razor-blade haircutting doohickeys (they look like combs with razor blades safely out of reach) and save, over five years, $2,125 plus maybe 100 hours of getting to, sitting in, and returning from the barber's chair.

Or have it cut professionally a few times a year and touch it up yourself the rest of the time.


 • Walk. Save a dollar by not taking the bus or $10 by not taking a taxi.





• Crunch. If you use and love your gym membership—great. But if the real goal is to stay fit, not to meet people, then consider this: you can be a man or woman of steel if you do no more than push-ups and crunches (little half sit-ups) on a towel on your floor—everyone has a floor—and you can have a healthy heart if you take a vigorous walk or run every day or two. Canceling the gym membership doesn't mean you can never visit. But for some, paying the occasional day rate will cost less than the full fare.





• Listen. The two biggest obstacles to exercise are laziness and boredom. The biggest obstacle to reading books is finding time. The biggest problem with listening to books while exercising is the cost. Audible.com solves all these problems. For about $20 a month you get your choice of two books a month—so they cost $10 each instead of $30. I have walked across America with Lewis & Clark listening to Undaunted Courage (while I shopped for groceries) and built the Panama Canal listening to The Path Between the Seas (while loping around my neighborhood). How long is Ayn Rand's (ridiculous but wonderful) Atlas Shrugged? I'll tell you exactly: for me, it was 347 miles.





• Use the library. Even cheaper than audible.com or amazon.com are the books and audio books you can borrow from the local library. Instead of a movie and popcorn for the four of you—$60—how about a trip to the library where everyone has an hour to explore and meet up back at the checkout? Then hot fudge sundaes at home? We all know that if something is free, it's perceived to have little value. And few people love movies more than me. But how often have you heard people say of a movie, "It wasn't as good as the book"?

So read the book!

If this ruse worked with your kids once a month, you'd be saving $700 a year, not to mention the educational possibilities. (Seriously: Don't mention them.)


 • Get TiVo or one of the cheaper cable-company-provided alternatives. It is a life-changer. Just by fast-forwarding through the commercials and an occasional segment that doesn't interest me, I watch the evening news in 20 minutes instead of 30. That alone saves 60 hours a year. Sixty hours! Time is money! There are a million other reasons to love TiVo (60 Minutes in 45, Seinfeld reruns in 23, the ability to watch on your schedule, not theirs); but on the evening news alone, if my time is worth $3 an hour, that's $180 a year.

(Of course, if you're really struggling to get out of credit card debt, no unnecessary expense is worth making until you've met your goal—even TiVo.)





• Get Netflix. It didn't work for me—I never found time to watch the movies. But here's another way to cut back on entertainment expenses while still living more lavishly than all the emperors of Rome. (They had their court jesters and slaves with fans. You have Harry Potter on DVD—and air conditioning.) Go to netflix.com. For $9 a month, you can watch all the movies you want. DVDs are delivered to your door, there are no deadlines or late fees, and each DVD comes with a prepaid return mailer. If you pay extra, you can have more than one DVD checked out at a time—but if you have a wireless network at home, purchase a Roku player instead (roku.com, under $100). No more waiting for the mail, movies come straight to your TV. It's magic. (Roku also lets you stream free music from pandora.com, your photo album from flickr.com—and more.) If this saved you one $60 movie night a month, you'd net a $612 annual savings.

• Better still, if you can live with the more limited choice, use Hulu. Nothing to buy or set up and a sizable selection of television shows and a more limited selection of movies are currently free—hulu.com. My frugal and surely underpaid editor canceled her cable service altogether last year. "I have to wait a bit longer for the episodes to be uploaded (typically a day, but sometimes a week)," she writes, "but it's a huge savings and I still get to see all my favorite shows."


 • At the movies, share your popcorn (one medium costs pennies more than two smalls) and, depending on whom you're with—and your morbid fear of "backwash"—consider $4.75 for one large soda and two straws instead of $9 for two mediums.





• Cancel your cable bill. With Roku and a little ingenuity, you can do that—and save an additional $1,000 a year. Visit cancelcable.com.





• Take the economy college tour. Is this the summer you and your teen plan to scout prospective colleges? One way to hone the process—and cut travel and lodging costs—is to do some of your "touring" without ever having to check into a motel. Collegiate Choice Walking Tours has taken the official student-guided campus tours at more than 350 colleges—camcorder in hand—and offers the videos, about an hour long, for $15 each. Visit collegiatechoice.com.





• For family vacations, give each child a predetermined sum that has to last the whole trip. You'd still pay all the basics—travel, meals, tickets to the water park. This allowance would be for the completely optional extras. Your kids will learn to make the money last over the specified number of days and to weigh each purchase more carefully. Good life lessons. Meanwhile, you may be spared the begging for trinkets and candy, because that's now all at their discretion. If, under this system, your kids turn suddenly frugal and actually end up with some leftover cash, good for them. It's theirs to keep. Indeed, as a life lesson in delayed gratification, you might even offer, up front, to double whatever they have left over at the end.





• Avoid buying lottery tickets with your spare dollar at the checkout counter. They pay out barely 50 cents in prizes for every dollar sucked in; but since all the big prizes are heavily taxed, the odds are even worse. Heads you win 30 cents, tails you lose $1.





• Bargain down your credit-card fees. If yours charges an annual fee, call to see whether it will match the cards that don't. It's cheaper for them to say yes than to replace you.


 • Eat cheaper—register one of your credit cards with RewardsNetwork.com (877-392-7313, also called iDine). From then on, whenever you use that card at any of the thousands of restaurants they have deals with, you get 20% off the bill—including tax and tip. Just hand your Visa card to the waiter the way you always did. You will be sent an American Express card "loaded" with the amount of your savings each month. Go with nine colleagues to a $200 lunch, and you'll get a card loaded with $40—even if your company reimburses you, or your fellow diners insist on passing $20 bills to the head of the table. (Presumably, you'd pass the savings along to them.) A $100 annual "fee" is paid out of your first $100 in savings.

It's easy to see, on-line, which restaurants in your area are participating. And even if you live 300 miles from the nearest tablecloth, it could still be worth registering for that occasional business trip or vacation.

Just remember that it's still a lot cheaper to have Pepsi and pasta at home.





• Quit smoking. At a pack a day, there's $2,000 a year right there. Tell your teenager you don't care about her health or her soon-to-yellow teeth, you care about her money. The decision to develop a saving rather than a smoking habit makes a huge difference. One way, she puts $2,000 a year into Newports and, at age 65, has cancer. The other way, she puts it into a mutual fund that compounds at 7.5% a year and, at 65, has $1 million.*






• Buy the store brand. Private-label merchandise is often made on the same production line, with the same ingredients, as the more-expensive advertised brands. Aspirin is aspirin, no matter how elaborate the commercials get.* Bleach is bleach. It is a sad fact of American consumer patterns that poor people in particular avoid private-label brands, despite the potential savings—so persuasive is national advertising. For example, private-label shaving cream is occasionally on sale at $1.29. Believe me, it works just as well as the name brands on the next shelf that sell for $2.79.


 Granted, not all private-label merchandise is as good as its name-brand competition. None of it, presumably, is better. You will never find me eating a ketchup other than Heinz. But is it really worth 80% more to you to sneeze into a genuine Kleenexbrand "kleenex"?





• No matter what you buy, pay attention as your order is rung up; and if you pay with your debit card and get cash back, make sure you weren't charged for more than you received.





• But wait! Lisa B of Atlanta suggests "the 48-hour rule." She writes: "My husband and I have lived the principles in your book as long as we've been married. We've never lived cheap. Just smart. No unnecessary debt. Live below the paycheck. Don't pay interest, receive interest. The 48-hour rule before purchases, which means if we find something we like, like a sweater or a pair of boots, wait 48 hours before you buy it. If you still want it, go get it. Most of the time, I don't even remember what it was that I considered buying."





• Eat less meat. Beef? Consider pork. Pork? Consider chicken. Chicken? Try eggplant parmesan. The further down the food chain you go, and the less processing went into making it, the less it costs and, often, the better it is for you (and the planet).


 • Eat less. The average male American waistline has grown nearly five inches, from 35 to 39.7 since 1960; the average female waistline has grown seven inches. The standard 9-inch dinner plate is now often 11 or 12 inches—with (finally! a reason to multiply pi by r-squared! I've waited all my life for this!) 78% more area for potatoes. Forget the fact that diabetes is no fun; think of the cash you'd save on food—and diet programs—if you served smaller portions and just ate less.





• Skip Starbucks. Brewing coffee at home and taking it with you in a travel mug saves big. When you're out of debt and rich, you can go to Starbucks twice a day.





• Try an Andy Burger. Just once, at least. An Andy Burger is a fully loaded cheeseburger, with lettuce, tomato, and pickle on a grilled bun—hold the burger. Slather on the ketchup. Mmmm, mmmm! It contains no burger, yet has the burger smell and taste from being toasted on the grill, and all the taste of the ketchup, which is, let's be honest, the whole point of the burger in the first place. I'm telling you, it's every bit as good as the traditional burger but less expensive, lighter on the land, healthier, and much easier on the cow. No? Well, it works for me.





• Do the math. Indeed, whenever you spend money on an incidental, do the math. It's not a $4.50 Starbucks, it's a $2,000 mocha grande because you go for these about five times a week = $25 with the tip times 52 weeks = $1,300 which is all you have left, after state and local income tax plus FICA, from a $2,000 paycheck.

It's not a $125 massage, it's a $9,000 massage, because you get one almost every week = $6,000 which is what you have left after earning $9,000.

This is not to say you shouldn't have the mocha grande or the massage. It's just to give you the big picture, which might make you want to bring a thermos of coffee from home or take a really nice hot bath instead—want to go for $4 beers instead of $10 vodka tonics.

 Investing $5,000 a year that might otherwise have gone to bottled water (buy one bottle, refill with tap), books (use the library), and phone charges (Skype)—and earning 6% after inflation, which isn't easy but should be possible—will grow, if you're 25 now, to $794,00, in today's buying power, by age 65. Which could then provide you with an extra $57,000 a year through age 95.

Not to mention that frugal people with retirement savings like this tend not to need to borrow at high rates against their credit cards, often saving 8% or 18% or even 29% on everything they charge. That could easily be another $2,000 a year on interest alone, which with the same assumptions as above bumps the retirement nest egg past $1 million and your annual payout, age 65 to 95, past $80,000.

A great joy about being rich, or even just rich-ish, is that you don't have to think about relatively small things like this. Think twice about buying a boat—but a latte? A massage? Yet unless you've inherited your wealth (which brings with it its own set of demons) or married it (potential ditto), you first have to get rich. And doing that means living beneath your means for a while and investing the difference.





• Split your pills. Ask your doctor to prescribe the much-less-expensive generic drug when he or she thinks it is appropriate, and then—whatever the brand—ask about pill splitting. Thirty 80-milligram Lipitor tablets cost the same $135.99 when I checked drugstore.com just now as 30 of the 40-milligram pills.

Buy the higher dosage, cut it in half (if your doctor has prescribed 40 milligrams a day), and you've just cut a $1,632 annual Lipitor bill in half, saving $816 a year. More power to Bob Dole, but if you're 10 or 20 years his junior, you might find that cutting each Viagra tablet four ways is all the pep you need. (Do not attempt this with time-release capsules—or anything else you haven't gotten your doctor's OK to subdivide.)


 • Request free pills. Your doctor may have samples. And you can even get free antibiotics at some pharmacies, including those at Giant, Stop & Shop, Publix, Meijer, and Wegmans. Free prenatal vitamins at Meijer and Schnucks.





• Read your medical bills. I know; I know. But they could contain costly mistakes. If you need help, the Patient Advocate Foundation (patientadvocate.org) can review your medical bill for free.





• Ask for a discount. There's no shame in asking whether someone "can do any better." AARP reports that only 15% of hearing-aid shoppers ask for a deal; but that because the markups are so high, most of those who do, get one.





• Ice water has at least as much nutritional value as Diet Coke, and it's free. Drinking lots of water is supposed to be good for you. Sipping it continuously keeps you feeling cool even with the thermostat set a few degrees higher. That's a $300 annual saving on the Coke, a $300 saving on the a/c.

"Fill some cool-looking resealable bottles with water and store them in the fridge," suggest Camp Wigwam owners Bob and Jane Straus. "The kids will grab these instead of a soda. Much cheaper, much healthier."





• Tap water. Listen: unless you live in a typhoid swamp, I don't ever again want to catch you buying bottled water. What an easy way to save money—and avoid dumping plastic into the ocean (which is where a lot of it ultimately floats). It's a crazy waste of oil (used to make the plastic and to truck those bottles to the store). Just get a single plastic container and keep refilling it with tap water. If your tap water has impurities, get a Brita water pitcher (brita.com) or some similar filtration solution. I am deeply ashamed to have bought hundreds of bottles of water for our water volleyball guests over the years. Now Charles and I just put out a pitcher of ice water and some of those big red plastic cups (which we reuse dozens of times—why would you even think of throwing them out?).


 It's not a 75-cent bottle of water twice a day, it's a $547 annual bottled-water bill and 730 plastic bottles that you add to the 30-odd billion we Americans throw out each year.





• Scotch drinkers can tell one scotch from another,* but show me the man who can tell what vodka was used to make his vodka tonic. If status symbols are important to you, buy one bottle of Grey Goose and a 59-cent plastic funnel. It should last a lifetime.






• Paper towels? Have you people not heard of a sponge? And/or Google "cotton rags" and buy a few dozen for $20 or so.





• Forget wrapping paper. I use newspaper—makes a nice gray background for a Magic Marker sentiment ("Arnie and Sue, this is for you!"), spares the environment, saves money. For special occasions, I use the New Yorker covers I save throughout the year and tape them together for the same purpose.

With each gift should come a poem. Preferably in the form of a riddle. "Come rain or come shine / You're my kinda fella / So I went out and got you / This brand new um—!"

How hard is that?





• Forget the newspaper. I know I just suggested you wrap things with it, but what if you skipped the physical newspaper and read it on-line instead? You save money, spare trees, and don't have to remember to suspend delivery when you're on vacation. Indeed, you don't even have to wait until morning to read it. You can read it the night before. It's always yours wherever you have access to the Internet.

I love the New York Times and want to see it thrive. So I get the Sunday paper delivered—one of the luxuries a lifetime of serving guests cheap vodka out of a premium bottle makes possible—and eagerly pay the $4.62 a week for a premium subscription via NYTimes.com/TimesReader. But that's still a lot cheaper than the $600 a year I was paying before.





 • Save ink. Some fonts use a lot less of it than others. You can download Ecofont for free (ecofont.com). And if you use Readability to print web pages (also free: readability.com), you won't be paying to print color ads you probably didn't want anyway.





• Improve your credit rating. Most people think their rating is higher than it actually is—I did—and are surprised at some of the reasons their score is lower than they expected. To find yours, visit annualcreditreport.com or call 877-322-8228 (lots of important information on your account from each of the three rating agencies all free except for the score, which requires you then to enter a credit card, if you want to, and pay $7.95) or creditreport.com, which provides the score "free," but only if you remember to cancel the $14.95/month membership within the trial period.

Your score can matter. The average rate charged on a 30-year fixed home mortgage when I tried this was 4.49% for someone with a FICO score of at least 760, versus 4.89% for someone just a couple of notches down at 690—an extra $17,000 in interest on a $200,000 mortgage over the life of the loan. Drop the score to 630 and if you can even qualify for a loan the rate rises to 6.08% and you'll be paying, not $17,000, but $71,000 more. Until you fix your credit: rent.





• We've already talked about Cepacol. Consider buying services "by the case," too.

I got my flood insurance renewal notice recently and a choice: one year at $429 or three years for $1,147. Which would you choose?

It's the kind of choice we face frequently, perhaps most often with magazine subscriptions. Here's how you might go about making a rational decision:


 In the example above, you're "investing" an extra $718 up front to save $140 (paying $1,147 instead of $429 three times—$1,287). But what kind of return is that?

The trick is to figure out how long you're tying up the money. Your first inclination may be to say "three years," but that's wrong. If you had paid annually instead of all at once, the second $429 would have been due just a year from now, so that portion of the $718—fully 60% of it—is only being tied up one year. And the rest ($289) is only being tied up two years.

If 60% of your $718 is being tied up for one year and 40% for two years, then the whole thing, taking a weighted average, is being tied up for 1.4 years. (How'd I get that? I multiplied 1 year by 60% and got .6 years; then multiplied 2 years by 40% and got .8 years; then added .6 and .8 years together to get 1.4 years.)

What kind of return is it to earn $140 on $718 in 1.4 years? If you're not into computers or higher math, just divide the $140 return by the $718 investment and you get a 19.5% gain. Divide that by 1.4 years and you get a wrong, but close, answer of 13.9% gain per year. The precise answer—easily obtained with a pocket calculator or computer program that includes "present value" functions with irregular time periods—is "about 13%."* And it's tax-free.


And there's the saving if, by locking in today's price, you avoid price increases in years two and three. So the after-tax return may wind up being even better.

On the other hand, you should consider whether there might be some cancellation fee if you decided to terminate your insurance (or magazine subscription) in mid-term, and whether the insurer (or magazine publisher, or health club, or exterminating service) might go broke before the end of the three years, leaving you uninsured (or with nothing to read, no place to work out, or rats).





 • Pay small bills in advance. I get a bill from the gas company every month—it's the gas for a single rarely-used stove and so runs less than $10 a month. I send $100 instead. By paying the next dozen or so bills in advance, I save $5 or so in postage and checks (or electronic bill-payment fees) and am spared a dozen little chores. Forgetting the value of my time, that's a 5% return on $100—tax-free—but really more than twice that because ... well, see the first appendix again, if you don't believe me.

Of course, I wouldn't do this with a company that might disappear or be unable to keep track of my credit balance. Or with bills I can have charged automatically to my credit card—that's even easier, free, and racks up frequent-flier miles.

And if it's a $90 bill for something, I might just pay one or two months in advance. But I still cut my bill-paying chores in half and make a nice little "return" by so doing. To "earn" 50 cents on $90 in a month is to be earning at a nearly 7% annualized rate.





• Live light on the land. If your shirts come back from the dry cleaner folded in plastic bags, use them in place of sandwich bags for storing leftovers. It saves a little money, saves a little planet. (Plastic bags are made from oil.) When you need to boil water, save water, time, and fuel: don't boil more than you need, use a lid, of course—and for small amounts, save even more time and energy by boiling it in the microwave. Skip the dishwasher. I have a patented "non-stack method" for which I hereby waive the license fee: just rinse the tops of plates and bowls as you clear the table without stacking them (which just gets the bottoms dirty), then put them in one of those cheap vertical drying racks. You're done. Seriously.

Want a hobby? Take a couple of minutes to explore evolve showerheads.com—you could save a lot of hot water even with
out the dread "low flow." (Kramer: "Low flow? Well I don't like the sound of that.") How about a Chilipepper CP6000 under your sink? Check out gothotwater.com as well. Pipes at risk of freezing in the winter? Search "autocirc pump" to solve that problem and save on hot water.

 Fire up your Google and research "residential heat pump water heaters." Make sense for you?

Search on "residential solar panels." We've put a little 3.6-kilowatt power plant on our roof. Even when it's cloudy, our electric meter generally runs backwards, as we're generating more power than we use, selling the difference back to our utility. Without federal, state, and utility-company incentives, solar is still at best a marginal investment. But the incentives are there for a reason (known as "externalities"), and with them, in some parts of the country, the return is outstanding.

The list goes on! You'll get lots of good ideas at wwwl.eere.energy.gov/consumer/tips (the Web site is friendlier than the URL).

The more nearly full you keep your refrigerator and/or freezer, the less energy it burns (just be sure to leave room for air to circulate).

One of my Web site readers cut her family's peak quarterly electric bill from $447 to $243 just by switching to more efficient lightbulbs, installing power strips to make it easy to switch off TVs that drain power even when not in use, buying an efficient front-loading washing machine that also saves on drying (because the clothes are nearly dry when the washer finishes), and installing an on-demand water heater. "We're saving 45% with some simple changes and no sacrifice," she reports.

It becomes a game. Could I afford to keep my aforementioned 400 watts burning to light our kitchen? I could. But, quite apart from the investment return, cutting that consumption by 94% to just 24 watts makes me smile every time I switch on the lights.

***


 If all this penny-pinching sounds niggling, don't miss the larger point: the suggestions in this chapter can very likely save you $1,000 a year—and possibly much more—with very little effort. And that's important, because the typical American doesn't save enough. When this book was first published, personal savings as a percentage of disposable income in the U.S. was 9%. By the last edition of this book (2005), it was down to 2%. Hard times have reminded people to prepare for rainy days, so it's back up somewhat. But it's still inadequate.

Most people need to do better for themselves—and can.




End of sample
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