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INTRODUCTION

WHY YOU NEED THIS BOOK

PERHAPS YOU’RE A YOUNG PERSON just getting started in life. Or perhaps you’re an older person thinking about retiring. Or perhaps you’re a hostile space alien planning to wipe out humanity by putting tiny radioactive scorpions in the latte machines at Starbucks.

Well, no matter who you are, you need this book.

“Why?” you ask.

Because chances are that when it comes to your personal finances, you are, with all due respect, a complete moron. I do not mean that in a derogatory way. I mean it simply in the sense that, when it comes to handling money, you are a stupid idiot.

“But,” you say, “what if I follow the accepted principles of sound money management?”

Great. Except that your so-called “accepted principles of sound money management” are worthless.

“But,” you say, “what if OUCH!”

I apologize for slapping your face, but if you keep interrupting with your stupid questions, we’re never going to get through this introduction.

As I was saying, your so-called “accepted principles of sound money management” are worthless. To help you understand why, let’s consider the financial situations of two best friends, named “Bob” and “John.”

In some ways, “Bob” and “John” are very much alike: They’re the same age, make the same salary, and have the same number of dependents. They live in identical houses next door to each other. They both have quotation marks around their names.

But that is where the similarities end. “Bob” is very involved in managing his money: He reads every money-related article he can get his hands on, follows all the money-advice experts on radio and TV, and regularly attends investment seminars.

“John” does none of these things. He has never read a word about money management. He has no investment plan. “John” can’t even balance his checking account!

And yet, oddly enough, “Bob” is the one in financial trouble. He lives paycheck to paycheck. He can’t afford to send his kids to college. He drives an old clunker car and is forced to use cheap, generic toilet tissue that makes him feel as though he is performing intimate hygiene with roofing materials.

“John,” meanwhile, drives a new Mercedes, sends his kids to Ivy League universities, and dines at fine restaurants serving shrimp the size of Mike Tyson’s forearm.

How is this possible? What is “John”’s secret? Simple: He is stealing from “Bob.” He dug a tunnel under “Bob”’s house and uses it to swipe “Bob”’s cash, food, electricity, cable TV, and small appliances. Sometimes, when “Bob” is at an investment seminar, “John” has sex with “Bob”’s wife, “Alice.”

What is the moral of this story? Simple: When it comes to money, you can’t even trust your best friend. You can’t trust anybody. Everywhere you turn, people are trying to take advantage of you.

I’ll give you an embarrassing example from my own personal experience. Like many computer users, I receive a tremendous amount of “spam” e-mail. Most of it is highly questionable, consisting of offers to sell me discount Viagra, enlarge my penis, refinance my mortgage, eliminate my debts, get me a “great deal” on life insurance, set me up in some “home business” that will allegedly give me a huge income for just a few hours’ work, enroll me in a pyramid scheme or some other “foolproof” system to “get rich quick” with almost no effort, and on and on and on. It’s ridiculous! I mean, why would I need to enlarge MY penis? The very idea is absurd! Ask anyone!

But some of the “get rich quick” proposals look pretty good. I got one in particular from a businessman in Nigeria, who wrote me a very businesslike e-mail stating that, in a nutshell, he wanted to send me $47 million.

I didn’t totally follow his explanation—there were a lot of details—but the gist was that there was some kind of business screwup over there in Nigeria (you know how it is in business) and a bunch of businesspeople decided that, for business reasons, they needed to send somebody $47 million, and somehow my name came up.

It seemed almost “too good to be true.” But as I say, the e-mail was very businesslike, so I replied that, sure, I would be willing to take the $47 million.

You probably know what happened next. After a few e-mail exchanges, the businessman informed me that some “minor technical problems” had cropped up—something about “Nigerian government red tape”—and that in order to “smooth things out” and send the money to me, he needed me to send him an “advance fee” of $5,000.

I was a little suspicious, and my friends warned me to be cautious, but $5,000 seemed like a small enough investment for a return of $47 million. So I sent a check.

No sooner had it cleared than my businessman “friend” sent me another e-mail, apologizing and saying that there were more problems, and he needed another $5,000.

At this point my friends were all telling me that I had become the victim of a classic “scam,” and that I was crazy to send any more money. But I was so blinded by greed, so hooked on the idea of getting my hands on this huge fortune, that I went ahead and wrote a second $5,000 check.

Two days later, I received $47 million in cash. It came via UPS in 578 large cardboard boxes. I have cash all over my house. If I want a helicopter, I just grab a box and go buy one. My money worries are over forever! And why? Because I did not trust my friends. They’re not even my friends anymore, now that I’m extremely rich. I hang out with new friends that I met at the helicopter store.

Of course I cannot guarantee that you will achieve the same level of financial success as I did. But I can promise you that, if you carefully follow the proven, time-tested money-management principles* 1 detailed in this book, you will be the first person ever to do so. And surely that is worth something.

So let’s get started! The first order of business is for you to take the following:

Quiz to Determine Your Current Financial Health

What kind of financial shape are you in right now? This scientific quiz will show you. Be honest in your answers: If you lie, you’ll only be lying to yourself! The place to lie is on your federal tax return.

What is your annual income?

	1.	More than $50,000.

	2.	Less than $50,000.

	3.	However much I get when I return these empties.


Not counting your mortgage, how much money do you currently owe?

	1.	Less than $10,000.

	2.	More than $10,000.

	3.	Men are threatening to cut off my thumbs.


How would you describe your portfolio?

	1.	Conservative, mainly bonds and blue-chip equities.

	2.	Aggressive, mainly options and speculative stocks.

	3.	My what?


When analyzing an investment, what do you consider to be the most important factor?

	1.	The amount of return.

	2.	The degree of risk.

	3.	The name of the jockey.


How do you plan to finance your retirement?

	1.	Savings.

	2.	Social Security.

	3.	Sale of kidneys.


Calculating Your Score

•                  If your answers are mostly ones and twos, you’re in pretty good financial health.

•                  If your answers are mostly twos and threes, you definitely need to improve your money-management skills.

•                  If your answers are all threes, be advised that we’re having a minor technical problem calculating your score because of Nigerian red tape. To smooth things out, we need you to send us an “advance fee” of $5,000, which you will get back many times over.
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HOW MONEY WORKS

Or: Everybody Clap for Tinker Bell!

WHY IS MONEY VALUABLE? Why are people willing to work so hard for it, lie for it, cheat for it, go to prison for it, fight for it, kill for it, give up their children for it . . . even marry Donald Trump for it?

I mean, look at the dollar bill. What is it, really? It’s a piece of paper! What’s more, it’s a piece of paper that appears to have been designed by a disturbed individual. On one side, you have a portrait of George Washington, who, granted, was the Father of Our Country and a great leader and everything, but who looks, in this particular picture . . .
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. . . like a man having his prostate examined by Roto-Rooter. And then on the other side of the dollar you have:
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What is that about? Why is there a picture of a pyramid, instead of a structure traditionally associated with the fundamental values of the United States of America, such as a Wal-Mart? And why is the pyramid being hovered over by an eyeball the size of a UPS truck?

Whatever the explanation, the design of the dollar would not seem to inspire confidence in its value. And yet if you drop a few dollars from an overpass onto a busy freeway at rush hour, people will run into traffic and literally risk their lives in an effort to grab them. Try it!

What does this tell us? It tells us that people are stupid. But it also tells us that money is more than just pieces of paper. But what makes it valuable? To answer that question, we need to consider:

The History of Money

In prehistoric times, there was no such thing as money. When people needed to buy something, they had to charge it. And then when the bills came, nobody could understand them, because there was also no such thing as reading. This led to a lot of misunderstandings and hitting with rocks.

The first form of money that we are aware of by looking it up on the Internet was animals. From the start there were problems with this type of money, particularly the smaller denominations, such as squirrels, which were always biting the payee and scampering away.

By 9000 B.C., the most commonly accepted form of animal money was cattle. When you bought something, you would give the other person a cow, and the other person would give your change in calves. This was better than squirrels, but still not an efficient system. The cash registers were disgusting.

By 3000 B.C., the Mesopotamians* 2 had invented two concepts that revolutionized economic activity: (1) writing and (2) banking. This meant that, for the first time, it was possible for a Mesopotamian to walk into a bank and hand the teller a stone tablet stating:

GIVE ME ALL YOUR COWS AND NOBODY GETS HURT

These robbers were captured quickly, because they had to make their getaways at very slow speeds. Still, it was clear that a better medium of exchange was needed.

The ancient Chinese tried to solve the problem by using seashells as money. The advantage of this system was that seashells were small, durable, clean, and easy to carry. The drawback was that they were, in a word, seashells. This meant that anybody with access to the sea could get them. By the time the ancient Chinese had figured this out, much of their country was the legal property of gulls.

And so the quest continued for a better form of money. Various cultures experimented with a number of commodities, including tea, grains, leather, tobacco, and Pokémon cards. Then, finally, humanity hit upon a medium of exchange that had no disadvantages—a medium that was durable, portable, beautiful, and universally recognized to have lasting value. That medium, of course, was beer.

No, seriously, it was precious metals, especially gold and silver, which—in addition to being rare and beautiful—could be easily shaped into little disks that fit into vending machines.

Before long, many cultures were using some form of gold for money. It came in a wide variety of shapes and designs, as we see in these photographs of ancient coins unearthed by archeologists:
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SOURCE: The British Museum of Really Old Things
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The problem was that gold is too heavy to be constantly lugged around. So, to make it easier for everybody, governments began to issue pieces of paper to represent gold. The deal was, whenever you wanted, you could redeem the paper for gold. The government was just holding your gold for you. But it was YOUR gold! You could get it anytime! That was the sacred promise that the government made to the people. That’s why the people trusted paper money. And that’s why, to this very day, if you—an ordinary citizen—go to Fort Knox and ask to exchange your U.S. dollars for gold, you will be used as a human chew toy by large federal dogs.

Because the government changed the deal. We don’t have the gold standard anymore. Nobody does. Over the years, all the governments in the world, having discovered that gold is, like, rare, decided that it would be more convenient to back their money with something that is easier to come by, namely: nothing. So even though the U.S. government still allegedly holds tons of gold in “reserve,” you can no longer exchange your dollars for it. You can’t even see it, because visitors are not allowed. For all you know, Fort Knox is filled with Cheez Whiz.

Which brings us back to the original question: If our money really is just pieces of paper, backed by nothing, why is it valuable? The answer is: Because we all believe it’s valuable.

Really, that’s pretty much it. Remember the part in Peter Pan where we clap to prove that we believe in fairies, and we save Tinker Bell? That’s our monetary system! It’s the Tinker Bell System! We see everybody else running around after these pieces of paper, and we figure, Hey, these pieces of paper must be valuable. That’s why if you exchanged your house for, say, a pile of acorns, everybody would think you’re insane; whereas if you exchange your house for a pile of dollars, everybody thinks you’re rational, because you get . . . pieces of paper! The special kind, with the big hovering eyeball!

And you laughed at the ancient Chinese, with the seashells.

So what does all this mean? Does it mean that our monetary system is a giant house of cards that would collapse like, well, a giant house of cards if the public stopped believing in the pieces of paper? Could all of our “wealth”—our savings, our investments, our pension plans, etc.—suddenly become worthless, meaning that the only truly “wealthy” people would be the survivalist wing nuts who trade all their money for guns and beef jerky?

Yes. But that probably won’t happen. Because, fortunately, the public prefers not to think about economics. Most people are unable to understand their own telephone bills, let alone the U.S. monetary system. And as long as we don’t question the big eyeball, Tinker Bell is safe.

OK, now you know what money actually is. (Don’t tell anybody!) The next question is: How come some people have so much money, while others have so little? Why does the money distribution seem so unfair? Why, for example, are professional athletes paid tens of millions of dollars a year for playing silly games with balls, while productive, hardworking people with infinitely more value to society, such as humor writers, must struggle to make barely half that? And above all, how can you, personally, get more money?

We’ll address these questions in future chapters,* 3 which will be chock-full of sure-fire, can’t-miss, no-nonsense, common-sense, easy-to-apply, on-the-money hyphenated phrases. You’ll be on your way to riches in no time! All you have to do is really believe in yourself! Come on, show that you really believe! Clap your hands!

Also, just in case, you should get some jerky.

Why Does the Back of the Dollar Have a Pyramid and a Giant Eyeball?

There is actually a simple explanation for these two seemingly odd symbols:

Back when the Founding Fathers were designing our currency, they were looking for an image for the new nation, an image that would symbolize the concept of something strong and massive being watched over by something all-seeing and wise. After much discussion, what they came up with—as you have probably guessed—was a picture of an owl standing on an elephant.

The Founding Fathers passed this idea along to the artist hired to do the engraving of the printing plates for the dollar, whose name was Phil. As it happened, the day he did the dollar, which was his birthday, Phil consumed what historians now believe was at least two quarts of whiskey, and for whatever reason—the only explanation he ever gave was “the squirrels made me”—he engraved a pyramid with a giant eyeball on top of it. Unfortunately, the Founding Fathers, who were in a hurry to get the dollar printed so they could spend it, failed to notice this until it was too late. Fortunately, however, they did catch the error on the front of the dollar, where, instead of George Washington, Phil had engraved a fish playing tennis. Otherwise we might live in a very different nation today.
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HOW THE U.S. ECONOMY WORKS

Adam Sandler Is Involved

THE ECONOMY IS A LARGE, complicated thing that is difficult for regular untrained people like you to understand. Fortunately, in college I took economics for the better part of an entire semester, during which I took time out from my busy schedule to attend several actual classes. So in this chapter I will explain how the economy works, with certain key words in boldface type to indicate that they are darker than the other words.

The largest single item in the economy is the Gross National Product, or DNA for short. This consists of everything that is produced by the labor force after the labor force finally gets to work and finds a parking space and has some Starbucks. At one time the Gross National Product consisted of both goods and services, but today pretty much all physical objects are manufactured in Asia, which means the U.S. workforce is engaged in the service economy, consisting of 83 million people in cubicles furtively sending and receiving personal e-mails. Also there is a small remaining agriculture sector, consisting of maybe 15 people in Nebraska or someplace who grow soybeans, although nobody knows what they do with them.

The sum total of the Gross National Product is several trillion dollars, of which one third is sent to the government in the form of taxes for the express purpose of being wasted. Another third goes directly to Bill Gates. The remaining third is divided up into wages and prices, which go up and sometimes, in the case of wages, down, in response to the law of supply and demand, which states that if there are fewer than two outs with runners on first and second base . . . no, sorry, that’s the infield fly rule. The law of supply and demand states that if you have too much of something that not enough people really want, such as movies starring Adam Sandler, the price is going to go down until it reaches $1.99 per DVD; whereas if there is an undersupply of something, such as whatever toy every child in America including yours wants for Christmas, but the toy manufacturer makes only 25 units of this toy for the entire freaking world, you will pay however much it costs you to get it after trading punches with other parents at Toys Backwards “R” Us.

If all the prices in the nation go down at once, that is called deflation, and the way to correct it is to wake up from the dream you are having, because this never happens in real life. In real life, all the prices always go up, a condition that economists call inflation, or, for short, normal. If inflation gets to be too bad, Congress holds a hearing at which the nation’s leading economists, using sophisticated data collection and computerized modeling, present a detailed statistical analysis of the economic situation, after which they light a bonfire and sacrifice a live virgin congressional intern.

The resulting aroma summons Alan Greenspan* 4, who is the chairman of the Federal Reserve Board, a mysterious organization that controls the economy from its secret Batcave-style headquarters far beneath the surface of the earth.

When Greenspan emerges from the ground, he looks around at the economy to determine whether he can see his shadow. In this respect, he is similar to the professional groundhog Punxsutawney Phil, although as we see in the photographs below, there are distinct physical differences between the two:
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After he has looked around, Greenspan makes an ambiguous remark, and everybody tries to figure out what it means. This is not easy, because Greenspan is crafty in his choice of words. For example, two years ago, in a speech before the Economics Council of London, Greenspan said: “What has one foot on each side and one in the middle?” This remark sent shock waves throughout the world economy. Investors lost more than $14 trillion in the resulting stock market plunge, and several hundred corporations went bankrupt, with a resulting loss of millions of jobs. It wasn’t until nearly a month later that economists figured out that the answer to Greenspan’s question was: a yardstick. But by then the damage had been done.

Sometimes these misunderstandings aren’t really Greenspan’s fault. The stock market crash of 1987 resulted from an incident at a luncheon when he was simply trying to tell the waiter that he wanted ranch dressing instead of vinaigrette.

If the economy appears to be heading for real trouble, Greenspan will raise or lower the prime rate. This is a very important economic thing, but unfortunately I was unable to attend the specific classes in which it was discussed.

The United States also engages in international trade with other nations, wherein we buy things that they produce such as cars, computers, televisions, clothing, furniture, steel, cell phones, and pretty much everything else, and in return they buy things that we produce, such as Starbucks franchises and movies starring Adam Sandler. If they fail to buy enough things from us, we have a trade deficit, and if it gets really bad, we have to remind everybody that in addition to Adam Sandler we have a lot of nuclear missiles.

Whew! It has been a lot of work, explaining the entire U.S. economy, but now that I’m done, you know as much about how it works as the people who are actually running it. You probably think I’m kidding.


 
3

MANAGING YOUR PERSONAL FINANCES

REMEMBER THE FABLE of the grasshopper and the ant?

The industrious ant worked hard all summer long, harvesting pieces of food dropped on the sidewalk in front of a Taco Bell. But the lazy grasshopper spent the summer frolicking and downloading Internet porn.

When fall came, the ant was snug in his anthill with a wad of rancid salsa the size of a volleyball. But the grasshopper had nothing to eat. He went to the ant’s nest and said, “I’m starving! Can I have some . . . YUCK! What’s that smell?”

“That’s my food supply!” said the ant, who was a generous ant, “and I will gladly share it with y . . .”

FWOOSH

At that moment they were both burned alive, because the ant had built his nest in a playground frequented by inquisitive young boys with access to lighter fluid.

What financial lesson does this fable teach us? It teaches us that, in selecting real estate, the three most important factors are: location, location, location. But this chapter is not about real estate. This chapter is about managing your personal finances.

Do you have a good “handle” on where your money goes? To find out, ask yourself if the following statements describe you:




•                  You’d like to save money for the future, but it seems there’s never any left over after you pay your bills.

•                  You have several credit cards, and you can never quite get the balances down to zero.

•                  You make large purchases on impulse.

•                  When you buy things, you often receive pennies in change, and you put these in a jar or some other container. Over the years you have accumulated roughly 17,000 loose pennies. At one point, you actually bought penny wrappers, but you never put the pennies in them, and you no longer know where the wrappers are, and you have heard that the banks don’t really want them anyway. You frankly have no idea why the government still MAKES pennies. All you know is that you are going to die with these fricking pennies in your possession.

•                  When you wake up in the morning, you have to pee.

•                  Twice a year, you change all your clocks by an hour, but you don’t really know why.

•                  You occasionally bet on sporting events, and you secretly believe that, by doing certain things such as positioning your hands in a certain way, or not looking directly at the television set, you can affect the accuracy of a field goal kicker thousands of miles away.

•                  You have convinced yourself that your sexual fantasies are normal.

•                  Even the one involving the penguin.

•                  At weddings, when the organ plays “Here comes the bride,” your brain immediately responds with: “Big, fat, and wide.”

•                  When you watch The Wizard of Oz, it troubles you that Glinda, the so-called “Good Witch of the North,” is actually quite nonhelpful to Dorothy. Like, at the beginning, she’s all vague about the power of the ruby slippers, as if she has no idea what they can do, and then at the end, when Dorothy has gone through living hell to kill the Wicked Witch of the West so she can go back to Kansas, Glinda shows up and—guess what!—she knows exactly how Dorothy can use the slippers to get home. When the Scarecrow asks Glinda how come she didn’t just explain this to Dorothy in the first place, Glinda gives a lame explanation about how Dorothy wouldn’t have believed her, when in fact from the start Dorothy totally believed everything Glinda told her, including this lie that the “Wizard of Oz” was great and powerful, when in fact he was a drunk with a smoke machine (as if Glinda wouldn’t know that). So what is clearly happening here is that Glinda was just using Dorothy to kill the Wicked Witch of the West. What a bitch.

•                  Speaking of movies: When you’re at a movie theater, and your movie is about to start, you always end up in the concession line that doesn’t move because the people in front just can’t decide what they want, as if they’re up there trying to negotiate a Middle East peace settlement instead of choosing between popcorn and Milk Duds—FOR GOD’S SAKE WILL YOU MORONS JUST MAKE UP YOUR MINDS??

•                  Sometimes, when nobody is around, you scratch your private parts with a hairbrush.

•                  You do not keep a detailed household budget.




If any one of these statements caused you to think: “That’s me, all right!” then your personal finances are in serious trouble. What can you do about it?

One important step, of course, is to purchase products carrying the brand of a popular financial guru such as Suze “Suze” Orman. If you don’t know who Suze is, turn on your TV right now and tune it to any channel, including the Cartoon Network. There she’ll be:
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Suze always has a smile on her face—the radiant, confident smile of a person who will not hesitate to kill anybody who gets in her way. But she’s also smiling because she has helped millions of people who have learned the secrets of wealth by purchasing her many bestselling books and audiotapes, including Suze Orman’s Financial Guidebook; The Road to Wealth: A Comprehensive Guide to Your Money; The Laws of Money, the Lessons of Life; You’ve Earned It, Don’t Lose It; 9 Steps to Financial Freedom; The Courage to Be Rich; Here’s Yet Another Suze Orman Book About Money; You Might Think That at Some Point Suze Orman Would Run Out of Ideas for Money Books, but You Would Be Wrong; and Buy This Money Book or Suze Orman Will Rip Out Your Throat with Her Large Carnivorous Teeth.

The reason Suze has sold so many books is that she offers a clear, simple, common-sense message that resonates with everyday people: You pathetic loser.

As Suze explains, because of your loserhood, you’re probably doing many stupid things with your money that you’re not even aware of. For example, let’s say that, every morning on the way to work, you stop at Starbucks and buy a latte for $3.95. It doesn’t sound like much, does it? But suppose that, instead of spending that money on coffee, you set it aside each day. What would happen?

First of all, without the caffeine, you’d fall asleep in your cubicle at work and get fired. But look at the financial upside! At the end of just two working weeks, you’d have saved $3.95 per day for ten days, which works out to, let’s see . . . carry the 6 . . . OK, it’s nearly forty dollars. That’s right: You would have saved enough money to invest in a half keg of beer—enough, if you manage it properly, to maintain a serious buzz for an entire weekend. THAT’S the kind of long-term financial thinking Suze and I are talking about.

But to achieve this kind of result, you need to develop, and stick to, a Personal Financial Plan. If you’re like most people, you’re always thinking of reasons why you haven’t made a Personal Financial Plan, like “I don’t have the time,” or “I’m no good with numbers,” or “I’m being held prisoner in a cave by a lunatic who believes he is taking orders from a bat.”

Well, Mr. or Ms. Excuse-Maker, it’s time you stopped whining and started taking charge of your financial situation. It’s easy! You just need to follow these steps:




1.                  Analyze your cash flow. “Cash flow” is a term that accountants use to describe the flowing of cash. To analyze your cash flow, first sit down at your kitchen table, put your head in your hands, and think really hard about the following question: “Where the HELL does all my money go?”




When you have figured out the answer, you should make a pie chart to help you graphically visualize your cash flow. It should look something like this:




Where Your Money Goes
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When we analyze this chart, we see that your biggest area of concern, cash-flow-wise, is your Miscellaneous. This is where you need to cut back, by not spending so much money on frivolous and unnecessary items. Your children, for example. Chances are that, like most kids today, they want you to buy them every new fad item that comes along, so they can be like their friends. Be firm with them! Tell them: “Just because your friends have food, clothing, and medical care, that doesn’t mean YOU have to have those things.” (We’ll have more on reducing the high cost of children in our chapter on education, under “Steering Your Child Away from Harvard and Toward a Cheap, Crappy College.”)

You can also save on your household expenses by using time-tested homeowner money-saving tips. For example: Do you use toilet paper? Of course you do! No shame in that. But when you’ve used up the roll, what do you do with the little cardboard tube? You throw it away, right? I bet that, over the years, you’ve thrown away hundreds of those little tubes. But if you save them in a box, at some point down the road you’ll have collected enough so that you can put them to some kind of clever, money-saving household use. Although it beats the hell out of me what that use might be. I’m a financial expert, not Heloise.

Another way you can save money is to avoid using your credit cards. Oh, sure, it’s easy to “whip out the plastic,” but it’s also a bad idea. Let’s say you’re at a convenience store, and you buy a can of Diet Coke costing a dollar, which you pay with your credit card. For openers, the people in line behind you—especially if I am one of them—will silently curse you, because now they all have to wait while the cashier gets authorization from Taiwan or Mars or wherever for your stupid one-dollar purchase.

But also, that purchase is going to be more expensive than you think. By the time you have completely eliminated all traces of it from your credit card statement, that “one-dollar” Diet Coke will have cost you—get ready—$386.52!

Does that seem like an absurdly high number? OK, let’s analyze it. Assume that your credit card company charges you an annual percentage rate of 14.4 percent, and that you pay one half of your balance each month. Now do the math.

Ha ha! I am just kidding, which I will indicate here by inserting the international symbol for lighthearted jesting:




[image: image]




Suze and I are laughing because we know that there is no way in hell that you can do the math. I can’t either! I just made up the $386.52. This, I believe, is also what the credit card companies do. I believe they put random, meaningless numbers on our statements, because they know that we, their clueless, math-impaired customers, will not challenge them. It would not surprise me to learn that the credit card companies have an industry-wide competition to see who can get a consumer to accept the most absurd credit card balance. Each year they announce the winner at a big awards banquet:




MASTER OF CEREMONIES: Our winner this year is Wanda Zuckmiller of Visa, who achieved what many experts in our industry said was impossible: She mailed out the first Visa statement ever with a balance of—and this is a direct quote—“one jillion dollars.” Not only did the credit card holder, a Mrs. Shirley Hemplerigger of Plano, Texas, unquestioningly accept this amount—her exact words were “I have GOT to stop buying collectible wax fruit on eBay”—but Wanda also got Mrs. Hemplerigger to sign a statement agreeing to pay off her balance by sending Visa $50 a month for—and again I am quoting—“87 bazillion months.”

(WILD APPLAUSE)

Does this mean you should cut up your credit cards and throw them away? No. It just means that you should use them wisely. Suppose, for example, that you see an item in a store that you really need, but you don’t have enough cash on hand to buy it. This is the logical time to use a credit card. Wait until the store closes, then slide the card into the door crack and use it to jimmy open the lock.




[image: image]




Ha ha! Suze and I are just pulling your leg again. It’s against the law to break into stores, and a credit card is the wrong tool for the job.* 5

Our point is that there are many simple and effective techniques that you can use to reduce your unnecessary spending, and just because we haven’t been able to think of any in this chapter, that is no excuse for you not to employ them. Suze and I are sick of your excuses.





End of sample
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