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e have written this text to

help the reader plan for a
successful financial future—an
increasingly difficult task in to-
day's economic environment of
volatile interest rates, revised tax
laws, and changing financial in-
stitutions. In selecting topics and
writing about them, we were
guided by two objectives: First,
to present the most current mate-
rial available, and to do it in a
lively way that relates the mate-
rial to the reader's own situation;
and second, to show the interre-
lationships among all financial
decisions, and to show how
these interrelationships establish
a need for an integrated planning
approach that takes the complete
life cycle into account. We be-
lieve that these objectives are
essential to a useful personal fi-
nance text, and we feel they are
accomplished, both in chapter
content and in the text's many
important distinguishing charac-
teristics.

Part One begins with the foun-
dation of decision making: set-
ting goals. The first two chapters
discuss personal and financial
goals for both your career and
your day-to-day living. Measur-
ing performance and budgeting
for success are discussed in

PREFACE

Chapters 3 and 4, while Chapter
5 presents effective methods for
reducing your tax obligations.
Part Two deals with ways to
make the right decisions in the
marketplace. Deciding upon sav-
ings plans, choosing among
credit alternatives, selecting con-
sumer goods, and evaluating
housing options are among the
topics covered. Part Three dis-
cusses how insurance works to
protect you and your family from
the potential loss of your income,
health, and property. Investing
your money to achieve future ob-
jectives is the subject of Part
Four. This section examines the
relationship between risk and
return, and explains how to de-
vise an investment portfolio con-
sistent with your net-worth
goals. Finally, Part Five focuses
on long-term planning, showing
how to plan for your retirement
and how to arrange for your es-
tate to be economically distrib-
uted after your death.

Distinguishing Features
of the Text

Decision-Making Approach
A four-part approach to decision
making involves setting goals,
listing alternatives, measuring

performance, and evaluating
achievement. Important in this
process are the concepts of op-
portunity costs and marginal
analysis. These topics are intro-
duced and explained in Chap-
ter 1 and are used extensively
throughout the text.

An Emphasis on Risk and
Return At the core of financial
decision making is the balancing
of risk and return. While this con-
cept applies in particular to in-
vestments, it is also useful in
other decisions that involve un-
certainty, such as the purchase
of a service contract or an insur-
ance policy. In the investment
section, we treat risk in such a
way that students can use the
concept when making invest-
ment decisions. Readers thus
gain a practical tool as well as an
understanding of the basic
principles.

The Use of Action Plans An
action plan is a written, step-by-
step approach to solving a finan-
cial problem. This concept is
explained in detail in Chapter 4
and is then employed at appro-
priate points in the chapters that
follow. The use of action plans
encourages students to think
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analytically about problems,
rather than memorizing answers.

An Illustrative Family As
part of the decision-making ap-
proach, we introduce a typical
American family: the Steeles.
Their financial situation is far
from perfect, and, like most of us,
they make mistakes. They still
manage to live a reasonably com-
fortable and financially secure
life, although they are encounter-
ing growing financial pressures
as they consider their future
needs to educate their children
and to provide an income for
themselves in retirement. The
Steele family appears in nearly
every chapter, where they en-
counter problems common to
most families. As they deal with
them and make decisions, so
does the reader. In many cases,
an action plan details a concrete
approach to the problem, allow-
ing the student to participate in
solving it.

Vignettes Each chapter opens
with a vignette that describes a
real-life situation, the pitfalls in a
particular financial planning area,
Or a unique solution to a financial
problem. Each vignette invites
the student immediately into the
chapter, and encourages enthu-
siasm and interest in the topics
the chapter covers. The vignettes
touch on such topics as lemon
laws, tax loopholes, and the
changing financial values within
an American family.

Boxed features Each chapter
contains several featured items
that have been selected to add
interest and to provide back-
ground. While not directly related

to the theme of the text, these
boxed items augment its cover-
age. Many of them contain prac-
tical information, such as how to
write a complaint letter, how to
use the personal computer in per-
sonal finance, and how to deter-
mine your credit rating.

Marginal Notes The textis
enhanced by marginal notes that
do not simply define key terms,
but rather reinforce the discus-
sions of subjects by emphasizing
important ideas behind the
concepts.

The Use of Color, Graphics,
and Other Visual Aids The
sophisticated graphic treatment
in this text is meant to heighten
interest in the topic at hand and
to illustrate the concept in a con-
crete and effective way. The il-
lustrations are both analytical
and inviting, and the photo-
graphs add a practical tone by il-
lustrating real-life financial situa-
tions in detail.

An Informal Writing Style

To help the reader comprehend
the many complex aspects of per-
sonal finance, we employed in
this text an informal writing style
that brings the student into the
discussion without simplifying
the concepts involved. We have
been careful to explain new or
unfamiliar terms, to use exam-
ples where appropriate, and to
speak engagingly to the student.

A Complete Complement of
End-of-Chapter Learning
Aids FEach chapter concludes
with the following study aids:

Summary. A brief review of the
major topics discussed.

Key Terms. A list of the impor-
tant concepts in each chapter,
accompanied by the page num-
ber where each key term is intro-
duced and defined. To help the
reader locate them, the key terms
appear in boldface type within
the chapter.

Problems and Review Ques-
tions. A list of questions meant
to provide the basis for a review
of textual material and to stimu-
late thought and discussion on
the chapter's content.

Cases in Personal Finance.

Two cases that, when completed,
provide additional insight into
the topics covered. These study
alds are more challenging than
the problems and review ques-
tions, requiring a firm grasp of
the fundamentals and more com-
putation.

Helpful Readings. A brief list of
informative sources and survey
articles.

Supplementary Materials
This text is accompanied by a
complete list of supplementary
teaching aids for both the in-
structor and the student.

Student Study Guide. Paul
Allen of Sam Houston State Uni-
versity has prepared the Study
Guide to assist students in com-
pleting this course. For each
chapter of the text, the guide
contains highlights, a review of
key terms, and test questions.
The self-test items consist of
matching concepts, sentence



completions, true-false state-
ments, multiple-choice ques-
tions, and learning exercises.

Instructor’s Manual and Test
Bank. The Instructor's Manual,
also by Paul Allen, includes ex-
tensive summaries that highlight
essential points in each chapter.
Also included are answers to the
end-of-chapter questions and
sample solutions for the cases.

The manual contains a test
bank of over 1,000 questions. For
those adopting this text, the test
bank is also available on a com-
puter disk, along with comple-
mentary software for generating
examinations keyed to chapters
in the text.

Spreadsheet Templates.
Several spreadsheet programs
are available for use on personal
computers. These programs may
be used for planning and fore-
casting, and as decision-making
aids. To help the instructor in
this area, we have taken many of
the examples and problems in
the text and placed the data on

templates for use in conjunction
with the commercial spreadsheet
Lotus 1-2-3® on the IBM-PC.

We usually learn by doing, and
this text gives students plenty of
opportunities to both do and
learn. The decision-making ap-
proach enlivens the classroom,
simplifies the teaching process,
and encourages independent
analysis on the part of the stu-
dent. Personal Finance: An Inte-
grated Planning Approach pres-
ents personal finance in a way
that is easy to understand, easy
to teach, and interesting to learn.
We hope that you enjoy this text.
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