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INTRODUCTION

Money. We have many names for it... lucre,
moolah, dosh, lolly, spondulix, bread, readies,
bucks. .. and we have even more uses for it. So
many uses in fact, that keeping hold of it, once
we have earned it, is not easy.

Although we spend most of our lives working
to earn money we put comparatively little effort
into making ourselves richer (other than buying
lotttery tickets or making a quick visit to the
bookmakers). You can expect to put in at least
70,000 hours of hard graft during your working
life and ~ even on modest earnings — will be paid
around £ 1 million. Yet when you come to retire
the chances are that you will have little of this
money left. you will probably look back and
wonder where all your earnings went.

The problem with giving advice on money is
that most people listen, agree and then — despite
their best intentions — ignore it.

It is easy to commit yourself to saving more
and spending less, but much harder to do it in
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@ Introduction

practice when there are so many other tempting

ways to use your money.
The following might concentrate your mind.

® If you took out the cheapest £ 50, 000 mort-
gage rather than one with the worst rate, you
would pay £ 8,000 less in interest over the 25-
year term of the homeloan.

® Reducing the term of the average 25-year
mortgage to just 15 years will cost an extra
£ 100 a month but save more than £ 33,000 in
interest.

® Simply switching a £ 80, 000 mortgage to a 2
percent cheaper fixed or discount rate could
save you more than £1,000 in just one year.

® If you had invested £1, 000 in the top-per-
forming Personal Equity Plan (PEP) five years
ago it would now be worth around £ 3,000.

® Pick the best performing endowment and over
25 years your £50 a month investment will
pay you £40, 000 more than if you select the
worst-performing fund.

These savings and gains may not seem to add up

to that much and you may be thinking they are

hardly going to make you rich. Remember, even

if you are only £2,000 or £ 3,000 better off this

year, you would have to have a pay rise of

around £4, 000 to make this much extra after

tax.
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@ introduction

If someone stole that amount of money from
you, you would probably be tempted to inflict
some serious physical damage. By failing to
make the most of your money you are robbing
yourself.

And how will it make you rich? Wisely invest
your £2, 000 annual savings by cutting your
spending by just £ 38.50 a week and in ten years
you could have £50, 000 as a cash lump sum.
Double your savings and you will be £ 100, 000
better off.
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THINK RICH

Many people have a defeatist attitude to finance.
‘I’ m useless with money’, ‘I can’t understand
tax’ and ‘I haven’t got time to sort out my fi-
nances’ are common exclamations. If you start
off with negative thoughts like those you are like-
ly to end up being poorer not richer. The only
way you are going to make yourself richer is by
thinking positively. Don’t be frightened of any-
thing financial — learn everything you can, read
the personal finance pages of newspapers and ask
questions if you are confused.

The other common problem is that most people
don’t like to think about money. They hope that
it they just struggle along and somehow make
ends meet, everything will sort itself out. It
won’t. You have to make an effort. You have to
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€¥) Think Rich

be proactive rather than reactive. For instance,

you feel your bank charges are excessive. Don’t
delay doing something as the charges will quickly
mount up. Complain and if your bank will not re-

fund or review your charges or offer to restruc-

ture your borrowing facility to reduce the costs,

switch your account to another bank.

Mr Rich

Mr Poor

Mr Rich's
saving/ gain
over 25 years

Paid an extra £100 a
month off his £ 50, 000
mortgage so he could pay
it off after 15 years

Bought  the best-per-
forming £60 a month
endowment

Decided to pay in an ex-
tra £ 100 a month to his
company pension when
he was 30 years old

Thought one £7-a
week takeaway meal was
enough

Always remembered to
take the video tapes back

on time

Invested the £1, 000
bonus given to employees
20 years ago in a top-
performing  investment
trust

Took cut a standard 25-
year vaniable mortgage

Bought the worst- per-
forming policy

Thought he did niot need

to pay any extra contri-

butions because he was

in a company scheme

Liked curry so much he
bought two £7 take-
aways every week

Paid a £2 fine every
week for forgetting to
take back his videcs

Could not believe the
company had given him
a £1, 000 bonus and
blew the lot

£30,000

£50,000

4100, 000

£9,100

£2,600

£28,000
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{:D Think Rich

Decided to cut his bills  Thought the savings to  £2,000
by insulating his home, be made on energy effi-
having an energy effi- ciency were not worth
cient boiler, installing the extra cost
thermostats, etc
Shopped around every Simply renewed policies  £5,000
year for best motor and  every year as he didn’t
household insurance  realize he could make
deals large savings
Only bought new clothes  Hated all the crowds at £2,500
in the sales — saving the sales so paid the full
25% every year price
Saved £16 a week by Smoked five packets of  £20,800
not smoking cigarettes a week
Mr Rich’s £ 250,000
savings/ gains

If your monthly mortgage payments start to
soar, don’t accept that you have to pay more be-
cause interest rates have risen. Switch to a
cheaper, fixed-rate or discount mortgage.

Apathy is another common problem. Most peo-
ple can cut their annual insurance bills — often by
as much as £ 200 ~ just by switching their poli-
cies. However, many automatically renew poli-
cies each year without shopping around.

So the golden rules are:

@ decide to make yourself richer

® think positively about money
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