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“Empathetic and relatable, Financially Capable speaks to the heart
of issues faced by young people as they make their way in a com-
plex, confusing, and often predatory financial world.”

— DRr. SaraH NEwcoMB, Director of Financial Psychology at
Morningstar and author of Loaded: Money, Psychology, and
How to Ger Abead without Leaving Your Values Behind

“Personal finance is personal—but its personal within a system of
rules and customs. This book helps you navigate both the system and
the individual choices you can make to improve your financial life.”

— ROBERT FARRINGTON, Founder of The College Investor
and Millennial Money Expert

“Matt’s commitment to providing broad access to financial educa-
tion and opportunities to build assets and credit has few equals.
He is an excellent communicator with a gift for connecting with

others.”

— PauL Horwrtz, former Community Affairs Specialist, FDIC

“By focusing the first two sections of his book on the financial envi-
ronment and psychology, Matt Paradise’s Financially Capable helps
readers grapple with understanding why they make the decisions
they do about money. He recognizes that when it comes to finan-
cial capability, that knowledge is not enough, it’s understanding
our own financial behaviors and the psychology behind them. An

”

important contribution to the field

— Tim RanzeTTA, Co-founder of Next Gen Personal Finance

“Matt Paradise talks about key points that the finance industry
as a whole has lacked. As someone who champions financially



inclusive content, Financially Capable touches on many of the
areas that actually matter. Matt Paradise wrote a must-read book
that empowers readers to question old assumptions and embrace
new ideas and perspectives. This book is a helpful and actionable
guide for everyone who wants to really understand what’s going on
with their personal finances and the financial industry.”

— Raukiv SaBreg, CFEI®, RFC®,
author of Financially Irresponsible

“In Financially Capable, Matt Paradise equips his readers with

a holistic array of financial information and resources. While the
book focuses on the ‘how-to’s” of personal finance in clear, practical
terms, Matt also provides the larger institutional and social con-
texts that intersect and impact people as they strive to meet their
financial goals. Readers will be empowered to take control of their
finances and futures. It is a timeless go-to guide.”

— Tammy GoOoOLER LoEB,

author of Work from the Inside Out:
Break Through Nine Common Obstacles
and Design a Career That Fulfills You

“Financially Capable is the guide I wish I'd had thirty years ago.
When you know better, you'll do better. With this book, you'll get
an educational resource that provides solid information that feels
like a warm hug. Matt Paradise provides a unique perspective and
valuable insight so you'll understand what to do with your money,
and you'll understand why you've been thinking and behaving
the way you have up until now. You'll have the tools, strategies,
ideas—and most importantly, the confidence—to move into your

financial future, starting today.”
— HonNoOREE CORDER, author of You Must Write a Book
“I have read my fair share of personal finance books after racking

up student loan and consumer debt in my college years. However,
many of the personal finance books I read assumed understanding



of how capitalism, banks, and the investing economy works. I was
a first-generation college student with no financial assistance from
my parents. | wish I'd had a book like this one that showcases unique
low- and middle-class situations that we can arise from. Financially
Capable felt more friendly and gentle than other books I've read
about slashing debt and getting rich quick. This book felt like
a mentor was explaining finances to me in a compassionate, one-
on-one way, and it is not riddled with judgment about past financial
decisions. I also liked the character vignettes in the introduction that

paint a picture of various financial scenarios that real people face.”

— SHELBY JANKE, Technical Services Librarian, Nebraska

“Speaking from a millennial’s point of view, when I started reading

this book, I felt as though Matt’s ideas would be a breath of fresh
air to readers in my generation. I like what Matt said about how
we all view wealth and finances differently and using our money to
support our values and living life to the fullest will look different
for different people.

“I really like the way that the book starts out. I am very inter-
ested in what Matt said about how our financial system wasn't
created equally for everyone, especially across race. I also like
how Matt acknowledged the emotional side of money. I feel
that the way Matt organized the book to talk about these things
before getting into the nuts and bolts was a great way to start
the book. I have a degree in finance and love talking finance,
but I also know that numbers can be very dry for some people,

so leaving this part until the end was a great choice.”

— BEN BusHART, Staft Accountant, Los Angeles Dodgers
“Matt has such a passion for financial literacy. He has an ability
to teach to diverse populations and can tailor his lessons and

knowledge to any skill level. He is an absolute professional, has

impeccable work ethic, and builds rapport fast.”

— ArysoN WHALEN, Chief Operating Officer, Justice Outside
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SPECIAL INVITATION

Throughout this book are many new resources, tools, and tips
on how you can become financially capable. You can also access
lots of free bonus content on my website. You will find free,

exclusive, never-before-published content guaranteed to enrich
your journey to wealth and well-being.

To sign up for immediate access to all the resources,

visit www.MattParadise.com/capablebonus.

’d like to invite you to connect with me:
I Y
www.linkedin.com/in/matt-paradise

TikTok @mattparadise.author

Thank you so much for your most precious resource, time,

which no amount of money can buy. I look forward to hearing
about your wealth building journey.

xi



survivorschool@gmail.com



INTRODUCTION

ave you ever felt financial stress? If so, you're not alone. In

fact, youre very much like me, your neighbors, and many
others who have experienced challenges while just trying to get
through life. A new study from Capital One found that 77%
of Americans feel anxious about their financial situation. Under
the effects of stress, people struggle to save and budget, feel less
in control, and are more impulsive in how they spend their
paycheck.!

Adulting is challenging. Financial education is useful, but
knowledge is only one piece of the pie. Psychological aspects of
personal finance still plague most of us. My computer is full of
development courses I bought and never went through; unread
books are collecting dust on shelves; and items here and there,
which seemed like “must haves” but end up donated or thrown
away. Lets not get started on barely used gym memberships,
subscriptions for never-watched TV, and forgotten food wasting
away in the fridge behind the milk.

Not so fun fact: the average American family wastes one-
third of the food we buy, equaling 133 billion pounds and an
estimated value of $161.6 billion. To address the problem, the
US government created the 2030 Food Loss and Waste Reduc-
tion Goal. The goal seeks to cut food loss and waste in half by
the year 2030.”

That’s a lot of money being thrown away. You might be
one of the few who never wastes food. Please share your secrets.

The rest of us had good intentions before the spinach became



Financially Capable

slimy and the zucchini inedible. I know my discipline needs
improving.

Maybe you're like Jennifer, who tried to ignore stress in order to
maintain her sanity. Every bill she received in the mail went straight
into the trash because, as she said, “It was just more bad news.”

Zheng was a young college student who struggled to under-
stand the US economic system. It stressed him out because he
heard employers consider credit reports when hiring and he
didn’t have any credit.

John, a high school sophomore, helped his family pay rent.
Despite not knowing how to budget, John wanted to spend
time with friends, and had difficulty balancing school and life.

Maybe you can relate to Kevin and Julisa, who wanted to
move into a stable home and neighborhood with their newborn
baby. The bank denied their loan because their debt-to-income
ratio was too high. Kevin was freelancing and unable to show
enough steady income for the mortgage. It devastated them.

Katie was a single mom, stressed over how to give her son
the best life possible. Every time she tried to save money, she
turned around to find that Travis had grown out of his clothes.
There was always something to buy. More food. Sports fees and
uniforms. New hobbies. The expenses seemed endless. It felt
impossible to save.

Alicia was a master’s degree graduate working in a homeless
shelter. Student loan debt, a low social services wage, and the
high cost of living burdened her. She shared about the emo-
tional roller coaster of entering a career to help people while
being a paycheck away from needing the same help she provided.

For military service members, a negative credit history can

be career-ending. I've seen financial worries terrify teenage
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recruits and also Stephen, a high-ranking officer, who needed
help to manage his debt and household expenses.

The government considers financial capability essential to
national security. According to National Security Guidelines,
“Failure to live within one’s means, satisfy debts, and meet finan-
cial obligations may indicate poor self-control, lack of judgment,
or unwillingness to abide by rules and regulations, all of which
can raise questions about an individual’s reliability, trustworthi-
ness, and ability to protect classified or sensitive information.”

The ability to manage money helps people function in soci-
ety, survive in a world of challenges, and even build dream lives.
Here is an unfortunate truth: personal abilities do not always
determine outcomes.

The gap between the rich and poor has increased signifi-
cantly over the last few decades. The Statista Research Depart-
ment reported in 2023 that 68% of the total wealth in the
United States was owned by the top 10 percent of earners. In
comparison, the lowest 50% of earners combined owned only
3.3% of the total wealth.* Many strive to build wealth, but
income inequality makes it difficult.

While knowledge alone won't eliminate disparities, the
facts and examples in this book can improve understanding
about economic history and the world of personal finance. By
utilizing the “each one teach one” practice we can improve our
finances, share information to help loved ones, and build pow-
erful, thriving communities.

I've had the pleasure of helping the people in the examples
above, and many more. I've wiped their tears and calmed their
anxieties. We worked together, we found solutions, and they
reached seemingly impossible goals. I can help you too. Guar-

anteed. That’s why I wrote this book.
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Stress affects all of us. It’s not confined to a race, back-
ground, or socioeconomic status. We all want financial security.
We work hard. But when stress becomes overwhelming, our
situation can seem hopeless. Sometimes we all need help to
determine the next best step toward a more hopeful life.

Stick with me, and I'll show you how you can reduce
money-related stress and reach financial goals you never thought
were possible.

I can help you learn:

*  How values, mindset, and behaviors affect your

finances
*  How to develop a budget that works for you
*  How to grow your savings

* How to avoid predatory loans, scams, fraud, and

identity theft
*  Strategies for building wealth and living a rich life

*  DPractical tips to help you manage debt and improve

your credit score

This book is filled with the collective knowledge and
wisdom from my own life and from the many people who
taught me—mentors and clients alike. The wisdom written on
these pages is from decades of teaching hundreds of workshops
and coaching, counseling, and educating over 100,000 wonder-
ful people.

The Latin phrase Docendo discimus applies to personal
finance. It translates to “we learn from teaching.”

I've had the benefit and joy of speaking with people from

all stages in life. 'm always fascinated by the curious minds of
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young children and the humility of the elderly. My expertise
isn’t because of personal brilliance. My understanding of the
financial world has come to life through listening to the knowl-
edge, wisdom, and experiences of others.

Becoming financially capable is an ever-evolving journey. As
Michelle Obama herself said in her bestselling memoir Becom-
ing, “I see it instead as forward motion, a means of evolving,
a way to reach continuously toward a better self. The journey
doesn’t end.”

Thank you for joining me on this learning adventure.
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1

THE FINANCIAL WORLD WE LIVE IN

“Life’s sloppy . . . You think you know how tomorrow’s going
to be, you've made your plans, everything is set in place, and
then the unimaginable happens. Life catches you by surprise.
It always does. But there’s good mixed in with the bad. It’s

there. You just have to recognize it.”

—SusaN BEtrH PrEFFER, FROM THISs WorLp WE Live IN

We can define financial environment in the broad sense
as many things. People often think about the economy,
about businesses, investors, and markets. You might think about
making money, gaining property, or growing wealth. I believe
the world is dynamic. It includes these items and more.

This world is not perfect. It’s sloppy, messy, and at times
even broken. Greed, crime, and fraud are realities we live with.
Life is also full of beauty and wonder, which at times takes our
breath away. We cherish the loving kindness of family, the gen-
erosity from a stranger, or the comfort only a beloved pet can
provide. 'm not an economist. In fact, math as a subject doesn’t
excite me, and I'm grateful for calculators. Though I've dabbled
in complex algorithms, my wife, a real scientist, and I joke about
the fact that I teach personal finance and discuss math; whereas
she actually uses math. She’s the smart one in our house.

Some students ask me, “Why doesn’t your wife teach the

class?” Well, the simple answer is that she’s an introvert and not
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a fan of the spotlight. Money is also about so much more than
math. We can all agree that 1 plus 1 equals 2. That’s easy. How-
ever, if we ask five people, “What's the best thing to do with two
dollars?” we'll get at least six different opinions.

While teaching classes and workshops, I work hard to
answer the WIIFM, “Whats in it for me” question every
student has. Some students, often the younger ones and teens,
ask, “Yeah, but what’s that got to do with me?” I appreciate the
candor of youth who seek truth with amazing curiosity. With
learning about personal finance, we all want to know how vari-

ous principles apply on a personal level.

Remain Curious and Question History

Diverse thinking can reduce bias, increase our worldview, and
help us grow. Diverse thought allows us to imagine what could
be. In the 1920s, the inventor Garrett Morgan saw a horrible
accident and then thought, “How can driving be safer?” His
curiosity led to the invention of trafhic lights.”

George Washington Carver didn’t accept the idea that his
future was determined by history. He was born into slavery
during the 1860s and overcame huge odds. He went to college
and earned degrees in agricultural science. One of the many
ways he made the world better was by teaching poor farmers
how to improve their farming techniques.®

What do these examples have to do with me, you, or per-
sonal finance? Good question. To attain new goals, we must
think and behave differently. Throughout life, we have a choice:
accept things as they are, or embrace change. We can be like the
impoverished farmers who refused Carver’s new methods, or we

can stay curious and grow beyond our wildest dreams.
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The Financial World We Live In

When knowledge comes through family and friends, we
often accept it as fact. Some tradition-based decisions, like how
to celebrate holidays, bring joy and connect us to our famil-
ial roots.

Sometimes, we pass practices from one generation to the
next without thinking.

The story goes like this: One day while a father was prepar-
ing a pot roast, his daughter asked about the recipe. He lovingly
recalled the way his mother taught him how to cook the family
favorite.

After watching him, she asked, “Dad, why do you cut the
ends off the roast?”

“Well,” said the father, “that’s how my mom taught me.”

The next time the young woman saw her grandmother, she
asked, “Nana, why did you cut the ends off the roast before
putting it into the oven to cook?”

“Well, sweetie, that's how my mother taught me the recipe
and I always followed her instructions.” She leaned in and whis-
pered, “Let me tell you a secret.” She continued loud enough
that everyone in the room could hear. “One day, before your
great-grandmother passed away, she shared all of her cooking
techniques. The family was fortunate enough to have a gas
stove then, a luxury that eliminated the need to labor over a hot
wood fire. She explained how they always cut off the ends of
the roast because their stove was small and the roasting pan that
they owned was small. We cut the meat to fit the pan.”

The three generations looked at each other and began laugh-
ing uncontrollably. They simultaneously realized how truly silly
it was to perpetuate the tradition of cutting ends off a roast just

because “that’s what I learned.”

11
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Be Informed

Many of us make small choices and life decisions based on tradi-
tions rather than on facts. We all have conscious or unconscious
forces that nudge us to show favoritism toward or away from
something or someone. These nudges are called biases and can
be positive or negative. The book Nudge by Richard H. Thaler
and Cass R. Sunstein is an excellent read.’

To make the best decisions for our health—our physical,
social, emotional, spiritual, and, yes, even financial health—we
need knowledge and wisdom. Making decisions rooted in myth,
misinformation, or outdated information, like cutting off the
ends of a large roast to fit into an oven, will lead to poor choices.

For example, “Don’t put your money in a bank; theyre
crooks who steal hard-earned money.”

“Debit cards will help you build credit.”

“Never . ..” or “Always . . .”

“Carry a credit card balance to improve your credit score”
is another misleading piece of advice. We'll discuss credit card
utilization in a later chapter, but the only thing you'll gain by
carrying a balance on revolving debt is more interest charges.

Some misinformation is intentional and predatory. Watch
out for high-cost/high-risk alternative lenders who provide
products like payday loans. These types of loans are where
a borrower gets money and promises to pay it back with the
next paycheck. Payday loans are very high cost, short-term loans
that often leave borrowers in a vicious cycle of debt.

Be wary of companies that advertise, “Buy here, pay here—
no credit, no problem.” Many states have banned or limited
crazy interest rates, while others like Idaho and Nevada still do

not have any restrictions on finance charges.

12



The Financial World We Live In

To remain safe from wolves in sheep’s clothing, we must
become comfortable with financial products and services,
understand their terms and cost, and learn how to use them to
our advantage.

Much like in the story of the pot roast, many people
watch how others use, or misuse, financial services and model
them. I've had many friends and clients with healthy six-figure
incomes who considered large debt payments a necessary part
of life. The more money they made, the more they worked to
keep up appearances of wealth.

The irony is that their lifestyle prevented them from accu-
mulating assets, and in fact they were making the businesses
rich from all the fees. I'm a fan of the proverb that suggests it
is better to look poor and be rich than it is to look rich and
be poor.

This can be difficult with persuasive marketing and a culture
of consumer debt. While the world is sometimes sloppy, there
is plenty of good to be found. To make wise consumer choices,
we must do our research. The well-known broadcaster Walter
Cronkite said, “Whatever the cost of our libraries, the price is

cheap compared to that of an ignorant nation.”"

13
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MONEY TALK Q&A

Q: Where can | learn more about financial history?

A: Understanding history helps us make sense of the messy

world we live in. Some influential resources include:

*  Why Nations Fail: The Origins of Power, Prosperity, and
Poverty by James A. Robinson

*  Global Economic History: A Very Short Introduction
by Robert C. Allen

¢ The Museum of American Finance

(https://www.moaf.org/)

¢ TFRED is an online database short for Federal Reserve
Economic Data (https://fred.stlouisfed.org/)

* Foundation for Economic Education (https://fee.org/)

Bonus: For resources about predatory lending,
how to access trusted financial products and
services, and more, check out the free bonuses at
www.MattParadise.com/capablebonus.

14



2

THE REALITY ABOUT MONEY
We Hate (and Love) to Talk about It

oney is too often a taboo topic. Many people don’t like to

discuss it and leave managing it to the “professionals.” I've
counseled several people who ignored their debt statements out
of fear. They told me that their bills contained bad news and
just threw them in the trash.

Writers from various publications have reported on the
topic of money taboos. Google it. The New York Times, US News
& World Report, Forbes, and many other publications have pub-
lished about the topic. I visited one of my favorite places recently,
a public library. This library is in an exclusive suburb of Boston
called Brookline. In the restroom hangs a sign to help patrons
identify “Sensitive Subjects.” The sign reads, “We're always here
to help, but sometimes it’s hard to ask.” Topics include abortion,
drug addiction, rape, race issues, and finances."!

The library serves and reflects the sentiments of the sur-
rounding community. Finances are a difficult topic for conver-
sation. Few want to be labeled an idiot by asking questions they
feel everyone should know. We don't need to get into it further
here, other than to state: many people are reluctant to discuss
financial topics. Yes, even to the point of calling the reluctance

a taboo.

15



Financially Capable

Maybe you've experienced reluctance when speaking about
money. Maybe you've seen others clumsily dance around the
topic. I get it. Its difficult to talk about money. It’s personal.
Employees have been fired for trying to compare salaries or
wages. Financial stress has led to divorce. Poor financial deci-
sions are enveloped with shame. We don't want to be the one to
ask questions about topics that “everyone should know.”

Emotions around money are complicated. I've heard more
than one person say, “I have too many bills and not enough
cash to pay them, so screw it, I'm going shopping.”

Here’s the thing: keeping money a taboo topic keeps us
poor. Problems don’t go away when we ignore them. Lets talk
about money. I guarantee that even the most challenging prob-

lems have a solution.

Know the Cost

Another hot topic that borders on taboo is how much we pay
for stuff. Airlines and hotels are notorious for the practice of
charging different rates for the same seats or rooms and would
prefer that you not discuss the price you paid. Car dealers thrive
on a “hidden fee” business model. Fees within the financial
sector are also shrouded in secrecy.

Do you have investments or retirement accounts? Do you
understand their costs? Be sure of this: fees affect wealth build-
ing. During the COVID-19 pandemic, lawsuits about 401 (k)
expenses flooded courts. A Bloomberg Law analysis found that
there was a fivefold increase in class action lawsuits challenging
plan fees between 2019 and 2020."

Several years ago, I helped a group of employees with a hor-

rible retirement plan. The plan had very few options to invest

16



The Reality about Money

in, they underperformed, and they had some of the highest fees
ever. As a specific example, one of the limited options available
was a bond that was primarily “invested” in cash. As you might
imagine, cash will not produce high returns because, account-
ing for inflation, your “invested” money will lose value. This
fund had an expense ratio—meaning the charges for handling
money—higher than the target return. I mean, come on! If you
put your money in this fund, it guaranteed you to lose money.

When the person responsible for administering the retire-
ment plan was confronted, she said that it would require too
much work to change the plan. Too much paperwork.

The Employee Retirement Income Security Act of 1974
(ERISA) is a federal law that sets minimum standards for
most voluntarily established retirement and health plans in
private industry to protect participating individuals."” “Too
much paperwork” or “I just don't understand” does not excuse
employers from their legal responsibilities.

Okay, my tirade is over. Thanks for hanging in there
with me.

A difference of 1% or 2% may not sound like a lot, but con-
sider this: NerdWallet authors analyzed a variety of scenarios and
found that paying just 1% in fees could cost a young adult more
than $590,000 in sacrificed returns over forty years of saving.'*

Sixty-one percent of Americans don’t know how much they
pay for their investments, according to Personal Capital, an
online adviser. About one-third of people also believe (falsely)
that higher fees for investments translate to higher returns.”
Remember that pot roast?

Let’s get back to your question, “What’s in it for me?” Or

even better, “What's that got to do with me?” In a word: lots.
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When talking about money is taboo, the flow of informa-
tion rarely works in the best interests of consumers—that’s you
and me. Some people who work in the financial services indus-
try are really salespeople. Their title may be educator, adviser, or
something professional-sounding, but their job is to sell. It is
business after all.

Don’t get me wrong; skilled advisers, educators, and insti-
tutions that truly work for the best interests of their clients are
plentiful. It is possible to serve people over profit. Many busi-
nesses discover that serving people with fairness and dignity can
lead to greater profit. It is important for us to be educated. Just
like you know better than to pay $100 for a gallon of milk or
$1,000 for a carrot, do not overpay for financial products and
services.

The reality of the world in which we live is that many in
the top 1% built wealth from the excessive expenses paid by
many of the rest of us. The wealthy understand the power of
compound interest and asset appreciation, and they use wealth-

building tools to their benefit.
We Don't Talk About ...

Another reality of our world shrouded in mystery, myth, and
misunderstanding is credit and debt.

I've sat behind tables at educational fairs and observed grown
adults literally turn and walk away (quickly) when they hear
“credit counseling.” I've helped clients recover from shame and
guilt while they wrestled with a low credit score. For some, a credit
score is more than math; it’s a symbol of success and reputation.

While I don’t agree with that sentiment, there are many

emotions with finances. In some of the homeless shelters where
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I had the privilege of serving, shelter directors and staft had
a hard time talking about credit and debt with clients. One
significant reason was that they themselves also carried debt and,
with it, many emotions, including embarrassment.

And please don’t buy into the stereotypes that poor people
are poor because of their own bad choices. There are many
reasons someone might need to live in a homeless shelter. Some
are fleeing from domestic violence, others suffer discrimination,
while others are dealing with the aftermath of a sudden and
unexpected illness or a physical disability. Poverty is a taboo
subject, but a reality for households across the country.

While some claim that all debt is bad, others get rich
using OPM (other people’s money). A loan on a property that
appreciates in value or produces positive cash flow is a powerful
wealth generator. On the flip side, if someone gets a mortgage
to occupy a home beyond their means, economic ruin could be
right around the corner. When using debt to create additional
assets, such as property or even a college degree, it can be good.

Student debt is sometimes a brilliant investment. Many lucra-
tive careers in fields such as science, finance, and medicine begin
with the help of student loans. It’s important to consider careers
and earnings, lifestyle, cost, and return on investment (ROI).

As of September 2022, the total outstanding federal and
private US student loan debt was $1.76 trillion.'® If you don’
owe some of that money, I guarantee someone close to you
does. Here’s a simple college ROI calculator from the Federal
Reserve Bank: https://www.frbsf.org/education/teacher-resources
/value-of-college/.

I'll cover credit in greater detail later in this book, but, for

now, remember that employers, landlords, and loan officers
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consider it when making critical decisions that affect you.
Not all debt is bad, and harnessing the power of OPM can be

magnificent.

Learn the Facts and Talk about Money

My encouragement is simple: Have conversations about money
and never stop learning. Speak with your significant other,
family, and friends. Discuss money matters with children. And
plan. One of my mentors, Leo MacNeil, often said, “If you
don’t have a plan for your money, someone else does.”

Some financial “professionals” gain just enough knowledge
to sell their products and services. They are happy to give advice
for a price. Equally dangerous are consumers who ignore trust-
worthy help. Both groups of people learn just enough to gain
confidence in their own abilities, but fail at delivering wealth
building strategies. Neither scenario is good.

Fear and taboo often go hand in hand. It’s easy to be swayed
by fear, and many predators use fear to advance their cause
like terrorism, isolationism, and other -isms. Psychology Today
provides a warning and simple advice to those with depressive
tendencies: stay away from traditional fear-based media. Psy-
chologists explain that news programming uses a hierarchy, “if
it bleeds, it leads,” and consuming this kind of programming
may be detrimental to our health."”

I learned about worldwide poverty and starvation through
fear-based tactics. Maybe you heard a similar speech: “Finish
everything on your plate; there are starving children who would

be happy to have something to eat!”
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I find it overwhelming to listen to, watch, or read traditional

news. Here are some stress-causing headlines written in 2022:

*  “Cryptocurrencies Melt Down in a ‘Perfect Storm’ of

Fear and Panic,” from the New York Times.'s

* CNN published, “More than $7 trillion has been

wiped out from the stock market this year.”"

Fearmongering for profit isnt new. In 1929, newspapers
had a field day publishing stories of stockbrokers throwing
themselves out of windows to their demise. The media painted
a grim picture and communicated to their readership, “If you
lose money, life isnt worth living.” The reality was much dif-
ferent. According to John Kenneth Galbraith in his book, 7he
Great Crash 1929, there was not a correlation between the stock
market crash and suicidal investors or brokers.?

Our goal isnt to determine which economic half-truth
is least harmful. As Ben Franklin said, “Half a truth is often
a great lie.””' Our goal as consumers is to determine the facts

and make the best possible choices based on the information.
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MONEY TALK Q&A

Q: What are some good questions to get my family or friends
talking about personal finance and economics?

A: Conversations with friends and loved ones about money are
really important. Consider their thoughts and opinions as you
work toward unity. Ask yourselves: How are you feeling about
our finances? What are your dreams and goals? What can we do
to reach our goals? What are we doing well? What do you think
we need to change?

There isnt an age that’s too young to introduce financial
concepts. Double-check to see that content is developmentally
and culturally appropriate. There are lots of financial educa-
tion resources for kids and adults. You can find hundreds of
examples by searching the Jump$tart Clearinghouse (https://

jumpstartclearinghouse.org/).

Bonus: Check out the free resources at
www.MattParadise.com/capablebonus
for financial education content and worksheets to
start conversations and break money taboos.
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IS MONEY THE ROOT OF ALL EVIL?

ew other topics generate as much discussion as money. It’s

more than math. Think about it. How many people get
emotional about 1 + 1? However, when you add dollar signs to
the conversation, all types of opinions surface.

Letting emotions control us can be dangerous. As the
poet Oscar Wilde said, “I don’t want to be at the mercy of my
emotions. I want to use them, to enjoy them, and to dominate
them.”*

Fortunately, we can master our emotions. There are, how-
ever, parts of wealth building beyond our control. Corporate
layoffs leave households jobless. Rising costs impact personal
budgets. Unexpected health challenges cause financial problems.
High interest rates make homeownership difficult.

I¢’s helpful to understand influences beyond our day-to-day
control. To better understand broader financial conditions, I'll
break down an economic system into six parts: central banks,
regulatory agencies, institutions, markets, financial instruments,

and money. Let’s discuss each.

Central Banks (the Bank for Banks)

Central banks are known as reserve banks or a monetary author-
ity. They are different from local institutions, since they manage

currencies, the money supply, and interest rates. Central banks
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also provide stability to member institutions by lending to
the banking sector and providing supervisory and regulatory
powers.

You may have heard of Federal Reserve banks. They are
much less a bank and more of a system with twelve regional
banks and a board. In the United States, on December 23,
1913, Congress passed the Federal Reserve Act, which created
our system of central banking. After multiple economic panics,
people wanted central control of the monetary system in order
to ease future financial crises.

The Federal Reserve System, “the Fed,” helps to stabilize the
US economic system and promote consumer protection and
community development. One way the central bank helps bring
stability is through its influence on inflation. The Fed intervenes
in currency, debt, and equity markets to maintain the targeted
rate of inflation considered healthy for our economy, which is
about 2% annually.

In 2022, the inflation rate in the US rose above 9% for the
first time in decades. When the rate of inflation gets too high,
the Fed raises interest rates to slow the economy and prevent
the out-of-control inflation.

Managing inflation is part of economic prosperity. During
the COVID-19 pandemic, direct government stimulus checks
and low interest rates combined to entice consumers to buy
more stuff. These factors increased demand so much that we
experienced supply shortages and huge price spikes. Lumber or
toilet paper anyone?

I've worked with the Fed and have seen how the organiza-
tion strengthens communities. Policy decisions aside, programs

like the Working Cities Challenge, financial education, and
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direct help to reduce income disparities have stabilized vulnera-

ble populations throughout the country.”

Regulatory Agencies (Government Involvement)

You may or may not agree with the government getting involved
with regulation and oversight, but consumers need protection.

Some groups are probably familiar to you. If you've ever
been in a bank or credit union, there’s a good chance that you've
leaned against a small sign with the letters FDIC or NCUA. The
signs are tiny and easy to miss, and free lollipops are distracting.
The Federal Deposit Insurance Corporation (FDIC) and the
National Credit Union Administration (NCUA), among other
duties, provide deposit insurance to depositors.

Some agencies supervise and assist with specific sections of
the economy, such as the FDIC and NCUA. There are many
more letter combinations in the alphabet soup of government
agencies that provide specific public services.

This section is boring for some, and you might wonder,
“What's in it for me?” Deposit insurance means that if a financial
institution goes out of business—it happens more often than
you might think—your money is still safe. Even if an insured
bank or credit union gets robbed or burns down, you will not
lose your money. No depositor has ever lost a penny of insured
deposits since President Franklin D. Roosevelt created the
FDIC in 1933.%

These federal agencies do a bunch of other stuff besides
providing insurance. They get involved in consumer protection,
education, and industry analysis, to name a few. I've worked
with both organizations and have found them to have helpful

resources. You can see what they offer and how they might help
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on their respective websites: www.fdic.gov and www.ncua.gov.
The people who work there are passionate about helping others.

For example, when I started in financial education over
twenty years ago, Paul Horwitz with the FDIC Alliance for
Economic Inclusion was one of the first people I met. He men-
tored with great patience, wit, and wisdom. I had the pleasure
of working with him on several projects, and it was always
a learning experience.

His mentorship allowed me to identify shady businesses,
help people steer clear of them, and choose safe wealth building
tools. Regulations ensure everybody can access safe and afford-

able financial products and services.

Financial Institutions (Think: Banks and Credit Unions)

Those who handle transactions between people saving money
and people spending money are called financial institutions.
The US Treasury’s definition includes someone doing business
in places like money services companies, casinos, or a person
subject to supervision by any state or federal bank authority.”

Two common types of financial institutions are banks and
credit unions. They offer deposit accounts, loans, investments,
insurance policies, and foreign currency exchange. Both have
many of the same products and services, but banks are for-profit
institutions while credit unions are not-for-profit and distribute
their profits among their members.

Credit unions will probably offer you lower-cost services
and better interest rate options for both loans and deposits.
Large banks may offer more services, products, and advanced

technology. Local community banks and credit unions offer
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more free accounts, charge fewer fees, provide personalized
attention, and reinvest local dollars back into the community.
Financial institutions have an important role in the econ-
omy. Some consumers who lack access to mainstream banking
turn to expensive “check cashers” on payday. These businesses
charge a percentage between 1% and 12%, just to cash a check.
When choosing the best institution and account, its
important we first consider our unique needs, understand the

cost, and shop around to find the best fit.

Financial Markets (Like a Grocery Store for Investments)

Food is a big deal. Most of us don’t have the land, skills, or
resources to provide everything we need to eat. We rely on those
who can. Grocery stores are necessary because they provide the
convenience of bringing food to one place in the community.
The stores don’t grow the food themselves; they provide the
opportunity for shoppers to buy and growers/manufacturers to
sell in one place.

Financial markets are similar. On my own, I don’t have
the talents, time, and resources to run multiple corporations.
Businesses need cash to operate. They get the money by sell-
ing stocks and bonds through a financial market. The market
can be a physical location, like the New York Stock Exchange
(NYSE), or online, like the National Association of Securities
Dealers Automated Quotations (you may have heard it called
NASDAQ).

Each time that someone buys or sells a financial instrument,
the transaction is called a trade. In the United States alone,

there are billions of trades in a day.*
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Financial Instruments (Stocks, Bonds, and More)

A financial instrument” is the contract for assets and liabilities
with any kind of monetary value. There are two sides to the
contract. One side has the item of value, known as the asset.
The other side has debt, which is called a liability. Think of it
like this: assets put money in your pocket, while liabilities take
money out.

When you put money, deposit, into a savings account you're
using a financial instrument. The financial institution owes you
money and will pay you interest to keep it safe. The bank or
credit union makes money by providing loans to borrowers at
a higher interest rate.

Stocks and bonds are common examples of financial
instruments. Owning stock, also called a share, means partial
ownership of a company. Yes, it’s possible to be a co-owner of
your favorite business. Bonds are loans and act like an IOU.
They can be from a business or even from a government.

Other instruments are more complex, like credit default
swaps, derivatives, and bespoke tranche opportunities. Many
complicated products are not only difficult to understand, they
can be risky for investors and the entire economy.

Don’t stress if these terms and concepts are new. Your
curiosity, positive mindset, and action will reap dividends. We'll

cover investing later in this book.

Money (Do | need to say more?)

Smackers, c-notes, dead presidents, Benjamins, bucks, bones,
clams, dough, moolah, bread, guap—money has many aliases.

Economists with the media outlet Shmoop define money
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as something that serves as a medium of exchange, a unit of
accounting, and a store of value.”® Whatever we call it, our
financial system functions because we all agree to accept money

when making transactions.
Is it Evil?

You've likely heard the phrase, “Money is the root of all evil.”
It incorrectly came from the Bible. The actual phrase is “For
the love of money is a root of all kinds of evil.”® When we
love money more than anything else, it will lead to trouble. It’s
harmful when businesses put profit before people. Capitalism,
for the sake of itself, creates cannibalism. Money alone is not
evil; it’s a soulless, non-living thing. How it’s used makes all the

difference.
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MONEY TALK

Q: Where can | learn more about economics and financial
principles?

A: Ray Dalio, a successful investor and entrepreneur, wrote the
bestselling book Principles. He has many helpful (and free) videos
(hteps://www.youtube.com/@principlesbyraydalio/videos).

Check out How The Economic Machine Works by Ray Dalio:
https://www.youtube.com/watch?v=PHe0bXAIuk0.

The Foundation for Economic Education (FEE) (https://fee
.org/) is also a great resource. It’s a nonprofit educational foun-
dation and provides free online courses, in-person seminars, free

books for classrooms, and daily online content.

Bonus: You can find helpful information about our
financial system, financial institutions,
and the products and services they offer here:
www.MattParadise.com/capablebonus.
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I'M NOT A HOMO ECONOMICUS

Economics and Irrational Behavior

S tudying the economy is no joke. Seriously, I Googled eco-
nomics jokes for this chapter and didnt laugh at a single one.

Economics is a serious topic. It considers how the economy
works. Economics combines politics, sociology, psychology,
business, and history. It examines human behavior, decisions,
and reactions.

Macroeconomics is the study of the big picture of the econ-
omy, such as inflation, price levels, rate of economic growth,
national income, balance of payment equilibrium, income
equality, gross domestic product (GDP), and changes in
unemployment. These collective areas measure how the overall
economy is doing.*

Microeconomics considers the small stuff: people and
companies and the effects of their individual decisions. Topics
include supply and demand, scarcity (the concept that we
might have unlimited wants, but limited means or resources),
and competitive advantage.’!

Besides macro- and microeconomics, there is behavioral
economics. This study combines psychology and economics to
understand how and why people behave the way they do.

None of these disciplines exists on its own. The “big picture

stuff” affects our day-to-day decisions and vice versa. Because
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this book focuses on personal finance and not economics, this
chapter is brief, but it’s helpful to understand economic context

as we make personal decisions.

More Than Money

When most people think about economics, they associate it with
money. The field of study encompasses much more than money;
it’s about making choices. Economics includes decisions about
everything from who we vote for to how we spend our time and
why we set certain personal goals.

Macroeconomics is the study of forces that affect an entire
economy. We'll get into the “small stuff” and individual deci-
sions later in the book. Macroeconomics, as defined by the
World Bank, “is the system that connects the countless policies,
resources, and technologies that make economic development
happen. Without proper macro management, poverty reduc-
tion and social equity are not possible.”**

Macroeconomics includes the big picture stuff over which
we have little control. The tricky thing about studying the
subject is that economists don’t agree on which factors affect
an economy the most. Bill Gates, the Microsoft cofounder, said,
“Too bad economists don’t actually understand macroeconomics.
It’s not like physics where you take certain inputs and you pre-
dict certain outputs.”

Traditional economists have portrayed people within the
economy as homo economicus, the dollar-searching man.?* This
is a play on words, combining homo sapiens and economics. The
portrayal is almost robotic. Picture a person who consistently
acts rationally, in their own self-interest, and who pursues goals

and objectives in the most optimal way. I mean, come on, I've
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met no one like that. I've had spirited debates with at least one
economist on the topic.

The idea that people always act rationally is preposterous.
People are imperfect. As someone who has struggled with addic-
tion, I know all too well that decisions can be self-destructive
and far from rational. By grace, hard work, and the love of
family and friends, I've been sober for over twenty years. It is
still a challenge to ignore marketing pressures.

When a company develops a marketing and advertising
plan, their goal is to separate consumers from their money.
Successful strategies appeal to our emotions. They want us to
feel like we need the product or service, and we'll become better
people with the purchase.

The study of behavioral economics helps us understand why
we choose what we choose. Our decisions can be so consistently
counterintuitive that noted New York Times bestselling author
and psychology and behavioral economics professor Dan Ariely
wrote the book Predictably Irrational.” Dan skillfully explains
how we fail to make smart, rational choices. “From drinking
coffee to losing weight, from buying a car to choosing a roman-
tic partner, we consistently overpay, underestimate, and pro-
crastinate. Yet, these misguided behaviors are neither random
nor senseless. They're systematic and predictable—making us
predictably irrational.” Hidden forces influence our decisions.
The greater our understanding of psychology and behavior, the
more productive we'll be in reaching our financial goals.

Did you know that retailers have spent many millions of
dollars to understand and manipulate consumer behavior? For
instance, when you need food staples like bread and milk, the

items arent conveniently located in the grocery store. They
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manipulate consumer behavior by intentionally placing items
so that while consumers meander toward the back of the store,
they pick up additional items. Have you ever shopped with
a child who constantly grabbed items at checkout? Wouldn't it
be easier if the lanes were clear of distraction? Well, at some
point you've probably grabbed gum, a candy bar, or other high-
margin item on impulse.

Our sense of smell is incredible. Scents can have powerful
ties to emotions and memory. Researchers at Washington State
University found that simple scents are powerful motivators for
spending. Some retailers intentionally pump in certain aromas
to trigger feelings associated with the brand. Real estate agents
are taking advantage of this idea when they use candles or fresh-
baked cookies to help sell properties. Who doesn’t love the smell
of a good cookie?

As humans, we're emotional and easily distracted. Busi-
nesses leverage this vulnerability for profit, and the use of
behavioral economics has increased in recent years. Have you
ever shopped online and noticed that if you didn’t buy a certain
item immediately, it would sell out? Have you ever found your
online shopping much faster and easier than when you're in
a store? Did you ever buy something you didn’t need because of
the “no risk trial” and kept it because keeping it was easier than
returning it? I have.

Just the other day, I bought an online course because of
the temporary discount. If I didn’t buy it right away, the price
would have doubled. They nudged me. Someone has nudged
you, and you might not have noticed. The more we're aware of

marketing and retail nudges, the more control we have over our
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decisions. Educated consumers are savvy consumers who make
wise choices. Sometimes.

We can’t control any of the “big picture stuff” like inflation,
which lowers the purchasing power of money; or the Consumer
Price Index (CPI), which measures the change in prices we pay
for goods and services. While we don't have power over the
crazy cost of food, we can control our reactions to the economy.
Economics starts at home. My family eats less meat to lower the
grocery bill. I try to avoid expensive and unhealthy snacks. The
“best” decisions for my wallet and waistline are challenging to
make. I am irrational, but I strive to make healthy choices. After

all, health is wealth; but that’s a topic for another chapter.
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MONEY TALK

Q: Where can | learn more about microeconomics and
financial behavior?

A: The Decision Lab runs one of the largest publications in
applied behavioral science. Their website has a great knowledge
center: https://thedecisionlab.com/.

You can take free online microeconomics (and other)
courses to build your skills and advance your career at https://
www.edx.org/learn/microeconomics.

The film version of the bestselling book Freakonomics:
A Rogue Economist Explains the Hidden Side of Everything by
Steven Levitt and Stephen J. Dubner is available free on You-

Tube: https://www.youtube.com/watch?v=1Z5GOpy0yzM.

Economics is an enormous field of study with
outstanding books and resources to dig into.
For free access to more information, check out
www.MattParadise.com/capablebonus.
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DEFERRED DREAMS AND SKIN COLOR

Prejudice Makes Us All Poorer

R acism within our economy is real. And it’s complicated. And
it’s emotional. It affects everyone. The term racism represents
different things to different people. For this book, we'll use the

Australian Human Rights Commission definition:

Racism is the process by which systems and policies,
actions and attitudes create inequitable oppor-
tunities and outcomes for people based on race.
Racism is more than just prejudice in thought or
action. It occurs when this prejudice—uwhether
individual or institutional—is accompanied
by the power to discriminate against, oppress or

limit the rights of others.>®

With racism, we have a choice. We can ignore it and perpet-
uate the very thing that destroys families, neighborhoods, and
communities, or we can confront the realities and work toward
healing.

Adam Smith was a Scottish economist, moral philosopher,
and author and considered the father of capitalism. You don’t
have to agree with his philosophy; however, his beliefs and writ-

ings have affected the economy and our lives. I agree with his
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quote: No society can surely be flourishing and happy, of which
the far greater part of the members are poor and miserable.?”

We can't escape the fact that our careers, our purchases, and
our lives are intertwined. It’s inescapable. We've seen this come
into play during the global COVID-19 pandemic in disheart-
ening and grievous ways.

The Boston Celtics introduced me to the concept of ubuntu.
In 2002, Doc Rivers of the Boston Celtics adopted it as a ral-
lying call—they even inscribed #buntu on their championship
rings in 2008. Don’t worry if you're not a fan of the Celtics or
basketball. The concept applies to everyone.

Ubuntu came from a Zulu phrase, which expresses that
a person is a person through other people. It means, “I am,
because you are.”*®

Our economic system works best when it works for every-
one. Systemic barriers within the economy not only impoverish

the minority, but also affect the entire economy.

“Those People”

I haven’t been the target of prejudice because of my skin color.
I’'m seen as a White man. It extended privilege to me based on
those two genetic traits, even when I didn’t know disparities
existed. At the same time, I am the product of mixed races. My
mother is pasty White. Red hair and freckles, the whole nine
yards. Her parents were of English and French ancestry.

My father is mixed race. His mother was French, while his
father was dark-skinned Jamaican. My dad is fair-skinned, but
I've never seen him with a sunburn. In the sun, he gets darker
and darker. His hair, when he had more of it, was black and

very curly.
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If you've seen my picture, you'll know whose genes are vis-
ible. Let’s put it this way: I dont tan. In the sun I turn lobster-
red, I peel, and then I turn pasty again. I also have a mixed-race
marriage. I have never been a victim of racism. My wife, who
is of Asian descent, has. She’s been spat upon because she looks
“different.” The idea of racism is controversial and polarizing,.

I've heard confusion about systemic versus individual
racism. To help clarify: individual racism has to do with personal
assumptions, beliefs, attitudes, and actions that reinforce racism.
This type of racism may gain strength or stem from socioeco-
nomic histories but occurs person-to-person or small-group

level. Think of slurs, racial jokes, and statements like these:

“It was just my opinion.”

e “It didn’t really cause harm to anyone.”

*  “Pm not racist, I just—"

*  “I'm color blind; I just don’t see race or color.”
*  “Not in my backyard (NIMBY).”

*  “Those people.”

There’s a good chance you've heard a similar comment.
Maybe you ignored it. Maybe you confronted it. If we're gut-
level honest with ourselves, we may remember a time when we
used a phrase and cast it off as politically incorrect. This is not
about being PC. This is about families. It's about people and
prejudices perpetuated. Abstinence from ignorant phrases alone
heals no wounds. Education can, however, overcome ignorance.

Edna, a great friend and civil rights activist, told me, “If
youre color blind, then you cant see me.” As a ninety-year-

old African American woman born and raised in Boston, she
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has experienced discrimination throughout her life. If we just
ignore those experiences and that reality, then we miss the point
of social justice.

We must see, listen to, celebrate, and learn from each other’s
differences. Sometimes, too often, we may not even understand
our own racial bias. I have one family member who insists that
she’s not racist and has said nothing racist. Yet she has made
comments when driving through a mixed-race neighborhood
such as “hold on to your wallet.”

As 1 write this, were in the middle (prayerfully, near the
end) of the COVID-19 pandemic. Another family member said,

“I will not eat Chinese food until this virus mess is over.” Some
Americans referred to the deadly coronavirus as “The Chinese
Virus,” which led to anti-Asian stigma and discrimination.
Maybe you've heard friends, loved ones, or even strangers say
something similar. It might seem harmless. Make no mistake,
words are powerful and they have consequences.

Misinformation about the virus encouraged racist memes
that portrayed Chinese people as bat eaters responsible for
spreading the virus, and reviving century-old myths about

Asian food being dirty. Racist jokes led to violence. According
to the Center for the Study of Hate and Extremism, anti-Asian
hate crime increased by 339 percent in 2021.%

Let’s connect the dots and focus on the economy and per-
sonal finance. It’s appropriate for you to ask, “What does racism
have to do with me?”

The National Bureau of Economic Research (NBER)
examined the financial effects of COVID-19. He found that,
‘Racial disparities in business formation raise concerns about

<

lost economic efficiency. If minority entrepreneurs face liquidity
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constraints, discrimination, or other barriers to creating new
businesses or expanding current ones, there will be efficiency
losses in the economy.”

Economic efficiency is important because it allows busi-
nesses to reduce costs and increase production. In simple terms,
the research found that racism makes the stuff we buy more

expensive.

Bigger Than One-to-One

Individual racism is a huge issue, but for this book, I'd like to
focus a bit more on systemic racism*, which is very much a part
of the financial environment. Systemic racism excludes or pro-
motes particular groups of people based on their cultural and
racial identities. The racist practices are often deeply entrenched
in institutions’ policies and procedures.

Institutional racism* includes discrimination inserted in
the laws and regulations of a society or an organization. It’s
too easy to oversimplify or misattribute wealth disparities by
thinking that poverty is only because of a person’s choices and
behaviors. Maybe you've heard something like, “If a person or
group only worked harder and saved more, then they would
have more.” This sentiment is one I've heard many times. In
fact, my wife and I discussed race and wealth accumulation
with a family member who said that people are poor because
they make poor decisions and don’t work hard enough.

The conversation became tense as the family member con-
tinued and said, “Some cultures are just lazy and not clean.”

My wife and I called the comments what they were: racist.
Stereotypes perpetuated by family members rather than experi-

ence or facts influenced the individual. The reasons for poverty
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are many. Some of the hardest working people I've met are poor.
So, the question we might ask is why? Why do some ethnic
groups have far less wealth? What explains the racial differences
in resource transfers across generations?

The reasons are extensive and complicated. Some factors
include racial disparities in education, race-based wage gaps,
redlining, and other lending practices that have prevented
Black, Indigenous, and People of Color from accumulating
wealth. The disparities aren’t behind us. Published research from
multiple sources shows that the racial wealth divide has grown
increasingly worse during the last fifty years.”

The racial wealth gap affects the entire economy. Racist
policies have denied millions of people jobs, quality education,
and access to financial products and services. This limits income,
wealth building, and generational wealth transfer and perpetu-
ates cycles of poverty. As mentioned earlier, this injustice makes
the stuff we buy more expensive.

In 2020, Citigroup released a study titled “Closing the
Racial Inequality Gaps: The Economic Cost of Black Inequality
in the US.”* Their research revealed that the economic impact
of not addressing racial gaps between Blacks and Whites has
cost the US economy $16 trillion over the past twenty years.

The International Monetary Fund (IMF) is an organization
of 190 countries that works to secure sustainable economic
growth and reduce poverty around the world. They project
that the racial wealth gap will cost the US economy between $1
trillion and $1.5 trillion in lost consumption and investment
during the ten-year span ending in 2028.%

In simple terms, racism is bad and has cost the economy
lots of money. Without significant change, racism will cost all

of us lots more money.
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The purpose of learning history is not solely for pursuing
education; rather, it can help avoid unnecessary mistakes in the
future. If we don't eliminate racial disparities, the economic
losses to our economy and each of us personally will continue
to increase.

While the loss to the entire economy is significant, the losses
for individual families are catastrophic. If you look at the data,
you'll see the disparities are stark across the board, from savings
rates to retirement accounts. The inequities are present in schools,
jobs, homeownership, and wealth building. Consider the fact
that, according to the US Census in 2022, for every dollar the
median Non-Hispanic White American has, the median Black

and Hispanic American has only about 10 cents.*

Shut Out of Education and the Economy

Okay, so maybe youre wondering what this has to do with the
overall financial environment and becoming financially capable.
You might even question if this chapter applies to your life.
Racism is part of our economic reality. Besides being reprehen-
sible, it has a negative impact on our economy and society.

You understand that a higher income increases the opportu-
nity to create wealth. It’s challenging to build financial security
with little to no money.

Systemic disparities have a significant impact on wealth,
health, education, and the ability to earn money. The National
Bureau of Economic Research examined why the Black unem-
ployment rate has been twice that of Whites. The researchers
found that job applicants with White-sounding names get
called back about 50% more of the time than applicants with

Black-sounding names, even when they have identical résumés.’
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Education can change the trajectory of one’s life. As a gen-
eral rule, the more education someone has, the more money
they earn over their lifetime. Education can be a powerful
pathway out of poverty. Racial segregation in schools isn’t an
anecdote or a thing of the past. Racial minorities are often
denied high-quality education.

It's been six decades since the case of Brown v. Board of
Education® when the Supreme Court declared “separate but
equal” unconstitutional. Our schools are just as much, if not
more, segregated now than ever. Unaddressed school segrega-
tion is a major long-standing policy failure that relegates Black
children to schools that put them behind. The educational gaps
between White and Black children translate into difficulty earn-
ing a living wage and building wealth later in life.

According to the Economic Policy Institute, “Black chil-
dren are more than twice as likely as white children to attend
high-poverty schools.”*

I've taught in high-poverty schools and have seen firsthand
how demoralizing they can be. Because of overcrowding, there’s
not always a desk for each student in the classroom. There are
outdated and tattered textbooks, and, even then, there’s not
always one available for each child. Imagine for a moment
that you're a fifteen-year-old high school sophomore. You're
inundated with social pressures, raging hormones, and all the
awkwardness of puberty. You don’t have a desk or a book to
learn from. Would you feel supported in your education?

There are significant racial gaps in confronting students
in college as well. A Boston Globe article was headlined “Debt
load hits Black students hardest.” The article noted that Black

students on average owed 113% of their student loan twelve
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years later. Can you imagine paying your debts, only to have
the balance increase? In contrast, White borrowers paid down
their debt and owed only 65% of the original loan amount after
twelve years.”

Multiple states’ attorneys general filed lawsuits against
student loan servicers for their predatory and “designed to fail”
practices. In early 2022, Navient, a major student loan servicing
company, settled allegations of abusive lending practices for
$1.85 billion.>!

For-profit colleges play a significant role in keeping
ambitious men and women in poverty. As mentioned earlier,
education can be life changing. According to the Brookings
Institution, “For-profit colleges, more than any other type of
institution, leave students taking on student debt while not
having a degree to show for it.”

The Brookings authors, Ariel Gelrud Shiro and Richard V.
Reeves in the How We Rise series, continued, “Black and Latino
students make up less than one-third of all college students, yet
they represent nearly half of all who attend for-profit colleges.
This results from predatory recruitment tactics targeted at Black

and Latino communities.”>?

There have been hundreds of thousands of federal fraud
complaints filed against for-profit colleges for lying about
employment statistics and graduate incomes. In 2021, the Fed-
eral Trade Commission (FT'C) announced that it would inves-
tigate 70 for-profit higher education institutions for the false
promises about graduates” job prospects and expected earnings.

One year later, on February 16, 2022, the US Department
of Education announced that 16,000 student borrowers would

receive $415 million retribution.>
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While the penalties were historic, they were a drop in the
bucket relative to the damage caused to families over the last
several decades. The burden of student debt combined with
the lack of fair wage options has created a cycle of poverty that
remains difficult to break.

Low wages keep homeownership out of reach for millions
of people in the US. Since most states rely on local property
taxes to fund public education, the areas with greater poverty
have under-resourced schools.

In his decision in the landmark Brown v. Board of Education
case, Chief Justice Earl Warren wrote:

“It is doubtful that any child may be expected to succeed in
life if we deny the opportunity of an education. Such an oppor-
tunity, where the state has undertaken to provide it, is a right
which must be made available to all on equal terms.”>*

It has been several decades since the landmark Supreme
Court case, and education and homeownership, which provides
the funds for quality learning, still arent “available to all on

equal terms.”

Locked Out of Housing

Safe and affordable housing can provide a solid foundation for
households. Housing affects everything from improved eco-
nomic stability to increased access to education.

Many Americans view owning a home as a primary means
to accumulate wealth. Unfortunately, low-income households
and households of color have limited access to homeownership.
The limited supply of affordable housing, restricted access to
credit, and systemic inequities create an economic burden that

we bear as a nation.
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Homeownership contributes significantly to individual
wealth in America, and racial disparities in homeownership
therefore affect how wealth is distributed across demographic
groups. In 2019, the homeownership rate among White non-
Hispanic Americans was 73.3%, compared to only 42.1%
among Black Americans. This was the largest gap since the
Census time series began. The data also show that Whites had
a much higher return on investment.”

To help understand the lack of homeownership equity, we’ll
use a few historical facts from author and academic researcher
Richard Rothstein. Among many credentials, he wrote 7he Color
of Law: A Forgotten History of How Our Government Segregated
America.

Working-class, immigrant, Black and White families lived
in integrated neighborhoods during the early 1900s. However,
in 1933, the federal government began a program called the
New Deal that intentionally segregated America’s housing.
The New Deal was a series of programs, public work proj-
ects, financial reforms, and regulations enacted by President
Franklin D. Roosevelt. The housing programs begun under the
New Deal were equal to a “state-sponsored system of segrega-
tion,” according to Rothstein.*

In his book, he outlines how the Federal Housing Admin-
istration (FHA), which was established in 1934, expanded the
segregation efforts by refusing to insure mortgages in and near
African-American neighborhoods. We know this racist policy
as “redlining.” The FHA also subsidized builders who were
mass-producing entire subdivisions for whites and prohibited
African-Americans.

Redlining discriminates against neighborhoods with low-
income residents and significant numbers of racial and ethnic

minorities by withholding investment.
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Neighborhoods with a high proportion of minority resi-
dents are more likely to be redlined than other neighborhoods
with similar household incomes, housing age and type, and
other determinants of risk but different racial composition.
The best-known examples of redlining include denied access to
financial services like banking and insurance, credit rationing,
as well as reduced access to healthcare, education, and even
healthy food.””

The Fair Housing Act of 1968 outlawed the practice of
redlining. However, the racist practices still exist.

The US Department of Housing and Urban Development
(HUD) published a study called “Continued Discrimination
Against People of Color.” The study examined twenty-eight
metropolitan areas and thousands of people. For data compar-
ison, it paired two individuals based on gender and age. These
people were well qualified to rent or buy an advertised unit.
The only substantial difference in the pair was their race. One
couple was White, and the other was Black, Latino, or Asian.
The non-White home buyers were told about and shown fewer
houses than White home buyers. They showed Asians almost
20% fewer housing units.*®

Housing discrimination still impoverishes people today. On
January 12, 2023, the Justice Department secured the largest
redlining settlement agreement in history. The Attorney Gen-
eral secured over $75 million for Neighborhoods of Color. The
initiative helps ensure that Black Americans and all Communi-
ties of Color can access the credit needed to purchase a home.”

Financial capability is about so much more than being
educated and building wise practices and behaviors. Many fac-

tors beyond a family or an individual contribute to or impede
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success. To be financially capable as a nation, everyone needs
equitable access and opportunity to build wealth.

We can learn from history and avoid the mistakes of the
past. I need to remember that my life is intertwined with
others—even when they may look or think differently than I do.

The horrors of our recent past affect today’s generations.
Without healing, racial tensions will continue. I hope this book
will improve our understanding of inequities and help us strive
toward justice for all and a “more perfect union.”* 1 believe, and
data support the fact, that what affects one of us affects all of us.

Injustice is part of the world, but we can overcome it.

49



Financially Capable

MONEY TALK Q&A

Q: Why are we still talking about race? Aren't we past this?
Can't we just move on?

A: No.

Q: Doesn't “economic fairness” mean that those who have
more need to sacrifice for those who have less?

A: No. This might be true in game theory, but it’s not how life
works. Game theory and economic theory describe a zero-sum
game as a situation where one side’s gain is balanced by a cor-
responding loss on the other side. Investing in all communities
(education, jobs, healthcare, housing, etc.) increases the collec-
tive human capital and economic opportunities.

For more on how health inequality affects quality of life,
the economy, and national security, check out https://www
.americanprogress.org/article/top-10-ways-to-improve-health
-and-health-equity/.

Enhancing Equity toImprove Community Resilience (https://
icma.org/articles/pm-magazine/enhancing-equity-improve
-community-resilience) is a well researched piece that links to
sources like a study by Citi that shows that the nation’s GDP
would grow by $5 trillion by eliminating racial disparities.

The Federal Reserve Bank of San Francisco compiled essays
to help with community development, “Investing in What
Works for America’s Communities” (https://www.frbsf.org/wp-
content/uploads/sites/3/investing-in-what-works.pdf).

There is no shortage of research and data that show equita-

bility is good for everyone. If you're interested in learning more
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about racial inequalities in our financial systems, check out

these sites:

¢ Federal Reserve Bank St. Louis Institute for Economic

Equity (www.stlouisfed.org/institute-for-economic
-equity)

* RAND, Social and Economic Well-being Center
(www.rand.org/well-being/racial-equity-policy. html)

*  Economic Policy Institute (www.epi.org)

Q: How do we fix racial and gender inequalities?

A: There is no simple answer to this trillion-dollar question. The
data show disparities exist and they’re bad for everyone.

Have racist systems improved with civil rights? Yes, how-
ever, the wealth and income gaps are still growing. It’s terrible
for local and national politics when 1 in 16 Black Americans
cannot vote because of disenfranchisement laws. It’s shameful
and tragic that the mortality rate among Black infants in the US
is more than twice that of White infants. The disparity is even
worse in some urban areas.

Do women have greater agency since women’s suffrage? Yes,
but, over 100 years later, White women only make 82 cents for
every dollar earned by men. The pay disparity is worse for Black,
Indigenous, and Women of Color. This inequality is unjust for
the over 72 million working women in the US.

Policy changes alone will not create systemic change. Racial
and gender equitability also requires a social and cultural shift.
Political strategies have merit; however, they are often limited by
partisanship and election cycles. Even the best public programs
will not create widespread change in a toxic environment. So

back to the question: “How do we fix disparities?”
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First, the answer starts with an acknowledgment that there
are problems with our current financial systems. Not acknowl-
edgment by a few people, but universal acceptance that racial
and gender disparities exist and that eliminating these dispari-
ties is for the good of everyone.

Second, systemic problems call for systemic solutions.
Great ideas exist to eliminate disparities in the criminal justice
system; there’s fantastic brainstorming to eliminate disparities
in health care; and there are also great ideas to eliminate the
racial wealth gap. Compartmentalized solutions fall short.
Building whole health wealth depends on a universal approach.
Health affects wealth and vice versa. Education is connected to
earning capacity.

Third, change begins at home. Racism, sexism, and other
discriminatory beliefs and behaviors are driven by stereotypes,
fear, and ignorance. While I don't have the power to change
the world, I can love my family. I can love my neighbor. Love
has the power to drive out darkness, eliminate fear, and change
the world.

Consider this your invitation to join me.

As Eleanor Roosevelt said, “Where, after all, do universal
human rights begin? In small places, close to home—so close
and so small that we cannot see them on any maps of the world.
Yet they are the world of the individual person; the neighbor-
hood he lives in; the school or college he attends; the factory,
farm or office where he works. Such are the places where every
man, woman and child seeks equal justice, equal opportunity,
equal dignity without discrimination. Unless these rights have

meaning there, they have little meaning anywhere. Without
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concerned citizen action to uphold them close to home, we

shall look in vain for progress in the larger world.”®!

You can download information on the racial wealth
gap including ideas on creating equitability,
public policies like Baby Bonds, and a publication
called “The Color of Wealth” by going to
www.MattParadise.com/capablebonus.
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PART Il

MORE THAN TOUCHY-FEELY

The Psychology, Attitudes,
Behaviors, and Emotions of Money
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PAST MEMORIES, PRESENT DECISIONS,
AND FUTURE HOPES

ve counseled and educated over 100,000 people and

have found that psychology, emotion, and behavior have
a significant impact on financial wellness: how we feel, why
we decide what we do, and what’s beneath the functional and
dysfunctional relationships with money. These factors have
a significant impact on our overall health and well-being. I've
never met a single person who always makes the most rational,
self-interested decisions.

Stressing over past mistakes and clinging to memories
of how things used to be fills us with regret and can lead to
depression and anxiety. We miss opportunities right in front of
us. Managing painful or traumatic memories is important for
our well-being. Healing from the past will help build a healthy
and rich future.®*

Riches aren’t only about money. A financial asset is anything
we own or control that can convert to cash. Money can buy
things, but it’s far from our most valuable resource. Time and
health are our greatest assets, but they’re often underappreciated
until spent. If you trade all of your time for cash, you won't
have any left for loved ones. Our investments influence the

quality of our lives.
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We can build whole health wealth by investing in the eight
key areas of wellness: physical, emotional, intellectual, social, spiri-
tual, environmental, occupational, and financial.®* Wealthy people
build and gain assets, while others, stuck in patterns of buying
stuff and living beyond their means, have liabilities and poverty.

In my personal and professional experience, when we
ignore psychology and mindset in our financial lives, it’s to our
own detriment. As we discuss building whole health wealth, we
must consider behavior, knowledge, and access.

Consider how many armchair quarterbacks there are. It’s
easy to plan a passionate strategy on any given Sunday from the
comfort of our homes. There is a dramatic difference between
the critic and creator. Both may possess the same information,
yet only one brings to life the mix of knowledge and skill, the
wisdom gained through experience, and takes action. In man-
aging our lives, we must learn, practice, and apply. This process
takes discipline and self-control—and often overcoming obsta-
cles that may seem insurmountable. The process is emotional.
We all need grace when we miss the mark.

I've worked with many clients who lacked hope. When we
lack hope, we rarely decide in the best interest of our future
selves. I, personally, have a history with addiction. I harmed
relationships, and I overdosed and nearly died in the ICU while
loved ones watched with great sadness. Now, with over twenty
years of sobriety, I know that well-being is more than not
using. As Nobel Peace Prize—winning activist Desmond Tutu
proclaimed, “Hope is being able to see that there is light despite
all of the darkness.”®

Do you have moments of hopelessness, fear, or worry?

I guarantee it’s possible to find hope in this hurting world. First,

58



Past Memories, Present Decisions, and Future Hopes

we can find help, comfort, and encouragement with peers, men-
tors, and professional counselors. Second, to regain hope, we
must reframe our mindset. When we focus on things that are
true and good and that we're grateful for, the peaceful, happy,
and joyful moments will come more often. We dont need to
forget the past; rather, we can embrace and learn from it. The

choices we make today create our future.

Memories Form Our Reality

Memories are powerful. They can change our perception of the
world. Our memory can manipulate our current behaviors.
Research shows that our emotions and feelings can have a signifi-
cant impact on our financial choices.® Our relationships, language,
and even our personal identity rely heavily upon our memory.

Memories involving money impact our financial behaviors.

e What is your first money memory?
*  What was significant about the memory?

*  What are the feelings that come to the surface as you

recount the experience?

*  How has the experience affected decisions

you've made?

Here is one of my first money memories:

I was probably seven years old, and my younger brother
was about four. We lived in a small house just outside Hartford,
Connecticut. Since our cozy bedroom was too small for two
beds, Ben and I had a trundle bed, which is a twin-sized bed
with a mattress that lowers and slides under another twin bed.

We thought it was the coolest thing.
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It was the middle of the night when our mom woke us
up. She explained we needed to help our father, whose car had
broken down. Dad was an ironworker on the third shift. The
overnight hours were grueling, but they provided a way to feed
the family and keep a roof over our heads. I remember he had
a small orange car. My mother followed his instructions and
brought a nylon strap from the house to be used to tow the
broken-down vehicle. I remember my dad attaching the strap
to the front of his disabled car and connecting it to the rear of
the family car. I remember the strap breaking multiple times as
he attempted to get the cars home.

My young mind and time may have altered the memory,
but this is how I remember the eventful night. Though, when it
first occurred, I didn’t think of it as a money memory.

My parents didn’t speak about money very often. In hind-
sight, it’s clear that they struggled financially. If they had had
enough resources to keep two cars operable, they would have. If
they had had a little extra cash, they certainly would have hired
a tow truck rather than waking up their two young children in
the middle of the night to tow a car.

I am incredibly grateful that my parents sacrificed for us.
We didn’t have everything we wanted, but we never went hungry
(unless the food had onions in it, but that’s a different story).

I remember feeling shame about getting picked up at school
by my dad in his dirty jeans with holes, which exposed the
protective kneepads underneath. I remember the jealousy and
the longing for a shiny-penny life—one where money grew on
trees, and both parents attended every soccer game and drove
cars that never broke down in the middle of the night.

Context of family dynamics accompanies the memory of

that one incident. I remember the hurt and grief caused by my
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maternal grandparents’ derision as they perpetuated a narrative
where my father was inadequate, less than, no good. He was,
in their minds, the one who led their daughter to drop out of
college and have a child out of wedlock. My grandparents had
their own standards and opinions of how to build a successful
life and family. Their views had an Anglo-Saxon veneer where
every generation achieved greater and greater success built on
privilege. There was irony in this perspective, since both of
them were raised in poverty in rural Maine. I was told that my
grandmother’s childhood home had dirt floors.

My grandparents escaped their poor upbringing and
worked to enter the upper class. My father’s working-class
rough hands and mixed race didn’t fit their vision of a suitable
husband for their daughter. And they vocalized their objections.
It took years of patience and love for my dad to overcome their
bigotry.

After reflection, [ realized my parents maintained an illusion
of plenty. My dad enjoyed buying new technology. My mom
ensured there were lots of gifts for Christmas and birthdays.
I call it an illusion because, like the example of the broken car,
there wasn’t always money to pay for necessities. Their budget
did not always balance. My grandparents subsidized our lives.

My first money memory has affected financial decisions
throughout my life in positive and negative ways. I have been
fiercely independent, and my stubbornness and poor choices
left me homeless. I avoided student and auto debt, but strug-
gled to pay rent and buy food while earning below the poverty
line. The fear of living in a cycle of poverty motivated choices
and because of that fear, 've made many mistakes. The fear
also motivated me to overcome homelessness and build a career,

helping people avoid and rise above financial struggles.
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Multigenerational poverty cycles are extremely difficult to
break. Family poverty can traumatize survivors for generations.
Healing of past trauma is necessary to build a healthy future.
I’'m grateful that we don’t have to be defined by our past.

We cannot change our past. We can, however, understand
how our individual and collective pasts influence who we are
today. And we can change. And we can create change for our
loved ones. You may not have a drug addiction, but you may
relate to having a lack of hope.

Let me be clear. There is hope. I've helped others and have
received help through challenging times and have learned
a valuable lesson: we need each other.

The Holocaust survivor, Nobel Prize recipient, and human
rights activist Elie Wiesel said, “Just as man cannot live without
dreams, he cannot live without hope. If dreams reflect the past,
hope summons the future ... Because I remember, I despair.
Because I remember, I have the duty to reject despair . .. Just
as despair can come to one only from other human beings, hope

too can be given to one only by other human beings.”*
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MONEY TALK Q&A

Q: Where can | learn more about memories and decision
making?

A: Here are a few helpful recommendations
o The Memory Illusion: Remembering, Forgetting, and the

Science of False Memory by Dr. Julia Shaw

*  Money Memories Podcast (https://www.npr.org
/podcasts/947650726/money-memories)

* A Mind for Numbers: How to Excel at Math and Science
by Barbara Oakley, PhD

If youre interested in an academic deep dive, Nature Human
Behavior, Current Opinion in Behavioral Sciences, the Journal of
Behavioral Decision Making, and the Journal of Financial Therapy
are treasure troves of peer-reviewed research. You can enter your

search word(s) of choice, including money memory.

*  https://www.nature.com/nathumbehav/

e https://www.sciencedirect.com/journal

/current-opinion-in-behavioral-sciences
*  https://onlinelibrary.wiley.com/journal/10990771

* https://newprairiepress.org/jft/

For more inspiration, information,
and a free First Money Memory worksheet go to
www.MattParadise.com/capablebonus.
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WHAT DO YOU VALUE?

Personal, Cultural, and Financial Values

he Patriots are the greatest football team, and Tom Brady

is the best quarterback ever. I realize that, for some of you,
these are fighting words. Other readers may not care about
sports at all. We all have different beliefs, values, and aspirations.
This is one significant reason personal finance is so, well,
PERSONAL.

There are some basic common principles, but the decisions
of each family vary significantly. These decisions are far less
about right and wrong choices, and more about what’s most
beneficial for the individual household.

Family, friends, environment, and culture influences our
beliefs, values, thoughts, and attitudes. We must have our own
personal convictions so we don’t become directionless and sub-
ject to fluctuating emotions or negative influence from others.
In a consumer-driven economy, that means marketers, retailers,
and profit-driven companies will steer you toward what they
believe is best. Direction determines destiny.

We must each ask ourselves, “What do I value and how are
they prioritized in my financial plan?”

At one end of the financial spectrum, we have people who
intentionally subject themselves to humble lives of service. If

we measured their lives by financial wealth, we'd consider them
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poor and might harshly judge them as failures. A life well lived
is the sum of so much more than the amount of money some-
one died with.

Our life experiences help shape our personal values. Our
values, principles, and what we consider worthwhile motivate
and fulfill us. They help us define the significance of various
actions. It’s not right or wrong to value family over career
advancement or walks in nature over listening to music. Over
time, our values often change. Now that I am in my forties, the
ways I spend my resources, such as time, energy, and money, are

much different from when I was in my teens or twenties.

Customs and Traditions (What's Your Way of Life?)

Besides our personal values, there are also societal values. In the
United States, freedom is a value granted in the nation’s found-
ing documents. The Declaration of Independence, Constitution,
and Bill of Rights comprise the Charters of Freedom, which are
instrumental to the country’s founding and philosophy.

This freedom allows Americans to express individualism
(though there’s a lot of work before we have “justice for all”).
There are cultures in the world where collectivist culture thrives.
In these communities, the health and well-being of the entire
group is more valuable than individual wants and desires. As
an example, some cultures use community kitchens and shared
water sources. Some consider personal saving as hoarding
resources and a selfish act.

Opver fifteen years ago, I had the honor of marrying into
a Chinese family. My wife’s upbringing was psychologically, emo-
tionally, culturally, and materially different from my childhood.
I'm not claiming that one culture is better or above the other.

They are, in reality, simply different.
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I moved out of my parents’ house around the age of sixteen.
I estranged myself from family and didn’t value the relation-
ships. In contrast, there is an expectation in the culture of my
wife’s family that children will sacrifice to care for their parents.
Traditionally, this has been the responsibility of the oldest son.
My wife has one younger sister and no brothers, so the duty of
taking care of her aging parents fell on her.

As I embraced different cultural values, my personal values
and perspective about family dramatically changed. I've mended
broken connections with my family and embraced my in-laws.
My wife and I consider caring for her parents our responsibility,
and we have sacrificed and planned our lives accordingly. We
have an addition on our house so that we can provide care as
they continue to age.

Here are a few other cultural examples to consider. In
North America, we're familiar with the concept of a lemonade
stand. Maybe you've visited one. The idea is simple: kids set up
a table and sell paper or plastic cups filled with beverages in
their front yard. Through the activity, children learn economic
concepts such as supply and demand, scarcity and choice, and
market value. They learn business and skills, such as cash flow,
income, and budgeting.

In American culture, we commonly encourage the entrepre-
neurial spirit. Some cultures consider teaching personal finance to
children inappropriate. I once taught a group of young children
and their caregivers. Most were excited to have some basic finan-
cial education and counseling. One grandmother passionately
opposed the idea of teaching children about money. She said, “In
my culture, money is for adults to be concerned with. The role of

a child is to play and learn. They can learn about finances when
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they’re older.” She was an immigrant, and her viewpoint was
culturally different from that of the rest of the group.

It’s not my role to change someone’s value system. My goal
is to help illuminate realities through education so that individ-
uals and families can make informed decisions about the lives
they’re building.

For some individuals and families, remittances account
for a large part of the household budget. A remittance, in this
context, is when someone working in the United States elec-
tronically transfers money to friends or family living out of the
country. If you were born in the US, it’s possible that you've

never heard of or thought of the idea. It's not within our culture.

Beyond Belief

Religion plays a significant role in many people’s lives. Some
religious individuals and families contribute 10% or more of
their income to their faith community. There are various rea-
sons someone might contribute such a large sum. Some may
consider the giving a duty or an act of obedience. Some may
consider the money a wise investment into their community.
Others may consider giving an expression of thanksgiving or joy.

In our house, we contribute to our church and other charities
for several reasons. One personal reason is that were giving to
God out of an expression of love. We give to help promote social,
racial, and economic justice. More valuable than money, we also
give our hearts and time. We provide mentorship, volunteer with
multiple nonprofits, and collect and distribute food to house-
holds who are food insecure.

Is spirituality important to you? Either way, its a choice.

Aligning values with how we spend our resources is a step
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toward well-being. When our time, effort, energy, lifestyle, and
money align with personal values, we are content.

What do you value? To help understand and identify per-
sonal values, the social psychologist Shalom Schwartz developed
the Theory of Basic Human Values.®” People from around the
world have found his survey helpful while on the journey of
self-exploration. You can find free human values tests based on
Schwartzs work to evaluate how people from different cultures
prioritize ten universal human values on the Financially Capa-
ble bonus page.

As your list develops, you'll likely notice that some items
are more important to you than others. Make a note of your
personal values so you can prioritize them.

What do you consider a life well lived? Think about your
goals, principles, feelings, and activities. Ask yourself: What am
I becoming? What am I working toward? What kind of life am
I building?

It’s helpful to periodically review what’s important to us. My
principles and values have radically changed over the years, and
I work to align my goals and day-to-day activities with them.
My wife and I have similar values; we prioritize faith and family.
We've sacrificed time, personal comfort, and money to align
our lifestyle with these values. Though this isn’t always easy, our
lives are infinitely richer and happier. We use our values as both
a barometer and a compass.

Disparities between what we value and how we live our
lives create discontentment, frustration, and despair. Negative
emotions can lead to dysfunctional behavior. We have the power
to change our mindset to align personal values and choices.

Aligning ideals, hopes, and actions leads to whole health wealth.
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MONEY TALK Q&A

Q: How can | find out my money type values?
A: Most people are some combination of the following types:
* Rational: Tends to make most decisions by the

numbers

* Idealist: Tends to care less about money than

other goals
*  Guardian: Tends to be cautious with money
* Artisan: Tends to be freewheeling and daring

You can take a free CNN money type quiz here: http://
cnnmon.ie/2a60gqU.

For more helpful resources about values,
including instant access to a free human values
test, go to
www.MattParadise.com/capablebonus.
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HEALTHY RELATIONSHIPS
LEAD TO A RICH LIFE AND
ADDICTIONS MAKE US POOR

IVI y sweet tooth has motivated me like a kid in a candy store.
I've driven out of my way for a delicious dessert. There’s
nothing quite like the unbridled giddiness caused by the neural
reward in the prefrontal cortex when the taste of sugar triggers
dopamine and hormones that tell our bodies, “Mmmmm, this
is good!” The chemical structure C,,H, O, , a.k.a. sugar, can be
incredibly addictive.

Spending money can also be incredibly addictive. Accord-
ing to research, “there’s actually a lot of psychological and ther-
apeutic value when you're shopping. Even window shopping or
online browsing can bring brain-fueled happiness.”®® For some
people, shopping activates the release of dopamine, a brain
chemical that brings a sense of euphoria. The practice even has
a name: retail therapy.

I've counseled tens of thousands of people who bought into
the idea that purchases would provide emotional relief. More
often than not, I've seen the practice result in shame, remorse,
and high-interest debt. This dysfunctional and emotional cycle

of overspending is difficult to break. Managing money involves
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far more than dollars and cents. It also requires healthy behav-
iors and attitudes.

Consider your first thoughts and emotions when you con-
template shopping. You're not alone if you don’t picture rehab
or destroyed relationships. Do you have a different picture in
your mind when you hear cocaine or heroin? Please don’t take
the idea out of context. 'm not saying that retail therapy is the
same as using narcotics, nor am I minimizing the pain caused
by drug abuse. 'm a lucky survivor of a drug overdose and am
all too familiar with the damage caused by addictive behaviors.

Habits like overspending, gambling, and accumulating debt
have addictive properties. Consider this definition of addiction:
“A condition in which a person engages in the use of a substance
or in a behavior for which the rewarding effects provide a com-
pelling incentive to repeatedly pursue the behavior despite
detrimental consequences.”®

Negative thoughts about money are so pervasive that they
become part of us. We may think that “money is the root of all
evil.” I speak from experience. I slept on floors for years because
a mattress was too expensive, and my self-worth plummeted.
This became a vicious cycle of destructive behavior and poor
decisions. Depression dominated my life and bills piled up.

Sometimes (okay, often) I felt as if I needed an escape from
the realities and challenges of life. If eating out soothed me, then
that was easy to justify. Going to the movies one more time in
the month, or buying a gift for someone, or one more taxi ride
(this was during the time I rode my bike two miles each way to
work) didn’t seem to matter. The expenses weren't bad; however,

I was living above my means and got into credit card debt.
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From an economic point of view, we encourage spending
money. Our economy receives a generous boost from over-
spending. In 2008, the Bush administration sent out stimulus
checks and encouraged unplanned shopping to battle the reces-
sion. Economics and personal finance are two different topics.
Some behaviors are beneficial for the economy but detrimental
for an individual.

Households cannot spend their way out of debt. I've
seen dysfunctional behaviors cause tremendous destruction.
I remember counseling one family with $500,000 in credit card
debt. Yes, you read that correctly—half a million bucks. The
amount didn’t include the additional student loans and secured
debt like cars and a mortgage. The family had been making the
minimum payment on the revolving debt for years. At 25% to
30% APR, they were treading water and didn’t make a dent in
their principal balances. (I'll cover interest rates and debt man-
agement strategies in Part IIT of this book.) They were beyond

stressed.

Consider Self-Control as a Money Issue

Financial education is useless without a solid grasp of financial
behavior. All the knowledge in the world won't overcome a lack
of self-control. In a culture of excess, dysfunctional relationships
with money surround us and “The American Dream” becomes
a materialistic nightmare. The shame of poverty and failing
to meet other people’s expectations for our lives is painful.
Comparing our house, job, clothes, accomplishments, bank
account, etc., with our neighbors, or worse, images on TV and

social media, creates an unhealthy tsunami of emotion.
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Here are sentiments from some of my clients that might
resonate with you: “I have more bills than I can afford. Forget
the bills, I'm going shopping.” “I don’t know what the interest
rates are. | stopped opening the mail because it’s only full of

» «

more bad news.” “I'm so stressed about money that I can barely
function.” “I wish I learned about money in school; now it’s
too late.”

Pretending to be rich is often the pathway to poverty. Dont
get me wrong; money is for spending. Shopping is necessary for
a healthy economy. Consumer spending helps businesses invest
and grow. Jobs in every sector of the economy rely on businesses
doing well. As consumers, we must buy food, purchase clothes,
and live in apartments and houses. It’s possible to have a healthy
relationship with money and purchase luxuries. When we seek
ongoing comfort through spending and neglect necessities,
dysfunction becomes a habit.

Spending money isn't a bad thing. Money is just a tool, and
how we use it makes all the difference. A healthy relationship
with money includes financial literacy and an understanding of
behavioral economics. We must understand how psychological,
cognitive, emotional, cultural, and social factors impact the

financial decisions we make.

Consider Health a Money Issue

There are direct connections between finances and overall
health. Health is wealth and wealth is health. “Low wealth is
a risk factor that can dynamically change over a person’s life and
can influence a person’s cardiovascular health status.””® Harvard
Medical School researchers draw an important distinction

between income and wealth. It’s quite possible to have a high
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income with a negative net worth by carrying debt. And debt
can be stressful.

I can confirm that living in poverty is stressful. Healthy
foods are expensive, worry and anxiety can affect sleep, and
poor sleep and diet combined are a recipe for an unhealthy
cycle. Poverty creates physiological changes. Financial stress and
poverty affect cognitive function, according to the authors of
the book Scarcity. Sendhil Mullainathan and Eldar Shafir show
that scarcity creates a distinct psychology for everyone strug-
gling to manage with less than they need. The book illustrates
how individuals and organizations can better manage scarcity
for greater satisfaction and success.”! Healthy financial relation-
ships require more than manifesting a positive attitude. They

take knowledge, discipline, and often a helping hand.

Addictions Make Building Wealth Difficult

Addiction affects every family in the United States. It’s esti-
mated that 30% of Americans have suffered from an alcohol use
disorder alone. That’s close to 100 million people.”

In addition to more well-known drug addictions, there are
also process, or behavioral, addictions. When someone compul-
sively engages in a rewarding non-drug-related behavior despite
negative consequences, they may have a behavioral addiction;
for example, compulsive shopping, excessive gambling, or greed.

Data collected from 83 studies found that up to 61% of US
adults have an addiction. According to the research, half of the
US adult population suffers from an addictive disorder.”?

Take a moment for some serious self-reflection while
considering these questions. It can be helpful to journal your

thoughts and feelings.
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* Have your spending habits, alcohol, or drug use

negatively affected one or more relationships?

* Have you shopped, gotten drunk, or used drugs in

order to forget about a personal problem?

*  Has your work or school performance ever suffered

because of spending, drinking or drug use?

* Do you feel the urge to go shopping when you're

feeling down or depressed?
* Do you feel guilt after impulse purchases?

* Are you living on the edge of financial stability but still
make impulse purchases (barely paying rent or bills,

for example)?

*  Are your credit cards almost to their limit or

maxed out?

* Do you feel a lack of contentment or an unrestrained

desire for more than you need?

Addictions are difficult topics to discuss. The destruction
caused by ignoring dysfunctional behaviors is real. The conse-
quences include reduced physical, mental, social, and financial
well-being. A professional counselor may be helpful if you or
a loved one have signs of addictive behavior. A “money guru”
may not be sufficient.

I've heard too many well-intentioned financial profession-
als offer blanket statement advice. This can damage and even
traumatize a person. Maybe you've heard this advice: “Just stop
spending more than you're making and everything will be okay.”
Or, “Just work harder/more hours.” Yes, balanced spending

plans are important. However, ignoring root causes of financial
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disfunction, disregarding health and well-being, and only focus-

ing on financial spreadsheets won’t create whole health wealth.

When Spending Becomes Unhealthy

Spending becomes unhealthy when an individual pathologically
pursues reward and relief they can’t afford while disregarding the
consequences. This can lead to financial destruction and ruined
relationships. It’s difficult to identify unhealthy spending habits,
particularly in a consumer-based society. One group that works
to combat the negative effects of dysfunctional money manage-
ment is Spenders Anonymous. The group is a community of
people sharing experiences, strength, and encouragement while
working toward clarity in their relationship with money.

Similar to Alcoholics Anonymous (AA), Spenders Anony-
mous has a 12-step program. You can find resources and per-
sonal stories on their website: www.spenders.org. There are also
groups to help work through the addictions of gambling and
incurring unsecured debt. You can find information and local
groups on their respective websites: www.gamblersanonymous
.org and www.debtorsanonymous.org.

When we're overwhelmed with the compulsion to spend
money, it’s helpful to stop and take a moment to consider our
actions. It's more challenging to be in control when we're hungry,
angry, lonely, or tired. You might recognize that these four words
create the acronym HALT.

Remove temptation. I had a client who literally put her
credit cards on ice. Jazmyne put her cards in a bag filled with
water and put everything in the freezer. Every time she had the
urge to go shopping, the extra step of thawing the ice gave her
time to reconsider and center herself to a state of calm. The

strategy worked for her and she became debt-free.
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Our world is full of stress. Learning to manage stress is
a central component to building whole health wealth. Some
people wield money wisely and accomplish tremendous goals.
Others squander resources or become consumed with greed
and the sentiment that more is never enough. Increasing our
awareness about personal decisions, large and small, allows us
to develop mastery and be in control of the lives we're building.

Many emotions are associated with money. When we
realize our financial values and control our behaviors, we are
well on our way to a functional relationship with money and

a wealthy life.
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MONEY TALK Q&A

Q: What help is there if | don't have an addiction but I still
need help to build a healthy relationship with money?

A: A transformational book to consider is 7he Soul of Money:

Transforming Your Relationship with Money and Life by Lynne Twist.
Another influential book is 7he Psychology of Money: Time-

less Lessons on Wealth, Greed, and Happiness by Morgan Housel.
If you need help to identify destructive behaviors

and address root causes of financial stress, explore these

recommendations:
*  Debtors Anonymous (https://debtorsanonymous.org/)
*  Spenders Anonymous (www.spenders.org/)

*  Gamblers Anonymous (www.gamblersanonymous.org

Igal)
Q: Where can | go to learn more about financial psychology?

A: Here are a couple of free resources:

*  Center for Advanced Hindsight (https://advanced
-hindsight.com/course/a-beginners-guide-to-irrational

-behavior-via-coursera/)

* Class Central (https://www.classcentral.com/course

/duke-behavioral-finance-6635)
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Q: Where can | get help for my financial dysfunction?

A: Money-related stress, compulsivity, addiction(s), poverty, loss
of income and/or assets, and differing habits or values from
a loved one can all come with complicated emotions. Some
people who experience financial challenges benefit from work-
ing with a mental health professional.

National Alliance on Mental Illness (https://namimainline
pa.org/choosing-the-right-mental-health-professional/) provides
some direction in choosing the best professional for your
situation.

Cognitive-behavioral therapy can be helpful: https://positive
psychology.com/cbt-cognitive-behavioral-therapy.

For suggested reading, resources, and
recommendations for free behavioral economics
courses, go to
www.MattParadise.com/capablebonus.
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WHY ISN'T FINANCIAL EDUCATION
TAUGHT IN SCHOOLS?

P erhaps you've heard less-than-helpful advice such as “Don’t
spend more than you make.” “Student loans and mortgages
are always good debt.” Or the crowd favorite, “If you stop
buying avocado toast and lattés and invest the money, you'll be
richer than Jeff Bezos.”

While spending less than we make is good practice, advice
that lacks empathy, understanding, or specificity can have a dis-
couraging effect.

The first part of this book is about access and opportunity
within our financial environment. The second section addresses
the psychology, attitudes, behaviors, and emotions of money.
In this third and final part of the book, I'll get into financial
information, some facts and figures, data and statistics. For
some of you, this may be the part where your eyes glaze over in
discussions about IRAs, 401(k)s, compounding interest, credit
scores, and numbers. Other readers may get excited about the
topics and dream of the wealth they’re going to build.

Financial literacy helps us to understand the math, while
action and discipline allow us to leverage the knowledge to
grow wealth. I began investing in the stock market when
I was twenty. My contributions were small, but the slow and

steady strategy has done well. Over the years, I have had many
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opportunities to join get-rich-quick schemes. While working at
American Consumer Credit Counseling, I actually had one of
our auditors call me with an offer to join him in a networking
marketing business. Fortunately, I recognized the venture as

a shady pyramid scheme and declined his offer.

Don't Overcomplicate Learning

E. O. Wilson, author and biologist known for developing the
field of sociobiology, said, “We are drowning in information but
starved for knowledge.””* This was well before the internet and
more volumes of information than we can count. For financial
data, the quote rings true today. There’s arguably too much
information available. Have you gotten lost in or overwhelmed
by opinions about money management, saving, investing, and
similar topics?

I suffer from analysis paralysis, which is when someone
overthinks a problem without taking decisive action. It’s easy to
spend an hour or more diving into a Google spiral. My car ran
out of windshield washer fluid, so I did an online search for the
best performance for the best price. Now, there were many other
ways I could have spent the time, but pursuing information is
addicting. I read the ingredients of various fluids, which led me
to efficacy, which led me to learning about various scientific
properties. You may shake your head in disbelief like my wife
did, or nod with complete understanding. Either way, sellers
love when we travel down this rabbit hole. The deeper we dive,
the more likely we are to spend money. In economics, this is
called sunk cost. The irrational behavior describes our tendency
to follow through on an endeavor if we have already invested
time, effort, or money into it, whether or not the current costs

outweigh the benefits.”
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You can spend the rest of your life pursuing financial infor-
mation. My goal is to provide you with actionable knowledge.
I have found a “learn, apply, grow” cycle is helpful for reaching
goals. As soon as we're proficient in one area, the environment
changes. Finance laws change, products and services change,
our perspectives and goals change. The pursuit of knowledge is
an ongoing cycle.

You may have heard terms like personal finance, financial
literacy, financial education, financial capability, and financial
well-being used interchangeably. Personal finance is different
from business finance, although you may get your household
income from your own business. Please, please keep the two
separate. Since this book focuses on personal finance, we won’t

get into business details.

* Personal finance focuses on the basic principles and

methods we use to get income and manage assets.

* Financial literacy involves possessing the knowledge
to make informed judgments about managing
resources. This is different from financial education.
We teach students reading, writing, and arithmetic.
The teaching alone doesn’t mean they’re proficient in

a subject.

* Financial capability is the combination of knowledge,
behavior, and opportunity. Every year, students
graduate from schools, many of which provide
exceptional education. An advanced degree may show
understanding, but it doesnt qualify an individual as
capable. Some employers treat graduates with an MBA

like they’re a dime a dozen. Students graduate with
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tremendous knowledge about theory, but often lack
practical knowledge. A graduate degree in nutritional

science does not make an individual healthy.

Financial well-being is a barometer of how one feels

regarding their finances. It is highly subjective.

Let’s explore some data that show how important financial

education really is.
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A Fortune magazine study of 27,564 Americans found
that nearly two-thirds of the participants couldnt
pass a basic test of financial literacy. Their lack of
knowledge was also clear in the participants’ financial

behavior.

Forbes also found that 44% of Americans don’t have
enough cash to cover a $400 emergency, 43% of
student loan borrowers are not making payments, and
38% of US households have credit card debt. On
average, American adults owe $16,048 with an APR of
16.47%, and 33% have $0 saved for retirement.”®

The National Foundation for Credit Counseling (NFCC)
surveyed people throughout the country and found these star-

tling numbers:

Three out of five Americans don’t maintain a budget.
Only two of every five say they have a budget and keep
close track of how much they spend on such things as

food, housing, and entertainment.

Six out of ten adults have had credit card debt in the
past twelve months, and nearly two in five say their

household carries this debt from month to month.



Why Isn't Financial Education Taught in Schools?

*  Fewer than one in five US adults are very confident
about their retirement savings; one in four are not
confident at all. And, when asked what areas of
personal finance worry them most, the top response
continues to be retiring and not having enough money

set aside.”’

After a while we can get lost in the numbers. Why do
I bother? The need for financial education is clear. We need it,
and in the United States we're severely lacking in it.

You might ask, “Don’t they teach personal finance in
schools?” The answer mostly is no. This is coming from my
personal experience of teaching personal finance in schools and
also examining national data. States remain inconsistent in the
quality of delivery, since there is no federal standard for finan-
cial education.

NextGen Personal Finance conducted a nationwide study
of 12 million students across 12,000 high schools and found
only one in four students actually receive required financial
education. For students attending schools with low-income
students or Students who are Black and Brown, the number
drops to one in twenty.”® During the 2022 legislative session,
lawmakers in twenty-five states and the District of Columbia
introduced bills which would require schools to provide finan-
cial education. While educational requirements are helpful, they
do not guarantee high-quality programs. Our goal is to ensure
that graduating students are financially capable.

Standard & Poor’s Global Financial Literacy Survey ranks
the United States fourteenth when measuring the proportion
of adults in the country who are financially literate. Let’s do

a quick comparison. The US adult financial literacy level, at
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57%, is only slightly higher than that of Botswana, whose econ-
omy is 1,127% smaller.””

Given the billions of dollars spent on financial education,
one might think that our financial literacy levels are increasing.
Sadly, the opposite is true. The Financial Industry Regulatory
Authority (FINRA) discovered a clear decline in financial liter-
acy over the past twelve years in its “State of US Financial Capa-
bility” study. Fewer than half of the surveyed adults correctly
answered four or more questions about fundamental concepts
of economics and personal finance.® You can see how your state
ranks and also test yourself here: www.usfinancialcapability.org.

Not all is lost. FINRA data show that when people receive
more financial education—over ten hours—they spend less
money than they earn. It might sound like common sense, but
the more financial knowledge we have, the more literate we are,
which leads to greater financial capability and increased finan-
cial wellness.

My encouragement is simple: continue to learn and share
your wisdom. Beware, there is a danger in learning just a little.
Many people act on their overconfident feelings. Social media
are full of get-rich-quick schemes. Don't get me wrong—while
scrolling across social media, I've been entertained, made
fantastic connections, and learned all kinds of things. Let’s put
it this way: if I were going to build a house, I wouldn’t want
the foundation poured by someone whose only experience was

watching a few TikToks or Reels.
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MONEY TALK Q&A

Q: Really, though. Why isn't personal finance taught in schools?

A: Schools offer it, but the content quality varies significantly.
Most states have at least a basic personal finance standard or
requirement in public school. On the other end of the spec-
trum, only a handful of states require a full stand-alone personal
finance course in high school. Education legislation continues

to change and you can help.

Q: How can | advocate for financial education?

A: T think of advocacy on multiple levels, no one greater than the
other. In thinking about legislative action, there is work on the
federal, state, and local levels. The JumpStart Coalition (www
jumpstart.org/) is one nonprofit organization working on all
levels to advance financial literacy, particularly in public schools.

To access more data and resources and to get involved,
check out the Council for Economic Education (www.council
foreconed.org), National Association of State Treasurers (https://
nast.org/financialwellness/census/), and Next Gen Personal

Finance (www.ngpf.org/expand-access/).

For more education than you’ll find
on your Instagram feed, including research
on financial literacy in schools and how to
get involved in your neighborhood, go to
www.MattParadise.com/capablebonus.
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MOVING BEYOND BASIC

hen T tell someone that I'm in the business of financial

education, their assumption is that I sell financial services
and products. Lets consider the financial services industry
through the lens of the Consumer Financial Protection Bureau
(CEPB). The CFPB is a US government agency “dedicated to
making sure you are treated fairly by banks, lenders and other
financial institutions.”

The bureau found that the financial services industry
spends approximately $17 billion each year marketing products
and services to consumers. Meanwhile, companies spend only
$670 million annually to provide “education” to consumers.
This spending translates to about $54 per person on marketing,
while only $2 is spent educating us.*’

Those numbers highlight the need for consumers to access
unbiased information. We are aware of products like loans, but
we may not have knowledge about details and their true cost.

So what does this mean? It means that financial institutions
provide just enough “education” to sound helpful, but their
goal is to prompt consumers to buy their products and services.
The US government, through the CFPB, provides this insight:
“The significant disparity in resources devoted to financial edu-
cation as opposed to marketing financial services underscores

the importance of providing high-quality sources of unbiased
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financial information to consumers.”® Marketing is not selfless
teaching. We would be foolish to believe that tobacco and vape
industry-sponsored school-based prevention programs are in
the best interest of children. When a lender “teaches” how to
use a loan, it’s likely marketing, not education.

Marketing serves to bias consumers. Businesses are well
aware of behavioral economics and use the concept to maximize
profit. It can be extremely difficult to sort out fact from fiction.
Not only do institutions market well, they also influence rules
and regulations for their industry.

Open Secrets is a nonpartisan, independent nonprofit
organization. It’s run by the Center for Responsive Politics,
which is the nation’s premier research group tracking money in
US politics and its effect on elections and public policy. They
reported the total spent lobbying Congress on behalf of finance,
insurance, and real estate industries in 2022 alone was over
$600 million. There were 2,450 lobbyists. Of those employed/
contracted, more than half, 60.74%, were former government
employees. We may consider some of this work a conflict of
interest for the American people.®

Between legislators and lobbyists exists a practice called
a revolving door. This is the common practice of government
regulators, congressional staff, and even members of Congress
to take new jobs with lobbying firms and private-sector orga-
nizations that, in many cases, they used to oversee. Those who
go the other direction, from private sector to positions in the
government, are sometimes called “reverse revolvers.”

The point is that sometimes legislators go to work for the
very firms we elected them to regulate. That hardly seems

unbiased.
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BANKruptcy helps who?

When I worked in the credit counseling industry, part of my job
was to stay on top of legislation. Bankruptcy is huge in the debt
management world. I remember several years ago when there
was significant lobbying to reform bankruptcy laws.

The resulting legislation was the Bankruptcy Abuse Preven-
tion and Consumer Protection Act of 2005. One significant
change in the law made it much more difficult for consumers to
file for chapter 7 bankruptcy. Using this section of bankruptcy
code, people can discharge or get rid of debts. This is in contrast
to chapter 11, where the court arranges repayment of debt.®*

Before the reform, it was easy for bankruptcy filers to have
their debt wiped clean. Now, a “means test” is required. The test
determines if a filer can pay anything toward their debt, and it
forces many into chapter 11.

Many consumer advocates and professionals failed to see
clear consumer benefits in the reform. Bankruptcy judge Keith M.
Lundin of Tennessee said, “Unquestionably, this is the most poorly
written piece of legislation that I or anyone else has ever seen.”®

The then-president of the National Association of Con-
sumer Bankruptcy Attorneys, Henry J. Sommer, said that the
2005 amendments were not helping or protecting consumers.
He said the reform caused an enormous increase in bankruptcy
filing costs and burdens.®

Michael Simkovic, a former fellow at Harvard’s John M.
Olin Center for Law and Economics, wrote, “The data suggests
that although bankruptcies and credit card company losses
decreased, and credit card companies achieved record profits,

the cost to consumers of credit card debt actually increased.””
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Therefore, the 2005 bankruptcy reforms benefited large
businesses at consumers expense. BusinessWeek reporter
Christopher Farrell said, “A law intended to help the financial
industry may be damaging the housing sector, creditors and
borrowers alike.” For you history buffs, all of this preceded the
Great Recession in 2007-2009.%

“Too big to fail”

You may remember terms like credit crunch and crisis. The Great
Recession was a horrible time. Many Americans lost their jobs
and homes while big banks received bailouts. They were deemed
“too big to fail.”

I'll discuss predatory practices and products a bit later, but
it’s important to distinguish the difference between sales and
education. This isn’t about bank-bashing. There are great finan-
cial institutions with community-building at their heart. Some
bank managers realize that helping consumers is good for the
bottom line as well. Profit is paramount for the survival of any
business; however, some companies put profit above all else.

This behavior has shown itself to be dangerous. The history
of AIG is one example. AIG, American International Group,
Inc., is one of the largest finance and insurance companies. This
global firm had about $1 trillion in assets prior to the crisis and
lost $99.2 billion in 2008.

On September 16 2008, the Federal Reserve Bank of
New York stepped in with an $85 billion loan to keep the
failing company from going under. Though the reasons for the
significant losses that AIG suffered are fuzzy, a couple of com-
monly accepted areas are to blame. One practice that caused

tremendous losses was securities lending. AIG lost $21 billion
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in securities lending, though this lending wasnt discussed as
much during the crisis.

Executives at AIG overvalued the securities. AIG received
their bailout from the government and then rewarded employ-
ees with huge bonuses totaling hundreds of millions of dollars.
Representative Paul Hodes (Democrat, New Hampshire) said,
“I think AIG now stands for arrogance, incompetence and
greed.”®

The company’s credit default swaps/collateralized debt
obligations (CDOs) were widely accepted to have contributed
significantly to their collapse. Institutional investors bought
popular and complicated CDOs, financial products that lump
together loans and other assets.

CDOs are “collateralized” assets because the promised
repayments of the underlying assets are the collateral that gives
the CDOs their value. The pooled assets range in quality. For
instance, mortgage-backed securities have subprime loans,
which are loans for poor credit, as well as loans from well-
qualified borrowers. The companies who rated the assets, such
as Moody’s Investors Service, complicated the safety of investing
in these assets.

Dozens of lawsuits alleged that the credit rating agencies
misrepresented the risk in these complicated products. The
behavior of the institutions led to some of the biggest financial
reform in US history. In 2010, the federal government enacted
the Dodd-Frank Wall Street Reform and Consumer Protection
Act. The act provided widespread reform to the regulatory
system and provided significant protections for consumers. For
example, it created a new agency, the CFPB, and tasked it with

consumer protection.”
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It’s important that we understand personal finance within
the context of the economy and learn from mistakes. To para-
phrase an adage: if we don’t learn from the past, we're doomed

to repeat it.

Selling vs. Teaching

We discussed how primary school financial education is lacking. For
all the money a student pays for college, there must be some great
life skills taught there. Right? Higher education does not provide
the information for graduate success in personal financial matters.
In fact, the US Financial Literacy and Education Commission
wrote a report in 2019 recommending that institutions of higher
education make financial literacy courses mandatory.

In their financial literacy best practices for higher education,
the Commission suggested this: “The cost of higher education
can be difficult to understand because of the lack of consistency
and transparency in the information provided to potential
students, and the inherent challenge to comprehend long-term
implications of borrowing. The difficulty may be compounded
due to lack of relevant, transparent, and timely information.”"

So, to clarify, the government, which underwrites financial
aid for colleges, itself says that the information provided for
students to be successful is confusing. In the worst cases, the
information provided to students is incorrect and irrelevant.
That’s problematic.

College students need their education to be relevant.
A 2022 survey of students’” personal finance realities showed the
necessity for stronger financial literacy education and support.
One in five don’t know how much debt they’ll have at gradu-

ation, and the half who know the amount do not know what
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their approximate payment will be. It’s bad enough to graduate
with student loans. An even greater challenge is to have student
loans without a degree. Many students need to leave college to
afford to live.

One-quarter of students said they've experienced food inse-
curity during college and 17 percent have dealt with housing
insecurity; two-thirds work at least part time, with one in five
working at least 30 hours per week.””

I've taught personal finance in Ivy League colleges and
found that even students with multiple advanced degrees lacked
basic financial knowledge and understanding of our banking

system.

Be the Change

While we won't create an academic utopia overnight, we can
make a difference today. We can read and take personal finance
courses. I've found that better education and overall well-being
starts with looking in the mirror. When we become financially
capable and employ an “each one teach one” mentality, we can
create genuine change. We can speak up and advocate for better
legislation. We can help loved ones increase their financial abil-
ities. We can volunteer in our communities and help empower
others.

A few years ago, my team organized an event to bring
service providers together to help military veterans and service
members with budgeting, debt management, retirement plan-
ning, and more.

To make the event possible, I worked with the Office of
State Treasurer and received a grant to buy food, rent tables,

and pay for the space at a local community college. Besides the
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grant, the treasurer also sent a couple of employees from the
Unclaimed Property Division.

If you're not familiar with Unclaimed Property, this infor-
mation might be well worth the price of this book. When finan-
cial institutions have abandoned property such as uncashed
checks, security deposits, or overpayments, they attempt to
contact the owner. If their attempts are unsuccessful, the insti-
tutions then turn over the assets to state or local government.
There are billions of dollars waiting for the owners to claim
them. States receive more than $3 billion annually.

If youre wondering if you have money waiting for you,
consider that one in ten people in the US has money in a gov-
ernment account waiting to be claimed. By law, every state (and
some provinces in Canada) has a free program to search for and
claim the money. Don’t get duped into paying for a service. Be
sure to check with each state you've ever been associated with.
Check places where you lived, worked, or even had family.

You can go directly to your state’s official government site or
check here: https://unclaimed.org/. What are you waiting for?
Even if you don't find money, be sure to tell your friends and
family.

One particular active duty service member, Juan, came to
the event overwhelmed and stressed about his finances. He, like
many people, had credit card debt, and during some months
had trouble paying his monthly expenses and saving any money.

He was short on time to focus on money, since he had
a duty to God and country that came before his personal
finances. With encouragement, Juan reluctantly visited the State

Treasurer’s booth and allowed them to check for any abandoned

property.
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Are you sitting down? Juan had just over $18,000 that he
wasn’t aware of. The financial institution had tried to reach him,
but because of the military relocations, Juan hadn’t received
their communications. The government was patiently waiting
for the money to be claimed. It overwhelmed Juan with excite-
ment, joy, and embarrassment.

For Juan and many others, the quick, free search had an
enormous impact. Sometimes I get frustrated that information
like this isnt more widely accessed. Shouldn’t the government
find people to reunite them with their long lost dollars? During
these times, I realize I need to take a deep breath, chill out, and
remind myself that at least Juan found help.

It's overwhelming to consider all the problems in the
world. Rather than give up on the good that can be done, it’s
worthwhile to remember that helping one person can make
a significant difference. Education is powerful and can alter the
trajectory of a life and family. After all, as author Leo Buscaglia
said, “Change is the end result of all true learning.”* In order to

change and effect change, let’s continue learning,.
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MONEY TALK Q&A

Q: Math can be difficult for some people. Where can | go for
help with complicated financial calculations?

A: Online calculators are extremely helpful. I like Bankrate

(https://www.bankrate.com/calculators.aspx).

Q: Where can | find more personal finance-related resources?
A: Some trustworthy resources include these:

* My Money (https://www.mymoney.gov/)

¢ National Endowment for Financial Education

(research & advocacy focused) (https://www.nefe.org/)

*  Federal Deposit Insurance Corporation (https://www

dic.gov/resources/consumers/money-smart/)

* National Credit Union Administration (https://www

.ncua.gov/consumers/financial-literacy-resources)
* Investopedia (https://www.investopedia.com/)

*  Consumer Financial Protection Bureau (https://www

.consumerfinance.gov/)

*  American Institute of CPAs (https://www.360financial

literacy.org/)

For more money tips including how to
search for unclaimed property for free, visit
www.MattParadise.com/capablebonus.
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THAT DIRTY B WORD

E stimated expenses, allowance, spending plan, ration, personal
statement, budgetary figures, cost of operation, resource
planning, allocation of expenditures—these are the many ways
to describe what the dictionary defines as “a sum of money set
aside for a particular purpose,” also known as a budget.

A budget is a plan of your future income and expenses that
you can use as a guideline for spending and saving. Money in
and money out. You've probably heard, “Just spend less than
you make and you'll be okay.”

Budgeting isn’t new. The concept is simple; however, simple
doesn’t mean easy.

Creating a budget is a critical step for every wealth building
journey. There are three phases to building financial wealth. The
first phase is to have a balanced or break-even budget, where our
expenses and income are equal. Second, save money and build
an emergency fund. We'll discuss the third phase, investing in
a separate chapter.

How do you feel when you hear the word budger? What are
the first thoughts and pictures that pop onto your head when
you think about the work that goes into formulating a budget?
The words and methods we use to describe the action don't

matter nearly as much as our attitude about the activity.
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Maybe you've tried unsuccessfully to reach personal finance
goals in the past. If you've been frustrated or discouraged trying
to manage your money, youre not alone. Take a few moments
and consider your thoughts and feelings about the idea.

Getting to a point where more money is consistently
coming into your bank account than going out can be difficult.
Too many people take on high interest debt, which prevents
wealth accumulation. Data shows more than half of Americans
carry a credit card balance from month to month. Gen X-ers
are the most anxious about it, with half saying their credit card
debt is moderately or extremely stressful. Through the COVID
pandemic, Americans took on more credit card debt, and any
continue to use credit cards to cover essential living expenses.
This is more common among younger generations: 61% of
Gen Z-ers and 53% of millennials use credit cards for living
expenses.’*

If you find the topic or prospect of sticking to a financial
plan daunting, consider finding a coach. Much like an athletic
or fitness coach helps individuals set and reach health goals,
a financial coach can help you work through challenges and
guide you to achieve financial milestones.

There’s a difference between coaching and advising. Yes,
costs range and can run into the hundreds of dollars per hour.
Don't let cost become an excuse for not consulting a financial
coach. You can find well-qualified financial coaches for free.

The federal government’s Internal Revenue Service (IRS)
helps to operate and certify local Volunteer Income Tax
Assistance (VITA) and Tax Counseling for the Elderly (TCE)
programs. As you would guess, the primary focus is to provide

free basic tax return preparation to qualified individuals. These
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nationwide programs have been operating for over fifty years.

You can have your taxes prepared for free if you

e Farn $57,000 or less, or
* Are a person with a disability, or

* Have limited fluency in English.

Those sixty years of age and older can get free tax help
through the TCE program. The sites specialize in questions
about pensions and retirement-related issues unique to seniors.

Well-established community organizations that provide
many other services run the sites.”” In Boston, I helped create
free financial fitness checkups at VITA sites citywide. The
program has grown to serve many thousands of people and
has developed lofty goals such as improving the credit score
for every Boston resident through a United Way—supported
program called Boston Builds Credit.”®

We All Face Difficulties

Why should you budget? To put it simply, life happens. Life
happens to all of us, and it rarely goes according to our plan. In
fact, as I write this, the world is continuing to deal with a pan-
demic. COVID-19 has changed the trajectory of nations and
has disrupted the lives of people across the planet. Budgeting
is an area where financial psychology and the nuts and bolts
knowledge overlap.

Personally, the past few years have been challenging. Just
before the pandemic, doctors diagnosed me with cholangio-
carcinoma, bile duct cancer. This rare and aggressive disease

ravaged my body. Doctors diagnosed my father-in-law with
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lung cancer six months after my diagnosis. Since my in-laws
live with us, I became both a caregiver and a patient. My wife
had to care for all of us, which was a monumental task. At times,
I was too sick to drive, cook, or perform other basic daily tasks.

We're grateful for the lifesaving skills of the medical staff,
who selflessly put their lives on the line during the COVID-
19 pandemic. We're grateful for the health insurance that has
helped us pay for the many surgeries, medications, and appoint-
ments with many specialists. I am grateful for the lifesaving gift
of a liver transplant.

I'm not in search of sympathy; rather, I offer my experience
as an example of life circumstances that millions of people every
year have to deal with. Unexpected health challenges will come.
Job loss will come. Car, home, or other large repair expenses
will come. It’s not a matter of if, but when. Since we can’t avoid
the unexpected but inevitable twists and turns of life, the best
we can do is to plan, prepare, and remain flexible. It's more than
okay for plans to change; adaptability is necessary for survival.

Life happens to all of us, often in the most unexpected ways
and at unexpected times. I was, for all intents and purposes,
a healthy young man. Cancer changed our finances.

There was the cost of copays, frequent hospital travel, and
other incidental expenses, which were all necessary but unex-
pected. Illness significantly affected my income because on many
days, my biggest accomplishment was just to sit up and survive.

Without planning, we will be at the whim of someone else’s
ideas. We become a rudderless ship, a directionless vessel. If,
however, we hold on to our rudder firmly and faithfully steer
with great intent, we can block and tackle through the adven-

turous journey and accomplish unimaginable victories.
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Living Paycheck-to-Paycheck

You may find yourself among the 38 million US households
who spend everything earned in a given pay period. This is also
called living paycheck-to-paycheck. Over two-thirds of those
households are not poor, according to the National Bureau of
Economic Research (NBER).”

In a research paper titled “The Wealthy Hand-to-Mouth,”
NBER authors found that both the wealthy who were living
paycheck-to-paycheck, those with little or no liquid wealth, and
the poor people living paycheck-to-paycheck behave similarly:
both groups spend money as quickly as they get cash into
their hands.

While the poor households are most frequently young
people with low incomes, the wealthy people in the study are
older, have high incomes, and hold substantial illiquid assets
like stocks, which take time to access.”®

Many of the clients I've counseled live in the suburbs of
Boston, a relatively wealthy area—some of the most expensive
places in the US to live. I've spoken with families who have
a $1,200 monthly car payment, yet struggle to buy groceries.
Others have grand multimillion-dollar homes, yet can’t afford
to furnish them, since they live paycheck-to-paycheck. The urge
and social pressure to “keep up with the Joneses” is significant.
Just because someone looks successful doesn’t mean they have
their financial act together.

Its far less stressful to look poor and be rich. In fact, in the
book 7he Millionaire Next Door, authors Thomas J. Stanley and
William D. Danko describe the cars (think Ford not Bugatti) and
clothes (75% never paid more than $199 for shoes) the average

millionaire owns. This interesting book breaks stereotypes that
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wealthy people have fancy cars and expensive stuff. The authors
state that millionaires “believe that financial independence is
more important than displaying high social status.””

You might ask, “What’s all this got to do with me?” Millions
of people spend money as soon as they get it. It is possible that
you are in a situation where your current income doesnt cover
your expenses. Well, the beauty of a spending plan is that it’s
simple. The challenge, again, is that simple doesn’t mean easy.

If you're falling short of your personal money goals or you're
running a deficit, meaning you're spending more than you earn,
there are two variables to focus on. You can (1) increase your
income, or (2) reduce your spending. Like many things in life,
this can be much easier to say than to do.

I've had the privilege of learning through facilitating hun-
dreds of group discussions about managing money. Many tips
about reducing spending that I share are the collective wisdom
of those who have done so. Some of the most expert budgeters
I’'ve met have been people in dire straits.

One group of men in rural New Hampshire were fighting
for custody of their children when the mothers were unsafe.
The participants of the group worked with a local social service
agency to help with advocacy, since they all lacked the means to
hire a lawyer. On one particular day, a gentleman shared how
he saved on his grocery bill by “growing his own meat.” He got
a piglet for free from a local farmer. He fed the pig by getting
vegetables and fruits past their prime for free from local farmers.
At the time of the class, the pig weighed about 250 pounds.
That’s a lot of free meat.

I'm not suggesting that you run out and start a backyard

farm with chickens and hogs. I tell this story as an example to
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help you think out of the box. When that father shared about
his farming experience, sparks of creativity went through the
room filled with other men in similar circumstances with simi-
lar opportunities. None of the other participants had thought of
the idea before. You might not start raising animals, but maybe
you can start a garden or find #gly, less-than-perfect produce
at discount prices. We all need food to survive. You can talk to
your neighbors or others around you to get ideas that will help
you reach your goals.

I've led other groups where we share different recipes for
common inexpensive ingredients such as beans. The cookbook
Good and Cheap by Leanne Brown might be a helpful resource
for you to learn to feed yourself on a $4-a-day food stamp
budget (the ebook download is free): https://www.leannebrown
.com/cookbooks/.'*

Your budget may just need minor tweaks. Try going meat-
less one day per week to reduce the expense of meat. Reduce
or eliminate eating out or taking family vacations. There’s not
a right or wrong way here. Work toward the goal of aligning
your spending with your personal values.

Sometimes, a few alterations still won’t get you to a balanced
budget. On more than one occasion, I've had a conversation
where significant changes were necessary to make the household
budget ends meet. It’s heartbreaking to discuss selling a family
home because it’s not affordable.

I remember one particular conversation with Sharon,
a mother of three, who was living in her childhood home.
Her husband had a significant reduction in income because of
health challenges, and the family didn't have the possibility of

increasing their household income. The principal and interest
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payment on their mortgage accounted for over 80% of the fam-
ily’s income. Sharon and her husband simply couldn’t afford to
make the mortgage payments and still pay for other necessities
like taxes, utilities, and food. Not to mention ongoing home
maintenance, transportation, clothes for growing children—
you get the point.

To Sharon, the home represented so much more than
a mortgage payment. Sharon and her family made memories
in the place. It represented the possibility of passing on a family
treasure to a future generation. The inability to pay the mort-

gage brought feelings of failure and despair. It devastated her.

Keep It Personal

Have you tried to budget and failed? It is a frustrating and
discouraging feeling. One method might work for someone
you know, but that doesn’t automatically mean that it’s the best
for you. Any system may work for the short term, but we're in
this for the long haul and on the path to financial well-being.
Figure out what will assist you in reducing stress, while main-
taining accuracy. Just as it would be incredibly frustrating to dig
a fifty-foot trench with a screwdriver, it’s useful to find the right
financial tool for the job.

Determining the best system for you is a personal decision
based on personality and level of comfort with technology,
among other factors. In our household, my wife and 1 use
a spreadsheet to track our income and expenses. Due to pay
schedules, a monthly budget works for us. Horizontally at the
top, we have each month listed. Vertically, on the left side of the
worksheet, we list each expense or category of expenses. Every

dollar we spend falls into a unique category. For instance, we
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separate $100 spent at the grocery store into different categories
on our spreadsheet. Some of the money is for household items
like cleaning supplies, while we spend another amount on food.

Some expenses are fixed (the same every month), such as
our internet bill, while other expenses are variable depending
on our usage, such as gas for the cars. A budget is fluid and
dynamic. During the COVID-19 pandemic, our consumption
of gas for our cars has been minimal, but our cost of electricity
has increased since we've been stuck in the house much more
than ever before.

Let’s not neglect periodic expenses. Subscriptions, annual
memberships, vehicle maintenance, home repairs, and back-to-
school clothes and supplies are a few examples. In our house,
we estimate our monthly expenses by taking the previous year’s
data and dividing the average annual expenses by twelve to have
an accurate monthly budgeted amount.

We heat our home with oil. Since we live in New England,
heat is necessary but can be difficult to budget for because
the monthly cost of the heating oil varies wildly throughout
the year. We purchase our oil by the tank. During the winter
months, our cost for oil is really high because we use a lot, but
after about April or May, one tank will carry us through until
October or so. We make sure were saving money through the
summer months to pay for heat during the inevitable winter.
Many utility companies will arrange a monthly payment plan
to even out the cost of home heating.

Cars are expensive. Remote working and programs like
rideshare/car share may make vehicle ownership unnecessary.
Calculate the costs of all options, determine the worth of life-
style quality/convenience, and determine what’s best for your

situation.
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Let’s not forget the ongoing costs of car ownership, includ-
ing registration, taxes, insurance, license renewal, and routine
maintenance. If you have a vehicle, you know that brakes, tires,
windshield wipers, fluids, batteries, and too many more parts to
mention will wear out.

You might hate spreadsheets and that’s okay. Try something
different. I've worked with many clients who use a cash-stuffing
system. This method is also called the envelope system. The
strategy uses a separate envelope for each category of spending
and requires putting cash into each envelope as budgeted for
groceries, utilities, and other expenses. For some households,
this system relieves the stress of tracking every single expense
to the penny. There’s also something very real about using cash.
Once an individual envelope is empty, that’s it for the month. It
can make strategies like Pay Yourself First (PYF) easier.

If youre not comfortable keeping envelopes of money
around, a similar way of managing household finances would
be to use multiple savings accounts.

You can even automate some of the budgeting process using
direct deposit. If your primary income is from an employer, you
may direct a predetermined amount of money into separate
specified accounts. Check with your human resources depart-
ment and your financial institution. You could have funds
for your rent or mortgage payment and household expenses
deposited into one account, and a separate account for food
and groceries.

Treat your savings like a necessary bill. Emergencies aren’t an
if-they-happen event, but a when-they-happen situation. One
rule of thumb is to work toward saving 10% of your income for

unexpected expenses. The total amount saved depends on your
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personal tolerance for risk and the amount and likelihood your
income will vary. If your income is primarily gig-based or from
freelancing, you might go periods of time without income.

A rule of thumb is a guideline that works for many, but
not all people. Spending less than 35% of your take home (net)
income on housing expenses, 20% on transportation, 20% on
other living expenses like food and clothes, and less than 5%
on debt payments like credit card and student loan payments
are guidelines that can be helpful if spending has been out of
control. A different budgeting ratio is the 80/20 plan, 20% for
savings and 80% for everything else. If you live by a Financial
Independence, Retire Early (FIRE) budget, you might save
and invest 70% or more of your income. We'll talk more about
investing later. Rules of thumb can be useful. Just remember to
keep budgeting personal.

Financial technology, or fintech, is an enormous industry.
Like any technology-based product, it’s only good if it’s useful
to you. There will always be the next great thing. 'm often asked
about the best budgeting app. I encourage people to explore.
Some people successfully use Mint for budgeting It is the #1
most downloaded personal finance app.'”" Others find some-
thing different they like in the Apple or Google Play store. Some
programs are free, while others come at a cost. Some are simple,
while others can provide powerful accounting. Remember, the
key is to determine what works for you for the long term.

I've had other clients use low-tech, inexpensive tools like
a large desk calendar or dry-erase board to keep track of their
income and expenses.

The clients all had the goal of debt reduction/elimination.

They wrote payment due dates on the calendar to ensure their
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payments were never late. We worked together to determine the
monthly amount each could afford to make sure the balances
owed were actually decreasing. Minimum payments barely cover
the interest, and it takes many, many years to pay the amount
owed. And paying that compound interest is brutal.

The key when determining the best system for tracking
and controlling expenses is to choose strategies and tools that
are right for you. Make sure your system is easy to maintain
and tailored for you and your family. Get your family involved
when you can. If they understand the budget, staying within
the budget could be easier. It’s also a timely opportunity to
teach kids about personal finance. Communication with the
other people in your household is key.

Dealing with money can be stressful. Maintaining a plan
should reduce stress and frustration. A list of financial priorities
will help you manage the money that you have. Think of the
process as an ongoing habit that’s built and refined with trial and
error, not a one-time activity. Most systems can track expenses
over a one-week or a one-month period. We're building wealth,

and that takes consistency.

Where's the Money?

You might be in a position where youre spending more every
month than youre earning. The expense-reducing ability of
families with the least amount of income has impressed me
many times. It has humbled me on more than one occasion
while speaking with homeless families and individuals living in
emergency and family shelters. But there are certainly instances
where expenses really can’t reduce any further, and it’s necessary

to increase income.
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Consider the many resources about side hustles. Begin by
thinking about the skills you have and work from there. If you
don’t have skills that are in demand, invest in yourself and go
learn them. I love the example from one inspiring entrepreneur
I met in a homeless shelter. Kim lived in a family shelter, so
she had access to a shared kitchen. She made mouth-watering
empanadas and sold them to anyone and everyone. I invested
in the business by buying plenty of the tasty treats. We explored
bringing her business “legit” and found resources to help.'*

If youre employed but underpaid, ask yourself why. What
can change? Maybe your boss doesn’t understand the value you
bring to the company. Workplace discrimination is a possibility.
Once you determine why youre underpaid, create an action
plan. If prejudice is the cause, you might file a formal com-
plaint, or even finding a lawyer. Your company is unlikely to
volunteer to offer you more pay. Don't just ask for a raise; prove
your worth. The president of the counseling agency I worked
for explained why the top-earning employee made significantly
more than others. The employee never took no for an answer
when negotiating salary.

Should We Save Now or Later?

For some people, $1 per week is hard to save. That’s fine.
Don’t compare yourself to people who may save and invest $100,
$1,000, or more, per month. Save as much as you can, based
on your personal circumstances. Keep moving toward your goal.
As you work toward financial goals, you'll develop better money
management habits. Financial discipline will serve you well at
any income level.

To reduce the shock of unexpected expenses, financial advis-

ers recommend saving 10% of your income until there’s at least
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three and up to twelve or more months of living expenses set
aside in a liquid account. Liquid means that you can access the
money immediately, as with savings or money market accounts.

A three- to twelve-month savings cushion may feel impos-
sible. If you're not stressed, it’s likely someone very close to
you is and could use your encouragement. The only way to
tackle a monumental goal is by taking one small step at a time.
Once you have a budget, you can identify how much you can
dedicate to your individual financial goals. If you have debt, it’s
important to include repayment in your financial plan. Having
an emergency savings account is essential, since unexpected
expenses are inevitable.

My advice is to consider your individual risk tolerance,
obligations, life circumstances, and the stability of your income
to determine the balance of debt repayment and saving. For
instance, if you have five kids, low risk tolerance, and an unre-
liable household income, you would do well to be conservative
and work toward a larger-than-average emergency fund.

Your needs are different if you're single and healthy and you
have a high risk tolerance and few expenses. You might not need
as much for emergencies, but you may benefit from budgeting

money to pay debts or invest aggressively.

All about the Execution

You might budget to pay for unexpected medical bills, educa-
tion, building emergency savings, or even buying a house. Once
we work out our financial objectives, one significant challenge
is to have the self-control to implement them. I find discipline

challenging. My wife is a natural. She’s an all-around rock star,
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an amazing person. In our house, she has far more discipline
than I do. We've talked about this and we use our various
strengths to optimize the well-being in our home. This is an
important point in any relationship.

No one is great at everything. Take inventory of your
natural strengths and weaknesses and develop systems and use
tools that suit you. Make sure to keep the “personal” in personal
finance.

I consider part of my wife’s financial system antiquated.
She maintains control of bill-paying by writing checks, placing
them in a stamped envelope, and mailing them. You might say,
“But it costs less to use electronic bill pay and you can track your
payment.” Well, do what works for you, and be consistent. She
is incredible and her system works for us. Set your behaviors
based on personal values and build your financial well-being by
maintaining control through this developed order. Discipline is
necessary for our goals to lead to accomplishment.

Budgeting, money management, asset allocation, resource
strategy, fiscal estimate—whatever you call it—when you're
disciplined and follow your personal plan, you will accomplish
your goals. Even when the current is against you, “Just. ..
keep . .. swimming.” It can feel challenging to keep our heads
above water. Don’t give up.

While youre on your financial education journey, realize
that you are part of a community. As you swim, look around
once in a while. Others are feeling some of the same things you
are. At one time, others swam where you are now and they can
help guide you to safe harbors and assist you in reaching your
potential. You are not alone.

Just keep swimming, or should I say just keep budgeting.
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At its most basic, a spending plan includes income and
expenses. In my experience, most people are unaware of how

much they spend. I encourage you to:

*  Keep track of every expense, and

*  Make sure your records are accurate and detailed.

It’s so easy to spend a couple dollars here and there, and
as you probably understand, spending adds up quickly. All the
little expenses add up quickly and can leave us wondering where
our money went.

Sometimes the act of tracking expenses provides peace of
mind. For some people, the practice may seem impossible. You
may have a limited income and can't afford all of your essential
bills each month. Creating a budget will help you prioritize
expenses and better understand what’s possible. Maybe you
have more than enough income to pay your basic expenses, but
fall short of reaching certain goals. Either way, working with the
facts is essential. Gather your records and receipts and learn the
best tracking tools and methods for you and your family.

By tracking your expenses, you'll have an accurate account
of where your money is going. This exercise will increase your
awareness and help you develop healthy habits. Mindfulness
is a vital step in taking control of your money. If were not in
control, money will control us, and that can get ugly quickly.

Excessive debt and stress are only two likely outcomes.

More Than Dollars-and-Cents Decisions

As discussed earlier in this book, there are significant emotional
aspects to dealing with money. As humans, we don’t operate

like homo economicus, the theoretical person who always makes
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rational self-interested choices and who pursues their goals in
the most optimal way possible.

We are homo sapiens, human beings. We feel. Making family
decisions often includes much more consideration than the dol-
lars and cents of the circumstances. This is where having trusted
and competent advisers comes in. Our friends and family can
be helpful, when they have proper knowledge and experience. The
right people can help in managing emotions and money.

When we seek advice, it's important the people that we
speak with have expertise in the particular area we need help in.
I wouldn’t ask a chef how to complete a masonry project, and
I might not get the best recipes from a bricklayer. Then again,
the culinary expert and the mason may have well-established
side hustles. Seek advice from someone with expertise in the
area you need help with.

I remember some advice I received as a teenager. A friend
told me that if you never file a tax return, then you never have
to pay taxes. That sounded like brilliant advice to me! After all,
I had cooler stuff to buy than to “waste” my money on taxes.
To be clear, this is the perspective of a young teenager. As an
adulg, I fully endorse paying taxes. We need public schools, first
responders, and things such as paved roads that our taxes pay for.

In the end, the only person who really lost out with that
terrible advice was me. As a student making very little money,
I would have received a refund of taxes my employer had with-
held from my pay. The money I was greedily trying to hold on
to ended up as a gift to Uncle Sam. The joke was on me.

You can find countless books on managing expenses. This
chapter is not exhaustive, and that’s intentional. We all under-
stand the importance of spending less than we make. We've

heard it a million times. It’s pretty easy to “budget in a bubble,”
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or implement a plan when everything in life works out perfectly
with no hiccups. The real challenge is to maintain course when

we get blindsided by life. It happens to the best of us.

Persistence Goes a Long Way

Many of the most successful people didn’t get to their positions
from sheer talent. Michael Jordan, one of the most successful
basketball players of all time, famously said, “I've missed more
than 9,000 shots in my career. I've lost almost 300 games.
Twenty-six times, I've been trusted to take the game-winning
shot and missed. I've failed over and over and over again in my
life. And that is why I succeed.”'*

Never . . . give . . . up.

As a high school dropout lacking marketable skills, I strug-
gled to earn a living wage. I rode a bike to work and slept on
a floor. I couldn’t reduce my expenses much further. With each
opportunity, my goal was to outwork my coworkers. Selling
furniture in retail, I realized sales were more important than
degrees. As a nineteen-year-old, I outsold all but one person
at the Bombay Company where I worked. I was hungry and
needed to eat. There were barriers and it was far from easy. I had
a criminal record from my drug-dealing days. Few companies
wanted to hire me, but once I built a solid employment record,
the next job opportunity came easier.

When [ started my first job in an office, I was out of place.
This was in 1999 and the early 2000s. The first time I tried to
send a fax for a customer, I accidentally sent it from one fax
machine in the office to another across the room. I even needed
help to send my first email.

While trying to stand out for my hustle, I eagerly sought

opportunities to go above and beyond. So, when I saw a need to
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change the office’s five-gallon water tank, I hoisted the fresh one
onto my shoulder and moved to place it in the dispenser. Not
knowing exactly how to do this, I dropped the bottle. It cracked.
Exploded. Water splashed everywhere. As embarrassing as the
event was, | never gave up. I studied diligently to increase my
knowledge of the business and looked for ways to be extra-helpful.
My pay increased over time because I added value to the company.

Be careful of the spending trap. I, like many people, spent
more when I earned more. In a world where rampant consum-
erism drives us, it’s tempting to display an image of wealth. One
manager of a sales team I worked with encouraged all of his
employees to have a vice. He understood that if it compelled
his employees to spend—even spend more than they could
comfortably afford—they would be driven to work harder to
earn money to feed their compulsions.

When we manage our careers and finances by emotion,
we're more likely to be dissatisfied and broke. Broke emotionally,
spiritually, physically, and financially.

Sometimes the measures we take to make ends meet need to
be significant. Opportunities might have to be found by moving
to an unfamiliar area. You may find some places are too expen-
sive to live comfortably in. Sharon and the family I mentioned
earlier had to make the painful decision to move. The choice
was more than just a line item on a budget; selling the family
home was heart-wrenching. The solid middle-class couple faced
circumstances beyond their control. We created a solution, but
for Sharon, the experience was emotionally draining.

Most people can budget in a bubble with ideal circum-
stances. We can accomplish all kinds of amazing things when
there are no distractions, challenges, worries, frustrations, bills,

health problems, or competing demands or responsibilities.
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Daily chaos makes it much more difficult to concentrate on
the essential tasks required in everyday life. Writing this para-
graph took two days. There were several interruptions from
a demanding puppy, a son who likes to play with the puppy,
and a snowstorm that required attention. It was challenging to
focus and write a few sentences.

When we're stressed out, it’s difficult to perform any activ-
ities, never mind budgeting. Determining our expenses and
subtracting them from our income is far more complex than
simple math, and distractions make the activity challenging. It’s
an emotional process. More than numbers, our budget reflects

our priorities, hopes, and dreams.

120



That Dirty B Word

MONEY TALK Q&A

Q: What is the best money management system?

A: The one that works for you and your family. By working,
I mean sticking to the method for the long term. My wife and
I have used Excel spreadsheets to keep track of our income and
expenses. Some find mobile apps beneficial. The only way to
know if they’ll work for you is to try.

I worked with clients who like the Mint app (https://
mint.intuit.com/); others like to use paper and pencil. I've
spoken with many people who use the envelope method. They
designate a separate envelope or container for each category of
spending and calculate how much of their income needs to be
“deposited” into each one. Some people take the same idea and
open separate deposit accounts for each category.

Many financial institutions can work with your employer to
separate the direct deposit of your payroll funds into multiple
accounts. A budget has tremendous potential to save time and
reduce stress.

If youd like help with budgeting, consider the following

resources:

*  Federal Trade Commission (https://www.consumer

.gov/articles/1002-making-budget)

*  National Foundation for Credit Counseling

(https://www.nfcc.org/)
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Q: I've tried budgeting systems and have a difficult time
sticking to them. How can | develop better habits?

A: It takes time for new behaviors to become automatic. I've
found that a partner who will motivate, encourage, and hold
me accountable is invaluable. The New York Times bestselling
author James Clear has some proven strategies in his book,
Atomic Habits: An Easy & Proven Way to Build Good Habits &
Brealk Bad Ones.

Q: How can | compare the cost of living in different areas?

A: EPT’s family budgets (https://www.epi.org/resources/budget/)
provide a more accurate and complete measure of economic

security in America.

Q: Where can | go for career resources?

A: ONET Online, www.onetonline.org, and Career One Stop,
www.careeronestop.org, are resources to identify career growth
opportunities. There are also plenty of resources for you to start

or grow a business:

*  Americas SBDC (https://americassbdc.org/) is one
place where you can get connected to local free

business consulting.

e SCORE (www.score.org/) offers access to free
workshops, advice from experienced mentors, and

a Small Business Resource Library.
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Q: What if I can't pay a student loan?

A: Take action as soon as possible. You may qualify for for-
bearance, loan forgiveness, or other relief. Check out Federal

Student Aid (https://studentaid.gov/).

Q: Where can | go for tax help?
A: Start here at the websites of the IRS and government benefits:

*  www.irs.gov/help/ita

*  www.benefits.gov/benefit/1543

If you'd like to find your nearest VITA site,
free worksheets, and a family budget calculator that
will help identify living wages and economic security in
America, visit
www.MattParadise.com/capablebonus.
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STOP DEFERRING DREAMS
Set Goals

hat are your desires and ambitions? We all have different

values and aspirations. They’re essential. From scientific
advancement to artistic masterpieces to radical social change,
many historic accomplishments came about through longing
for improvement. As the poet Langston Hughes said, “Hold fast
to dreams, for if dreams die, life is a broken-winged bird that
cannot fly.”1%

To achieve success, we must move beyond desires or
momentary intentions. Goal setting helps guide us toward
success and keeps us motivated. Accomplishing goals requires
deliberate action. Reaching goals often involves as much mental
energy as it does physical energy.

Dream. Dream big, bold audacious dreams. Hold tight to
them. Imagine them as vividly as if you could actually touch
them. Once they’re clear in your mind, take one step toward
them. No matter how big or small that step might be. And then
take another step. And another. Before you know it, you'll be
well on your way.

When I was twenty-five, my wife and I bought our first
house. We were renting a nice enough apartment, but we desired

to build a bigger life. We wanted to have at least one child, host
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friends and family, establish long-term roots in a neighborhood,
and contribute to a community we could call home.

To start out, we created a vision board of sorts. It wasn't
a collage or cute artwork, but pictures from our research. For
weekend dates, we explored lots of open houses together. We
imagined living in specific neighborhoods. We touched the
front doors, smelled the air, and heard location-specific sounds.
All of this motivated us toward our goal.

Once we planned to purchase, we began aggressively saving
every penny we could for a down payment. We didn’t eat out or
spend money going out for coffee or buy extra stuff we didnt
really need. We created a budget that included paying for neces-
sities and saving money for our target. It was exciting to move
closer and closer to our goal.

The house we finally purchased was a home we could pic-
ture living in for the rest of our lives. It was the smallest home in
the nicest neighborhood we could afford. There was significant
buildable land, which was useful for our plans.

One year after our purchase, we built an addition for my wife’s
aging parents, who were retired and considering their options. We
considered nursing homes brutal and decided that, if possible, we
would avoid that choice. As the oldest sister without brothers, my
wife bore the cultural expectation of caring for her parents.

We hired an architect to design the dream apartment for
my in-laws. The combined living arrangement has allowed us to
care for them through retirement and health challenges. Though
it hasnt always been easy, the decision has enriched our lives.

Homeownership isn’t for everyone. A home is often more
expensive than people realize. We began by considering the

math. After running the numbers, we determined that if we
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invested the difference between our rent and the cost of home-
ownership, we would have ended up ahead by investing. If our
focus had been purely financial, we would have made other
choices. Multigenerational living isn’t for everyone, either. The

financial and emotional decisions are complex.

Your Wealthy Life Is Different from Mine. And That's Okay.

We must each ask ourselves, “What kind of life do I want
to live?”
Here are a few simple questions that may require some deep

introspection:

* How do you define wealth?
* How do you define success?

*  What do you want from life?

What steps are you taking toward your objectives? Your
path to well-being is very much an emotional, psychological,
and mental journey. We're human and our thoughts, attitudes,
behaviors, and emotions are complex. No one can tell you that
your personal value system is right or wrong.

Many advertisers and marketers work to influence our
values and tug at our heartstrings. They make every effort to
manipulate us as consumers. They rely on themes like thrift and
best value, family, personal fulfillment, inspiration, health, and
love. Consumers often purchase products and services when the
corporate philosophy seems to align with personal and/or family
values. That’s marketing.

We must be in control of our money rather than let our

money and marketing control us. A house full of stuff and
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a heart devoid of joy makes for a life of misery. When our values
are clearly defined, we can take control of our daily decisions
and work toward our goals with intention.

In “An Interview with God,” author and humanitarian Jim

Brown wrote:
“What surprises you most about humankind?”
“Many things.

“That they get bored of being children, are in
a rush to grow up, and then long to be chil-
dren again. That they lose their health to make
money and then lose their money to restore
health. That by thinking anxiously about the
future, they forget the present, and live neither
for the present nor for the future. That they
live as if they will never die, and die as if they

had never lived.”!%

What do you consider a good life or a life well lived?

You may ask, “How do I align my personal values with my
personal/family goals?” I've found that this is easier said than
done. It certainly takes concerted effort and deliberate planning.

I have encountered many clients whose personal values don’t
match their day-to-day life choices, resulting in discontented
lives. This chapter isn’t about minimizing challenges. We all face
difficult circumstances. Perspective makes all the difference.

I had difhiculty recovering from my cancer treatments and
liver transplant. It hurt for me to breathe and it was painful
for me to sit, but movement aids recovery. It confronted

me with a choice. The urge to relax and enjoy moments of
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pain-medicated comfort was enticing, but I moved. Every step
was excruciating. But I wanted to be well.

My focus moved from the pain to the goal I was striving
for. Tears of gratitude roll down my cheeks when I think of the
hospital staff and other patients encouraging me toward my

goal of recovering my health.

What's Holding You Back?

We've covered personal values. Now lets talk about goals,
barriers, and working toward well-being. Anyone who has set
a resolution knows how difficult it is to reach the goal. Consider

these statistics:

e Research shows that 50% of adults make New Year’s
resolutions, but fewer than 10% keep them for more

than a few months.

* People often give up on New Year’s resolutions due
to difficulty breaking old habits, focusing on specific
outcomes, or they have a weak emotional connection

to the goal.

*  You can increase your chances of achieving your New
Year’s resolutions by setting realistic and achievable
process goals that will help you form new habits, as

well as following other steps for success.'®

Sticking to goal setting is challenging. To overcome inertia or
lack of motivation, some people use commitment devices to avoid
procrastination by committing to a goal. Commitment devices
have two major features: theyre voluntarily adopted and imple-

mented, and they tie consequences to follow-through failures.
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For instance, after you create a detailed goal, you can have
an accountability partner to help accomplish it. To have a com-
mitment device in place, you can write a check to a charity that
you really don’t care to support. Maybe you're not a pet person
and you write a check to the local animal shelter. The amount
should be enough that it would be a sacrifice, but not so much
that it would jeopardize meeting your financial obligations. You
would then give the check (or cash) to your friend and tell them
to send the money if you dont reach your stated goal. This
would give you significant motivation (and worst case, you
could help some cute puppies).

The commitment device doesn’t have to be money. It could
be an athletic challenge, or service challenge, such as cleaning
up trash or anything that provides motivation. Ultimately, do
what works for you. I've found that having an accountability
partner is really helpful. Having someone who can cheer us on
and provide coaching along the way can increase our chances of
success.

Keep your vision in clear focus and do what it takes to stay
motivated. Think about it. Talk about it. Work toward it, and as
you do, your actions will become habits.

When creating a goal, many find the SMART goal frame-
work helpful. The acronym stands for

*  Specific: Make your goals detailed. (What?
Why? How?)

e Measurable: Be precise. Rather than saving “some

money,” use an exact dollar amount. (How much?)

* Achievable: Is reaching this goal possible with effort

and commitment? (What steps are involved?)
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¢ Realistic (also Review and Revise): What skills,
knowledge, and resources are necessary to reach the
goal? Some goals are achievable, but may take more
time, effort, or money than you're willing to spend. It’s
also important to review goals and revise as necessary.
If you fall short on reaching a goal, don’t give up. The
time frame may need to be adjusted. Celebrate the fact

that you made progress and continue on.

e Time-bound: When will you achieve this goal? If you
are a procrastinator, this is a critical component of
goal setting. Many people have a dream of retiring

“someday” but lack a plan to make it happen.

As you work toward your goals, it’s helpful to remember
why you're doing it. Are you saving for a child’s education? Your
family might be your why. Are you working, saving, and invest-
ing so that you can stop trading time for money? Financial free-
dom might be your why. We're more likely to stay motivated
and reach goals when we remember why we work so hard.

Because life happens to us all, think through any potential
obstacles and solutions for your plans. For instance, I overthink
and procrastinate. Keeping this in mind, when I set out to write
this book, I told many friends and family members my intent.
This motivated me to get the writing done. Another common
obstacle is trying to be perfect and/or fearing failure. I real-
ized that if I waited until this book was perfect in every way,
it wouldn’t be completed, never mind published. The project
came to fruition because of the help of outstanding editors,
book designer, and early draft readers who provided feedback

and encouragement. The idea of “self-made” is a fallacy. Always
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keep in mind, appreciate, and acknowledge the people who
help you.

It’s so easy to be consumed by everyday life and neglect
strategic planning. Life happens to everybody. Financial well-
being and life are about the journey, not just a focus on the
destination. Goals aren’t set in stone. When the unexpected
happens, extend grace (lots of grace) and remain calm.

The statistics about how people give up on their resolutions
have been about the same for decades. I don't believe that most
people give up because of a lack of motivation. It’s really, really
difficult to persevere through the challenges, adversity, and day-
to-day demands of our lives.

Sometimes it’s impossible to follow through with plans once
the chaos comes. The diagnosis of bile duct cancer upended our
lives. Our goals and plans were all but abandoned. Day-to-day
was a matter of survival, and it wasn’t clear that I'd live. Grate-
fully, I received a life-changing liver transplant and now have
the chance to see our son grow up.

Some of our goals needed a readjustment. No matter how
tough life may be, we don’t have to abandon our dreams and
goals; however, we may need to revise them from time to time.
For you, it may mean that an accomplishment will take three
years instead of one. That’s okay. It’s about the direction we're
moving. Were moving toward the goal or away from it, and our
direction determines the outcome.

Sometimes it feels like we're taking one step forward and
two steps back. Other times, we might review our goals and
realize that our values and/or priorities have changed. Cre-
ating a values-based plan with goals is helpful for items both

big and small. Just because something is a short-term goal, or
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a less-expensive goal, doesnt make it less important. You might
save for dinner and a movie. No goal is too small. No judgment.
Go for it.

Whether or not you choose the structure of SMART goals,
it’s helpful to separate goals into three different time frames and

then prioritize them.

e Short-term: Three months
*  Medium-term: Three months to a year

* Long-range: More than one year

First, think about short-term goals—those you can reach in
about three months. These might include saving enough money
for the children’s holiday presents, taking yourself to the beach
for a day, or buying a new big-screen television for your home.

Set medium-term goals that can be reached in three
months to about a year. These might include trading in your car
for the pickup truck you've always wanted, learning to sew your
own clothes, or signing up for a class at your local community
college.

Finally, think about long-range goals that are more than
a year away. Perhaps you've always wanted to go back to school
for a degree or certification, start or expand your business, or
buy a home.

When you assign a priority rank for each goal, be sure to
include the achievement date, the total cost, and the weekly
cost for each goal. Most people find it more manageable to
budget using weekly expenses. It’s easy to be overwhelmed with
large numbers. This is also one way to determine if your goal is

realistic.
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As you set and reach goals on the path toward financial
well-being, take time to reflect on your successes. Celebrate
even the smallest of accomplishments. When you fall short of
a particular goal, learn from it and rejoice that you can keep
going. If you never fall short of a goal, set the bar higher. And
by all means necessary, stop comparing your accomplishments
to what other people have attained.

Too often, I catch myself in this comparison trap. When
I notice it, I stop, take a deep breath (or ten), and remember
that my journey is different. We can learn lessons from each
other; however, comparing others” successes and failures to ours
will crush us.

Courageously take one step at a time. Include others on
the journey. Don’t stop when obstacles make the road rough.
Remember that the difficulty and suffering we endure requires
perseverance. Perseverance develops character and strength.
Character leads to hope. And one day, we can stop asking,

“What happens when dreams are deferred?”
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MONEY TALK Q&A

Q: How can | help kids with their goals?

A: You can be an outstanding model. Demonstrate how you
reach goals. Kids are terrific at learning through watching. Here

are some helpful book suggestions:

*  Salt In His Shoes: Michael Jordan in Pursuit of
a Dream by Deloris Jordan, Roslyn M. Jordan, and
Kadir Nelson

*  Growth Mindset Workbook for Kids: 55 Fun Activities to
Think Creatively, Solve Problems, and Love Learning by
Peyton Curley

»  The Self-Driven Child: The Science and Sense of Giving
Your Kids More Control Over Their Lives by William
Stixrud PhD and Ned Johnson

Q: I've tried SMART goals, vision boards, and many other
methods and still have trouble with setting and sticking to
goals. What can | do?

A: There are many structures for the goal-setting process.
Indeed has a list of ten techniques, and while they focus on
career, the methods apply to any goal: https://www.indeed.com
/career-advice/ career-development/goal-setting-techniques.

I've found that reaching goals is less about the method we
use; often, the challenge is emotional. We all encounter road-

blocks on our growth journey.
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Here are some books you may find helpful.

* [ Am That Girl: How to Speak Your Truth, Discover Your
Purpose, and #bethatgirl by Alexis Jones

*  Your Best Year Ever: A 5-Step Plan for Achieving Your
Most Important Goals by Michael Hyatt

*  The Desire Map: A Guide to Creating Goals with Soul by
Danielle LaPorte

*  The Power of Positive Thinking by Norman

Vincent Peale

*  Burnout: The Secret to Unlocking the Stress Cycle by
Emily Nagoski PhD and Amelia Nagoski DMA

*  The ONE Thing: The Surprisingly Simple Truth About
Extraordinary Results by Gary Keller and Jay Papasan

»  Why Has Nobody 1old Me This Before? by Dr. Julie
Smith (you can find her life changing insights on
TikTok @drjuliesmith)

For encouragement, inspiration,
and a free SMART goals tool, visit
www.MattParadise.com/capablebonus.
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GLOW UP

Transitioning from Saving to Investing

ave you seen a child shop for toys? There are so many

fun choices, and retailers know how to make every
option irresistible. Children get excited and have a hard time
controlling themselves. Joy, wonder, and awe are a few emotions
that accompany wide smiles and gleaming eyes. Retailers create
their environment with intention and craft the shopping
experience to be enticing. Companies fight to gain additional
customers and motivate employees to sell more. The same
selling principals apply to online shopping and for products
targeted toward all age groups.

There are an overwhelming number of wealth-building
products, services, and strategies. It’s confusing when every
company and expert proclaims their way as the best way. Much
of personal finance is simple. Don’t confuse simple with easy.

We discussed the first two phases of wealth building: main-
taining a balanced budget and building an emergency fund. In
this chapter, we'll discuss the third phase of financial planning—
building financial wealth through investing.

Quick question: Would you rather have $1 million today
or a penny and double your money every day for a month? The
million dollars sounds nice, doesn’t it? What would you buy?

A new car? A house?
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If you chose the penny, you've either heard this before, or
you know the power of compounding. If you start with a penny
and double it every day, in a month, it compounds to $10.7 mil-

lion! It starts off slowly, but with some time, the magic of math

kicks in.

Day 2: You would have $0.02

Day 3: You would have $0.04

Day 4: You would have $0.08

Day 18: You would have $1,310.72

Day 28: You would have $1,342,177.28
Day 31: You would have $10,737,418.24

Wouldn't it be great if we could start with a penny and
become multi-millionaires? It would be amazing if banks paid
100% daily interest on our savings. Let me ask another question.
Would you like to double your money? Stick with me here.
There is a simple calculation to figure out how it’s possible.

People find the equation for calculating compound interest
complicated. Few people use it and most people instead turn to
calculators. Some have said that compound interest is the most
powerful force in the world. Banks and businesses understand
its power. If you understand it, you will earn it. If you don't
understand it, you'll pay it to someone else.

The Rule of 72 makes compound interest easier to under-
stand. If youd like to double your money, pay attention to

this one:
72/APR = Number of Years to Double Your Money

This is an important concept. Let’s dig in a little more. As

mentioned earlier, APR stands for annual percentage rate. This
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is used to calculate how much interest we pay when borrowing
money. Yes, every time we use a credit card, were borrowing
from the bank. The Rule of 72 also applies to annual percentage
yield (APY), which is the return on an investment. Let’s consider
the following example: If you invested or borrowed $500 with
an interest rate of 10%, it would take just over seven years to
double the amount to $1,000—72 divided by 10% APR equals
about seven years.

Math is only one part of the wealth-building equation. It’s
also important to understand our own personalities, knowledge,
and investing style. We must understand the environment—the
markets in which we invest. Are you a rational investor who
makes most decisions by the numbers? Or are you an idealist
who has a tendency to care less about money than about other
goals? Maybe youre a guardian and are cautious with money.
You might be an artisan and lean toward the freewheeling and
daring side.

Most people have a blend of personalities. I'm an idealist
mixed with a rationalist personality. I really enjoy helping
others even when it comes at a personal cost, but also require
logic. Careless action that places my family in financial jeopardy

hurts them and limits our ability to help others.

Make Your Money Work

There is a difference between saving and investing. Saving
money is necessary for living expenses and unexpected bills.
Savings are helpful for your short- and mid-term goals and for
getting through unforeseeable circumstances.

Investing is all about putting your money to work for you.

It’s never too soon to invest. Think about owning a piece of
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your favorite company. For my son, it’s Roblox. Well, you can
buy stock, which is a share in the business. When it does well,
you can make money. If the company goes bankrupt, you could
lose all of your money. It’s really dangerous to invest money you
can’t afford to lose.

Following terrible advice from a coworker, friend, or even
an unscrupulous financial adviser could leave you frustrated,
unprepared, overwhelmed, or harmed. Many financial advisers
provide standard advice that they consider applicable to all.
Not all advisers are created equal, and many don’t operate as
fiduciaries. A fiduciary is someone who has a legal responsibility
to provide financial advice that is in your best interest.

Several years ago, the credit counseling agency I worked for
used a well-known investment firm for our retirement funds. I'll
never forget my surprise when the 401(k) representative called
me for advice and counseling. He had accumulated more than
$75,000 in credit card debt with interest rates higher than 20%.

Salomon Smith Barney required him to use personal credit
cards to charge various client expenses. The charges were from
client retention and acquisition. It was a fake-it-till-you-make-it
situation. Unfortunately, though the expenses were part of
the job, they did not reimburse most. This so-called financial
adviser was incentivized by Salomon Smith Barney to nudge
our employees to invest in funds with higher fees. Can you see
the conflict of interest? He was stuck in a difficult position. He
was trying to make ends meet. Unfortunately, it came at a cost
to his personal budget and the employees he was advising.

The fees charged by fund managers can significantly erode
gains. This is part of the reason Warren Buffett, one of the most

successful investors, recommends investing in index funds over
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the long term."”” An index fund is typically a group of stocks and
bonds that match the market’s performance. One advantage
they have is very low investment management fees. A second
benefit is that they follow the broad market, rather than trying
to pick individual stocks, which can be dangerous.

Maurie Backman, the Motley Fool author, wrote, “Back in
1999, a chimpanzee named Raven picked stocks by throwing
darts at a board. Her portfolio ultimately outperformed over
6,000 money managers by scoring a whopping 213% return for
the year. And years later, a Russian circus chimp named Lusha
assembled a portfolio that beat 94% of Russia’s mutual funds.
Kind of makes you question the benefit of paying the experts.”
Backman’s article reported a cat had better financial returns
than its competition of “professionals.”!%®

Now that’s embarrassing. So its not impossible to beat
the stock market, but it’s very unlikely. There is no shortage of
get rich quick schemes. For building wealth through the stock
market, consistency over the long term with reliable assets is the
strategy most likely to benefit you.

Investing in equities is a popular way to build wealth,
although it comes with risk. An equity investment is money
that’s invested in a company by purchasing shares of that com-
pany in the stock market. We typically trade these shares on
a stock exchange. The higher the potential return on investment,
the greater the possibility of losing money.

Many employees invest in their company’s retirement
fund and may not know they’re investing in the stock market.
This again highlights the idea that your 401(k), 403(b), or
other sponsored retirement plan administrator likely isn’t

providing the education necessary to help you understand the
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basics—never mind enough information to become a compe-
tent investor.

Investment advice can be overwhelming. Don't stress over
it. We can learn from mistakes, but worry, fear, and anxiety
can lead to emotional and physical disease. Even if you get rich,
you'll be unwell and lack whole health wealth. Getting appropri-
ate advice is a wise practice. Before investing your hard-earned

cash, learn about options and the pros and cons of each choice.

What Is the Future of Investing?

Investments will continue to change and develop with technol-
ogy, creativity, and regulation. The fundamental principles of
personal finance are centuries old and will remain relevant.

Some businesses use tokenized equity. The term refers to
digital tokens or “coins,” which represent equity shares in a cor-
poration or organization. Issuing shares as digital assets, such as
crypto coins or tokens, can be a convenient way to raise capital
for businesses. Investors may benefit from the potential of lower
fees and greater control over investments.

Consider four primary goals when investing in equities:

1. Growth

2. Income

3. Tax benefits

4. Hedge against inflation

With stocks, growth means that the company has signifi-
cant potential for capital appreciation. You've probably heard of
capital gain, which is the profit you make when you sell an asset

for more than you bought it for. Some people apply the concept
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to side hustles all the time. Platforms like Amazon and eBay
are filled with sellers who walk into their local discount store,
purchase items, and sell them for profit. Now imagine earning
money just for owning the stuff.

Growth investing is different from value investing, where
the price of the company’s stock is trading below where it
should be for reasons that are likely to change in the foreseeable
future. I'd love to get a check for the junk in my garage. Not
realistic, but owning certain stocks can be a significant source
of income.

Buy low and sell high is the name of the game. Profits made
from selling assets youve owned for a year or less are called
short-term capital gains. Gains from assets owned for longer
than a year are long-term capital gains.

Cash flow is another term for income. Real estate investing
is one way to generate positive cash flow, but there are many
more choices. You can buy ATMs or other money-generating
assets like laundry mats, vending machines, and auto rentals.
Each business has pros and cons, but real estate is a popular
choice and has built many fortunes. We'll discuss this further in
a moment.

They pay dividend income from the profits of a company to
the stockholders. An example is Coca-Cola (NYSE: KO), which
pays investors a reliable dividend that has yielded about 3%
annually. This is higher than the average S&P 500 stock, which
yields about 1.6%. I'm not suggesting Coca-Cola is the best for
dividends, since there are other possibilities with higher yields
and not much more risk.

So why would companies pay shareholders? Ultimately,

companies have three options for their stocks when they make
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a profit. They can reinvest the earnings into the business, buy
back stock, or pay dividends to shareholders. There are various
reasons for each, but I'll stick to personal finance and not dive
into corporate finance and strategy.

If youre fortunate to have money from capital gains, divi-
dends, or other investments, then you'll have to consider a tax
strategy. | say strategy since there are multiple tax rates and it’s
often worthwhile to consult with a tax professional as you con-
tinue to grow your wealth. People often pay the highest taxes on
the money they earn from their jobs, while investment income
is usually taxed at a lower rate.

The tax rate on qualified dividends can be 0%, 15%, or
20%, depending on your taxable income and filing status. The
tax rate on nonqualified dividends is the same as the tax rate on
your regular income tax bracket. In both cases, people in higher
tax brackets pay a higher dividend tax rate. Qualified dividends
are dividends from shares in domestic companies and certain
qualified foreign companies that are held for at least a specific
minimum period, known as the holding period.

We've discussed how inflation makes the stuff we buy more
expensive. How can we protect or hedge against inflation? Real
estate, savings bonds, stocks, precious metals like silver and gold,
Treasury Inflation Protected Securities (TIPS), which are loans
to the US Government, and cryptocurrency are all examples of
assets that potentially combat the effects of inflation. Low-yield
savings accounts, cash under a mattress, or money buried in the
ground are examples that will lose purchasing power value with
inflation.

High inflation can make it difficult for many people to

cover basic expenses. In 2022, the inflation rate broke records as
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it rose above 9%. Higher prices for essential items, such as food,
gasoline, and shelter, add to the burdens faced by many families.
Inflation that’s too low can weaken the economy. Low inflation
usually means an environment of low interest rates. Low rates

are good for borrowing, but not great for saving.

Managing Risk for Success

President John Kennedy said, “There are risks and costs to
action. But they are far less than the long range risks of com-
fortable inaction.”'"

There’s a risk-reward correlation to investing. High invest-
ment risks have high potential returns. Low-risk investments
will yield nothing to write home about. In fact, keeping all of
your money in cash or its equivalent can be dangerous in the
long run when you factor in inflation. This is not a suggestion
to avoid saving. Remember phase 2, save money and build
an emergency fund. Whole health wealth is about saving and
investing.

If you're unsure about your personal investing risk tolerance,
there is a link to a free assessment in the Money Talk Q&A section
of this chapter. Uncertainty is part of life. It’s risky to never invest.

When youre investing, first establish your vision for the
future, then set a goal and determine the resources and tools
that will best help you accomplish the stated goal. If your goal
is to enjoy a long career and invest throughout your working
life with the dream of retiring in the distant future, you might
consider your employer’s 401(k), 403(b), or similar work-based
retirement plan. The accounts are tax-deferred and funded
with pretax money. Contributions reduce your current taxable

income and allow you to put money away for the future.
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Don’t get discouraged if it seems like everyone around you
is a millionaire and feeling great about their wealth. They’re
not. Don’t worry if you feel less successful than others. In fact,
according to Fidelity Investments well-being research, more
than half of American workers say they are “extremely or very
concerned” about the health and stability of the economy."'

If your goal is to have a net worth above $1 million, go for
it. There are millions of millionaires. With hard work, healthy
habits, enough time, and smart financial guidance, you can
become a millionaire.

In my counseling experience, too many people focus on
looking wealthy and spend too little time building a life of
wealth. You don't need a million dollars to have a rich life. Focus
your investments in the areas where you’ll receive the greatest

return as you work toward your personal goals.
Playing with Fire?

You may not want to wait many years for retirement and you
may invest heavily or sacrifice your standard of living during
your younger years. The Financial Independence, Retire Early
(FIRE) movement is a program of extreme savings and invest-
ment that allows proponents to retire far earlier than traditional
budgets and retirement savings would allow.

By dedicating up to 70% of income to savings and invest-
ments, followers of the FIRE movement may eventually quit
their jobs and live solely off small withdrawals from their portfo-
lios decades before the conventional retirement age of sixty-five.

Retiring early has its own challenges. It’s possible to outlive
your money. Financial risks aside, many retirees struggle to find
meaningful activity, which can lead to anxiety or depression.

The initial excitement may wear off after the first few months.
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There is always the possibility of losing money when invest-
ing. With high-risk possibilities, we often blur the line between
gambling and investing. When you play the Lottery or poker,
it’s very unlikely you'll win. While both can be exciting and
entertaining, it’s likely you'll lose money. I've heard gamblers
justify their wagers as investing. There’s a reason that programs
like Gamblers Anonymous and Debtors Anonymous exist.
I remember working with a client who literally lost his house
at a casino. He had a gambling addiction and bet everything he
owned. There is a thrill that comes with the possibility of huge
financial gains.

Day trading, or buying and selling a security within the
same day, isn’t investing. Some people make money day trading.
But let’s consider the facts and the likelihood that any individual
will make money. Multiple studies show very few day traders
earn any amount of money after trading fees."!

When the market goes up, people are vocal about their
success and make themselves sound like geniuses. Not as many
share their failures, though losses occur frequently. Conversa-
tions on the site Reddit fueled trades of AMC and GameStop.
A few traders on the social communication site encouraged
buying shares of select stocks. Some traders made money, but
others lost many millions of dollars in the frenzy. When you
play with fire, there’s a chance you'll get burned. Safety is all
about managing the flame.

Many strategies exist with investing. Education and quali-
fied professionals acting as fiduciaries can help guide you. This
book does not provide specific investment strategies. The goal
is to further your education and expose you to some different
ways of thinking about your personal situation so that you can

clarify your beliefs, financial personality, and goals.
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Is Investing in a Home Positive or Negative?

While some people have fallen victim to the buy-a-house-at-
any-cost mentality, other people have amassed tremendous
wealth through real estate. My neighbor John grew his small
empire by starting as a self-employed rehabber and bought
his first home as a fixer-upper. He then implemented the buy,
repair, rent, refinance, and repeat (BRRRR) strategy.

John’s goal was to generate positive cash flow so that he
didn’t have to rely on his physical labor as he aged. His proper-
ties were assets. The key was that he understood the math and
had the tools to generate positive cash flow. In the meantime,
his assets, the properties, also appreciated in value.

Stories of real estate moguls and epic failures are extremes.
Most investors fall somewhere in the middle. If real estate is
your thing, go after it. It can be a great way to build wealth,
though it has its own risks.

One risk in real estate investing is that not all properties
produce cash flow and not all homes appreciate in value. The
latter is true when accounting for the cost of renovations.
Maybe you've experienced the frustration of owning a home
in need of endless repairs. It’s an altogether different matter to
understand the business of real estate.

You have likely heard that we calculate net worth by sub-
tracting liabilities from assets. Now, there is some disagreement
about the definitions of assets and liabilities. Take, for instance,
a primary home. Some financial advisers will say that buying
a home is the best investment you can make. Policymakers have
a significant homeownership bias toward carrying a mortgage
on a primary residence. We see this in plans like first-time

homeownership programs with various incentives such as low
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down payments, no private mortgage insurance (PMI), down
payment help, to name a few. There is also the ever-popular
mortgage interest deduction in the US tax code.

Millions of people consider homeownership #5e path to wealth.
It is part of the “American Dream.” Many people believe that
owning a house is an excellent investment, important for raising
a family, and many save as much as possible to make it come true.

The data about the benefits of owning a home is mixed in
reality. Often real estate agents and financial institutions cite
community stability when advocating for government inter-
vention in the housing market. A Johns Hopkins University
study tested direct and indirect effects of homeownership on
children’s cognitive achievement, behavior problems, and
health. The researchers concluded, “We find little evidence of
beneficial homeownership effects and suggest that previous
analyses may have mistaken selection differences for the effect
of homeownership itself.”!'?

Without proper understanding about the ins and outs of
owning a home, many consumers have fallen victim to unscru-
pulous scammers. I remember years ago, while working with the
EDIC in Boston, one aggressive community-based organization
that had a homeownership-for-all focus. The program was essen-
tially a pyramid scheme where prospective homeowners paid
monthly into a pot and waited until it was their turn to buy a house.

A separate group in Worcester, Massachusetts, gained trust
by speaking Spanish and targeting non-English speakers in their
mortgage scheme. The unsuspecting victims relied on cultural
affinity and believed the scammers had customers’ best interests
at heart. In reality, what they were selling was a high-cost pred-
atory loan product. The customers were distressed homeowners

in search of relief.
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Unfortunately, some businesses break the law in search of
profit. These are only two examples of many. It is against the
law to make people pay up front for mortgage help. Federal law
prohibits companies from collecting fees until a homeowner
has actually received an offer of relief from the lender and
accepted it. This is called the Mortgage Assistance Relief Services
(MARS) rule.

Much like car dealers who offer loans that extend car
payments and raise hidden costs, many unscrupulous lenders
misrepresent mortgage products to unsuspecting clients. They
offer negative amortizing loans where the balance increases
every month even as payments are made on time. Some lend-
ers increase the term to fifty years to get a buyer into a home
that otherwise puts their budget into deficit. The lender isn't
taking into consideration household family expenses or home
maintenance.

A home is more than a house. People make memories, both
good and bad, there. It can provide emotional security. For
some, a home is a financial nightmare. For others, a house can
be a fantastic investment, but it is a personal decision and not
“right or wrong.” There are many rich people who rent and many
who struggle to make ends meet who have a mortgage.

If youre considering buying a home to live in, may I sug-
gest using a calculator to determine if the numbers work to your
advantage? Check out this Rent vs. Buy Calculator: https://www

.schwabmoneywise.com/tools-resources/rent-vs-buy-calculator.

The Other “Coin”

Social media and technology have brought tremendous fluc-

tuations to the world of investing. A well-known influencer
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can affect billions of dollars with one tweet or TikTok video.
Dogecoin is a cryptocurrency created by software engineers as
a joke. Its market capitalization high was more than $12 billion
in 2023. Tesla founder Elon Musk is one vocal supporter of the
digital coin that has roots in a meme.

Market capitalization, or market cap, is a fancy way of
saying the total value of all shares, or in this case coins. If there
were 20 million shares selling at $50 per share, that stock or
coin would have a market cap of $1 billion.

On the flip side of digital assets, hundreds of billions of
dollars were wiped out of crypto markets in early 2021 when
Elon Musk tweeted that Tesla would stop allowing the use of
Bitcoin to buy its cars.

Investors who went all in on Squid Coin seeking specula-
tive fast money lost everything. Squid Game is a Netflix show
that took pop culture by storm in late 2021. While they did not
affiliate the digital coin with the epic series, it took advantage
of brand recognition. The popular brand helped to propel the
crypto “asset” by over 2000% in twenty-four hours. It was all
very exciting as they theoretically made millionaires overnight.

Investigators discovered that the project was a scam on
November 1, 2021, and investors lost millions of dollars. The
creators took all the invested money and ran.'”

Using blockchain technology for digital currency isnt
likely to go away. For an overview, read 7he Basics of Bitcoins
and Blockchains by Antony Lewis''* or The Bitcoin Standard:
The Decentralized Alternative to Central Banking by Saifedean
Ammous.'?

Technology has also enabled nonfungible tokens (NFTs),

which are unique digital assets built on blockchains. We use
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the blockchain tech to verify ownership of things like videos,
pictures, music, event tickets—the list of possibilities is endless.
My son and millions of other gamers are familiar with the con-
cept as they play popular games on Roblox. Users create and
sell digital items on the platform. Before you dismiss the idea
as “child’s play,” consider that the Roblox Corporation made
$2.5 billion in 2022.

To debunk the NFT craze, Geoffrey Huntley, a software
engineer, created a website that at the end of 2021 was “The
Heist of the Century” His website contained every NFT
available through the Ethereum and Solana blockchains. It was
a massive 20 TB (that’s terabytes) torrent. For context, with
1 TB you can store 250,000 photos taken with a 12 MP camera;
250 movies or 500 hours of HD video; or 6.5 million docu-
ment pages, commonly stored as Microsoft Office files, PDFs,
and presentations.''®

NFTs, however, are much more than digital pictures. The
textbook publisher Pearson plans to turn its titles into non-
fungible tokens. The Dallas Mavericks are currently using the
technology to incentivize fans to attend more games. They
reward Mavs fans with a digital collectible for each game they
attend. A four-bedroom house in Gulfport, Florida, sold for
210 Ethereum, about $654,310 as a nonfungible token. Gary
Vaynerchuk even created an NFT membership-based dining
club called the Flyfish Club (FFC).

Why, you might ask, would they do that?

Vaynerchuk explained how the membership could become
an asset to the token holder by utilizing NFTs and can later be
sold, transferred, or leased to others on the secondary market.

By udilizing NFTs, FFC (Flyfish Club) can create a loyal,
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member-community that we can provide special experiences for.
NFTs create new modernistic financial models, which will allow
FFC to deliver an exceptional and sustainable product for years
to come.”'"

Fluctuations, market uncertainty, and new tech all provide
investor opportunities. On the flip side, blindly following
advice can bring disaster. During the latter half of 2022, the
cryptocurrency market lost nearly $2 trillion, more than half of
its entire capitalization.

Regulation will develop around cryptocurrencies and digi-
tal assets. Scams will continue, and we need change to protect
investors.

In 2022, the Biden administration issued an executive
order on “Ensuring Responsible Development of Digital Assets.”
Focused on creating financial stability, protection, and inclusion,
the order cited the $3 trillion digital asset market cap and the
fact that 16% of American adults have used cryptocurrencies.''®
It remains to be seen how well the inter-agency coordination
will benefit consumers; however, it establishes a focused effort

on changing technologies.

Your Investing Action Plan

There are outstanding books and resources on investing. You can
earn degrees and study for the rest of your life. As your personal
education continues, don’t succumb to analysis paralysis. Saving
and investing require action. Learn the fundamentals, strategize,
and be sure to put your learning into practice.

Begin with a budget to determine how much you can afford
to invest. Some people are ready to aggressively invest like those

in the FIRE movement, while other people may invest with
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spare change. Comparing ourselves to other investors in “better”
situations will likely be discouraging. We can only control our
personal finances. Once you have a handle on your income and
expenses, including emergency savings, you're ready to move on
to the next step.

Diving into investing without knowledge and understand-
ing is like jumping into a swimming pool without checking to
see if there’s water; it’s really risky. You can test yourself with
this free investor quiz: https://tools.finra.org/knowledge_quiz/.
You can take additional quizzes and learn about investment
professionals and more here: https://www.investor.gov/.

Once you have a solid understanding, choose your invest-
ment strategy and start investing as soon as possible. You can
begin investing with your company’s retirement plan. Not
everyone has a company-sponsored plan. That’s okay; there are
many other options. You can open a brokerage account in less
time than it takes to read this book.

I'm a fan of investing in broad stock market index mutual
funds or electronically traded funds (ETFs). Index-tracking
funds try to match the returns and price movements of an index,
such as the S&P 500. The managers passively manage the funds
and keep costs low.

I also enjoy some real estate investing. I like the tangible
aspect and can wrap my head around the basics after spending
some time in real estate development years ago. We can choose
from a plethora of assets to invest in, though none yields a better
return than the investment in our own education and personal
development.

You might be comfortable with risk and have an entrepre-

neurial disposition. Many people put everything they have into
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building businesses. Small businesses actually contribute almost
50% of the gross domestic product in the US. It’s not for the

faint of heart, but this is a significant area of wealth generation.

Invest in Yourself and Glow Up

Be sure to invest with your head and not your emotions.
Some smart people make awful investors because they’re very
emotional. Being mindful and in control will help you make
rational investments as you build a wealthy life. How we invest
our time has a tremendous impact on the quality of our lives
and on our financial situations.

We could make an almost endless list of items with invest-
ing opportunities. Relationships, the environment, professional
development, and personal health (physical, spiritual, and
emotional) are just a few. Investing isn’t random; it takes careful
thought, research, planning, and perseverance to reap a reward.

Eating healthy foods and exercising is an investment in our
physical well-being. There’s a cost associated with an unhealthy
lifestyle. Harvard research concluded that unhealthy eating
habits cost the American health care system about $300 per
person or $50 billion per year in medical costs just for heart-
related diseases.'”

The best investment strategy is always PERSONAL. It’s
custom tailored to our risk tolerance and goals. Don't be afraid
to ask for help. Remember, it's dangerous to invest in assets
and strategies we don’t understand. Hire an adviser or coach.
Network with people outside of your current circle. Read. And
read some more. Plans with many advisers are more likely to
succeed. Ask successful friends and family for advice. As you

ask more questions, your knowledge will increase. With greater
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knowledge, you can ask better questions. Better questions lead
to better answers.

Investing can be scary and overwhelming. Determine one
thing you can do today to invest in your future. Just one thing,
and do it. Successful people don’t wait for more money, time,
ambition, or anything else before we choose to build the life we
want. Successful people invest always. Not just when it’s con-
venient, or perfect, or after we break old habits, or for instant
gratification, or when there is no fear. Courage is pressing
toward our goals, despite the fear.

Dream big, persist, and you will shine brighter than you

ever thought possible.

156



Glow Up

MONEY TALK Q&A

Q: Why is interest so important?

A: Consider the rule of 72 to help you consider how quickly
interest affects money. The equation is this: 72 divided by the
annual percentage rate (APR) of interest equals the number of
years to double your money. Consider you have $5,000 earning
5% annually. In a little over fourteen years, you'd have $10,000.

Now consider having to pay interest using a credit card
with a $5,000 balance and 30% APR. If you never used the
account and made $150 monthly payments, it would take you
over six years to pay the balance. Youd end up paying $10,884,
which includes $5,884 in interest.

Q: How much money should | save?

A: Tt depends. Many gurus will give a specific number. For
example, you need to save at least 10% of your gross monthly
income. I believe there is danger in overgeneralization. It’s ben-
eficial to create a budget and determine goals, which includes
doing the math to determine what it'll take to reach the goals.
The FIRE (Financial Independence, Retire Early) movement
suggests saving between 25% and 50% of your after-tax income
to allow you to retire in less than twenty years.

Either way, having savings to cover emergencies is crucial.
If you've been getting deeper into debt, working toward savings
while aggressively paying down debt could be a worthy goal.

For help with saving, check out:

* America Saves (https://americasaves.org/)

*  Military Saves (https://militarysaves.org/)

*  Consumer Financial Protection Bureau (https://www

.consumerfinance.gov/start-small-save-up/)
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Q: Should I wait until all of my debt is paid off before | save or
invest?

A: In most situations, no. The goal with credit card debt is to
pay balances in full each month. If you have significant debrt,
it'll likely take years to pay the balances in full. The faster the
debts are paid, the less interest you'll pay. It’s quite possible that
unexpected expenses will come up over the few years of paying

what you owe. Emergency savings will help you avoid new debt.

Q: When should | start investing?

A: As soon as possible. Consider this example from three differ-
ent investors, Dawn, Lonnie, and Sara. All three earn the same
7% annual rate of return on their investment funds. The only
difference is when and how often they save.

Dawn invests $5,000 per year, beginning at age eighteen.
At age twenty-eight, she stops. She has invested for ten years
and has contributed $50,000 total.

Lonnie invests the same $5,000 but begins where Dawn
left off. He begins investing at age twenty-cight and con-
tinues the annual $5,000 investment until he retires at age
fifty-eight. Lonnie has invested for thirty years and has put in
$150,000 total.

Sara invests $5,000 per year beginning at age eighteen and
continues investing until retirement at age fifty-eight. She has
invested for forty years and has set aside $200,000.

At the retirement age of fifty-eight, Dawn has accumulated
$602,070; Lonnie has $540,741; and Sara has a whopping
$1,142,811.
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Lonnie has invested three times as much money as Dawn,
yet Dawn’s account has a higher value. She saved for only ten
years, while Lonnie saved for thirty years. This example illus-
trates the power of compound interest; the investment return
that Dawn earned in her ten early years of saving is snowballing.
The effect is so drastic that Lonnie cant catch up, even if he

saves for an additional twenty years.

Q: How do I invest if I'm under eighteen?

A: In order for a minor to invest (or if you're opening an account
for a minor), it’s necessary to have a custodial account. Research
your options to determine what’s best for you. Here are a couple
of places to get started:

*  Fidelity (www.fidelity.com/go/youth-account/overview)

* Acorns (https://www.acorns.com/)

Q: How much money do | need to invest?

A: Less than you might think. It’s possible to invest with spare

change on a platform with low-cost options like:

*  Acorns (https://www.acorns.com/)
*  Fidelity (www.fidelity.com)

e Schwab (www.schwab.com)

Q: How much can | withdraw from my portfolio without
depleting my savings over a long retirement?

A: The general rule has been about 4% of retirement savings

annually. Many advisers use this number because it assumes
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that their clients will withdraw the same amount every year and
will continue earning over 4% on their stocks and bonds. While
the rule may be an okay place to start, it’s helpful to personalize
your spending rate. Here are a few questions to get you thinking:

What other assets or income do you have? If you have a pen-
sion, defined benefit plan, other savings, inheritance, annuities,
or other sources of retirement income, you may not need to
touch your portfolio beyond taking the minimum distribution.

How long are you planning for? I know, trying to deter-
mine life expectancy is morbid. There’s a big difference between
retiring when you're thirty versus seventy.

What will your asset allocation be? If all of your retirement
funds are in savings or certificate of deposit accounts, the yield
will probably be far less than 4%. Consider your risk tolerance
so you don’t lose sleep.

Will you have large expenses? Preexisting health conditions
can affect retirement. Do you have property to maintain? Will
family members rely on your generosity?

How can you ensure flexibility in your financial plans?

(Change is inevitable.)

Q: How do I learn my risk tolerance for investing?

A: Check out the free risk tolerance assessment from the Univer-
sity of Missouri (https://pfp.missouri.edu/research/investment

-risk-tolerance-assessment/).

Q: Where can | find helpful investing resources?

A: Investor.gov (https://www.investor.gov/) has investing quiz-

zes, tools, and plenty of resources.

160



Glow Up

Q: I have a basic understanding about investing. How can
| learn even more?

A: Consider college-level finance courses. You can take free
high-quality courses through Coursera (https://www.coursera
.org/courses’query=investment) or edX (https://www.edx.org

/learn/investing).

Q: Where should I invest my money?

A: It would be irresponsible for me to give an answer in a few
sentences. If you consider hiring an adviser, ask if they’re a fidu-
ciary to ensure they have your best interests in mind (as opposed
to being a salesperson). BrokerCheck (https://brokercheck.finra
.org/) is a free tool to research the background and experience of
brokers, advisers, and firms. FINRA also has educational pub-
lications such as “How to Find and Work with an Investment
Professional” and more.

There are many paths to financial freedom, though many
famous personalities may tell you that their way is the only
way. Educate yourself. Create a plan. Keep it simple. Stick to it.
Adjust the course as necessary. Peter Lynch, a famous investor,
mutual fund manager, and philanthropist, said, “Never invest

in any idea you can't illustrate with a crayon.”'*

For more on investing, instant access to an
Identify Your Money Type tool, an Investment
Risk Tolerance Quiz, and courses on
cryptocurrencies, visit
www.MattParadise.com/capablebonus.
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TO YOUR CREDIT

More Than Just a Score

few years ago, a young single father in a dire situation

sought my help. Kevin worked long hours driving for Uber,
but because of past mistakes and misfortunes, he was suffering
extreme consequences. Out of necessity, he leased a basic Camry
from Uber for more than $1,200 per month. To put that in
perspective, with a perfect credit record, you can finance a new
sedan for less than $400.

Kevin had fallen behind on a few bills when he was nine-
teen years old. The delinquencies caused a chain reaction that,
a few years later, led to couch-surfing and struggling to feed his
daughter, Noelle. His credit history prevented him from obtain-
ing a reasonable car loan and even an apartment.

A young woman I counseled insisted on impressing the
world with her outfits. Sarah had boxes of shoes stacked from
floor to ceiling in her small apartment. She had tremendous
fashion sense, but her shopping compulsion led her to accumu-
late tens of thousands of dollars in credit card debt.

There’s a decent chance you've heard a horror story about
debt. Maybe you've had your own personal struggles. You might
have used credit cards for the perks and rewards or relied on

credit to improve your comfort or supplement your lifestyle.
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Borrowing can feel like the simple solution to being stuck
in that place between saving money and living life with unre-
strained enthusiasm and zeal. However, credit cards can be debt
traps for many, many people.

If you find navigating credit confusing, youre not alone. Yes,
even many so-called professionals don’t agree on the fundamentals.

I remember sitting in on a lecture in Boston conducted by
a large, reputable financial services company headquartered in
the area. The talk wasn’t particularly exciting until the presenter
mentioned incorrect details about credit reporting. The blatant
untruth made my skin crawl, and though it was uncomfortable
for both me and the presenter, I stood and kindly corrected him
in front of a packed auditorium. Accurate information was nec-
essary for the seminar participants, who were service providers
receiving training, to assist their clients with personal finance.

Just because someone has recognized credentials, licenses,
or experience doesnt mean that their teaching is accurate.
I truly believe that the presenter meant no harm, but the mis-
take would have carried immeasurable consequences. If you're
wondering if this statement is overly dramatic, it’s not.

Credit affects your ability to get and keep a job. Credit
affects your ability to get housing and affordable insurance rates,
and more! Yes, credit is as important as it is controversial and
misunderstood.

People make mistakes. I've made plenty in my personal and
professional life and have learned from them. For this reason,

a useful saying is, “Trust, but verify.”

The Good, the Bad, and the Ugly

When most people refer to “good” or “bad” credit, they're

referring to a three-digit score designed to assess an individual’s
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ability to repay debt. Credit is much broader than that. Let’s
start with a basic understanding of credit by first defining dif-
ferent types.

First, but in no particular order, is revolving credit. 1f
you've ever used a credit card, then youre familiar with the
concept. It’s a type of credit in which the consumer’s balance
and minimum monthly payment can fluctuate, and where the
cardholder can avoid finance charges by paying the statement
balance within the grace period.

Examples include Home Equity Lines of Credit (HELOC:)
and retail credit cards from business such as department stores
or gas stations. Revolving accounts don’t automatically close
when the account reaches a zero balance; they remain open for
use until the lender or the consumer closes the accounts. Yes,
the lender can close an account for any reason. Account inactiv-
ity and going over the account’s borrowing limit are the primary
reasons an account might be closed.

Unlike a revolving credit card, a charge card is a non-
installment credit. Consumers repay the amount borrowed in
a short amount of time, often within thirty days. If a person
fails to pay the charge card balance in full by the due date, the
interest rate will default to a high rate like 30% APR. One
example of this type of account is American Express.

Another common type of credit is installment credit. Using
installment credit (or an installment account/installment loan),
the consumer borrows a certain amount of money and agrees to
pay it back over a fixed period. A car loan is a prime example
of installment credit. If John borrows $30,000 to buy a new
car, the lender might set his payments at $665 per month for

forty-eight months. That means that over the next forty-eight
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months, John’s payments will equal $31,920. The $30,000 is
the principal and the extra $1,920 is the interest.

Popular types of installment loans include auto loans, home
mortgages, student loans, and personal loans, which people use
for debt consolidation, large purchases, or even emergencies.

Many people lack the savings to buy new living room,
dining room, or bedroom furniture. While a $5,000 price tag
is prohibitive, a smaller number, say $150 per month, is likely
more approachable. Most auto dealerships advertise their vehi-
cles by the monthly payment, since few households can afford
$40,000. I have friends with six-figure incomes who consider
a monthly car payment a foregone conclusion, making it much
easier for the auto dealers to keep upgrading their clients to
a new vehicle every few years. This mentality helps account for
the nearly 17 million new vehicles sold in the US every year.

Car dealers are notorious for upselling and for manipulat-
ing numbers by varying the loan interest rates and increasing
the number of years/payments on the loans. Salespeople use
these variables to close deals and increase profits. If you're going
to finance a vehicle, plan for that separately from the price
negotiation.

You can search for loan terms to find the best interest rate
and then negotiate the price of the vehicle. Search online at sites
such as www.Edmunds.com and www.kelleybluebook.com to
find information such as the dealer cost, the sticker price, and
the average price paid for a vehicle.

With installment loans, it’s crucial to understand the term
length of the loan and the fees, including interest. Read the fine
print. With mortgages, there may be additional stipulations,

such as prepayment penalties. As I mentioned earlier in this
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book, mortgages can even be negatively amortizing, so your
monthly payment doesnt even cover the interest, and the
balance actually increases each month. While the Dodd-Frank
legislation limited some predatory lending practices in 2008,
they still exist.

A fourth type of credit is service credit. Examples include
phone bills, utility bills, and cable bills. Many service provid-
ers do not charge interest and most do not report on-time
payments to credit bureaus. This reporting is neutral-negative,
which addresses the common question, “I pay all my bills on
time; why isn’t my credit score higher?” However, they report
missed payments, which are harmful to your credit.

The last type of credit falls under the umbrella of high-risk
credit. Examples of high-risk lenders include payday lenders,
pawn shops, and refund-anticipation loans. Maybe you've heard
a slogan like “buy here, pay here” or “no credit, no problem.”
Some borrowers turn to these companies for emergency short-
term relief. With a payday loan, for example, a customer can
write a post-dated check to the lender for the amount of their
salary and immediately receive cash. While the loans are conve-
nient, they’re very expensive and difficult to repay.

Several years ago, a few friends and I collaborated with the
FDIC in Massachusetts and Texas to develop a quick reference
guide to understanding high-cost financial services, products,
and mainstream banking alternatives. We aimed the guide
toward community organizations and practitioners, though it’s
relevant for consumers.

You can download the entire publication by visiting www

.MattParadise.com/capablebonus.
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Use caution if a loan product or transaction service features

one or more of these elements. Avoid any lender who:

* Bases loan approval on the debtor’s assets, rather than

on their ability to repay,

*  Encourages the borrower to refinance rather than pay

off a loan so that the lender can charge additional fees,

 Tries to conceal the true cost of the loan product from
an unsuspecting or unsophisticated borrower (hiding
information may indicate fraudulent or deceptive

practices),

*  Charges excessive fees and/or interest rates beyond those

that would cover a lender’s risk and profitable return,

*  Undertakes fraudulent, high-pressure, or misleading

marketing and sales efforts,
*  Shows evidence of abusive collection practices, or

*  Aggressively solicits residents of low-income or minority

neighborhoods or other vulnerable populations.

Two significant defenses against shady business practices
are education and consumer protection laws. One of my past
roles was to lobby and advocate for consumer protections.
Connecticut, Georgia, Maine, Maryland, Massachusetts, New
Jersey, New York, North Carolina, Pennsylvania, Vermont, and
West Virginia are among the few exemplary states that continue
to maintain strong usury laws and to enforce those laws, limit-
ing the impact of predatory lending on their citizens.

The state governments have curbed the predatory activity

in these states with powerful protections. To be clear, curbed is
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different from prevented. Georgia enacted a tough anti-payday
loan law to close loopholes and strengthen penalties against
lenders that exceed the state’s 60% usury cap. You read that
correctly, 60% interest.

The other thirty-nine states have legalized payday lending
using provisions, such as mandatory databases, cooling-off periods,
attempts to stop rollovers and back-to-back transactions, and
attempts to stop people from borrowing from multple lenders.
However, even with the addition of all these measures to slow con-
sumers from over-borrowing, these laws do not stop the debt trap.

On a recent business trip to Arizona, I took mental note of
the number of financial institutions between the airport and my
short ride to the hotel. The predatory lenders and service provid-
ers vastly outnumbered the mainstream businesses. Payday lend-
ers, pawnbrokers, and other predatory lenders were everywhere.
If you think a 60% annual percentage rate is high, consider that

some predatory loans have rates that often exceed 400%.

Like a Diamond, Credit Has Cs

With a quick Google search, you'll find a range of three to
twelve Cs regarding getting credit. A couple of reasons for the
variance are the overlapping use of terms and international
considerations. I've always used five Cs to help understand

creditworthiness, and I'll outline them here.
Capacity or Cash Flow

The first element of creditworthiness is capacity, or cash flow, which
represents sufficient income each month to meet obligations.

Fun fact: Your credit score doesn’t consider your income, so
the amount of money you make doesn’t show up on your tradi-

tional credit report.
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However, lenders will consider your ability to repay a loan
by calculating your debt-to-income (DTI) ratio. They calculate
the ratio by dividing total ongoing monthly debt payments by
monthly gross income.

Remember, just because a lender says you can afford a loan
doesnt mean the math of your actual budget in line with their
decision. DTI doesnt account for living expenses such as gro-
ceries and clothing for your family. There’s only way to truly
know your cash flow and whether you can afford additional

debt. Yup, that dirty B word.
Capital

For personal loans, a lender may want to see a certain amount
of money in your accounts. The balance in your savings,
investment, or other accessible accounts is capital. A lender
can consider the capital as a backup to pay a debt if you have
cash flow issues. The capital also lowers the lender’s risk because
when a borrower’s own money is on the line, it provides a sense
of ownership and an incentive to repay the loan.

Money in the bank also shows how well someone is
managing their finances. When we have money in the bank, it
shows our ability to budget and manage cash flow beyond living
paycheck-to-paycheck.

If we're barely making ends meet from month to month,
a minor setback could derail our entire life. To a lender or even
a landlord, this could signal the possibility of not getting paid.

Landlords manage risk by asking for a security deposit. If
you've never had credit before, you may be required to give
them a cash deposit to be held as collateral.

A mortgage lender may require you to put a certain percent-

age down and cover closing costs from your personal savings.
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They may even ask for several months of bank statements to
ensure that you've been consistently putting money away. The
down payment is your vested interest, your equity in the prop-

erty, and your collateral for the loan.
Collateral

Collateral is an asset accepted as security in order to lower risk.
If car loan payments are missed, the lender can repossess the
vehicle. A pawn shop will hold your valuables for a period
in exchange for a loan. If you have a mortgage, the collateral
is the home. Lenders don’t want your home; they want your
money so they can lend it and earn more money. To a borrower,
a mortgage represents more than a loan. It represents the home
where memories are made. It could be a cash-flowing asset at
the center of financial independence.

Someone with a poor credit history may resort to a high-
risk loan, such as a title loan, which comes with a high interest
rate and your vehicle on the line. If you miss payments, then
the vehicle belongs to the lender, even if the value is greater
than the amount you owe. When lenders use a person’s house or
car as collateral, they have a greater assurance that the loan will
be repaid.

Collateral creates the difference between two types of debt:
secured and unsecured. The debt becomes secured when collat-

eral is required.
Condlitions

This C of credit encompasses both the loan specifics and broader
economic conditions. Loan terms include the purpose of a loan,

the amount, and the interest rate. The state of the economy,
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overall industry trends, or changes to legislation can all affect
your ability to get a loan.

Landlords may adjust rent based on supply and demand,
interest rates, inflation, tax, and other factors. During a recession,
credit card issuers may reduce available credit by closing accounts
or lowering individual credit limits. For more on credit conditions,
check out https://www.newyorkfed.org/outreach-and-education
/community-development/credit-conditions.

An individual’s creditworthiness isn't considered in isolation.

It really is a relative assessment.
Character

The last, but certainly not least C of credit, is character. What
comes to mind when you think about character? I've received
answers that range from traits such as honesty, trustworthiness,
and patience to the other end of the thought process where
superheroes and comic book characters land. When I follow up
and ask how all of that relates to credit, my audience members
often wear expressions similar to the one you might have while
reading this—a blank stare.

When we assess someone’s character, we determine how
trustworthy and reliable we think they are.

Consider this example: A random stranger walks up to you
on the street and says, “You don’t know me, but I really need to
borrow your car. It’s an emergency. I'm reliable and trustworthy.
I’ll fill up the tank before returning your vehicle. There won’t be
a scratch on it, and I'll return it right on time. So, can I grab
your keys? You trust me, right?”

While I like to believe in the virtues of my fellow humans,

I subscribe to the saying “trust, but verify.”
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When we judge somebody’s character, do we just listen to
what they say? No. Talk is cheap. We want to see actions. Lend-
ers consider many of the same traits. The various ways we've
handled financial obligations show up on our credit reports,
both the negative and the positive.

Character is arguably the most important C. Lenders are
interested in an applicant’s history and how we paid loans in
the past. On a deeper level, character is about trust. If a family
is renting one side of their two-unit home, they need to feel safe.
They want to make sure their home is cared for and that the
relationship with their neighbors is good.

An employer needs a productive and trustworthy employee.
One hiring manager told me, “I evaluate credit reports when
I consider hiring an employee. The report provides insight
into how someone manages their finances, but it also gives me
insight into their character.”

As mentioned earlier, credit doesn’t equal debt. There are
many credit reporting agencies and many scores. They all vary
in how they weigh the Cs, but all will consider these five: capac-

ity, capital, collateral, conditions, and character.

The Safety and Benefits of Credit Cards

Often, installment and revolving debts keep families living
beyond their means. This can’t go on indefinitely. I've counseled
many households who didn't realize that high-interest credit
cards subsidized their lifestyle. The adults called for help once
they reached their credit limits, at which point they had to make
tough decisions to work toward a positive monthly cash flow.
Sometimes the debt financed a business; other times

unexpected medical expenses delivered a significant shock. Too
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often, debt financed a lavish lifestyle, possibly including coffee
with friends, an outing to a movie theater, a nicer car, or dining
out to enjoy favorite foods. For some parents, the necessity of
buying clothes for kids became, “That is too cute! I need that
outfit for my child.”

Some well-known personalities recommend avoiding debt
and credit altogether. Their stance is that everyone should buy
everything with cash and, when that’s not possible, use debit
cards. That advice is foolish and even reckless.

We live in a credit-based society. Building credit can help
with building a career; many employers check credit in the
employment screening process. We can leverage credit to build
wealth, such as an investment in real estate. It plays a critical
role when renting an apartment. We use credit for renting
cars and for traveling. Yes, you can rent a hotel room without
a credit card, but make sure you have enough money to cover
your hotel stay, all the required deposits, and your general living
expenses for a week or more after you leave the hotel. The “hold”
on debit cards may be higher than if you were to use a revolv-
ing card.

Credit is an area where I believe “personal” should remain
prominent. I've worked with some individuals who have never
once used credit cards or loans. I have friends who choose to live
off the grid and produce everything they consume. On the flip
side, many financial empires have been built using credit. 'm
not judging one way or the other, though I have my preference.

If your ideal life is one where you don’t need financial
products, services, or modern amenities, go for it. In fact, many
people do. It’s quite possible to live a happy, healthy life doing

so. Personally, that’s not the life my family chooses. If it’s not
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the life you choose, I'd suggest that you keep an open mind and
educate yourself about living in a credit-based economy.

I recommend using a credit card over a debit card. (7hat
does not mean carrying a balance. The goal with credit cards is to
pay the balance in full every month.) One reason is for superior
fraud protection. The Electronic Fund Transfer Act (EFTA)
protects consumers when they transfer funds. This includes
the use of debit cards, automated teller machines (ATMs), and
automatic withdrawals from a bank account. It’s important to
recognize that you may still be responsible for fraud or theft
from your account.

If there are unauthorized withdrawals from a card that is

lost or stolen, consider:

* They limit total loss to $500 if you notify the financial

institution within two business days.

*  Your loss could be up to $5,000 if you notify the

institution between three and fifty-nine days.

* Ifyou do not report the loss within sixty business days,
you risk an unlimited loss on transfers made after the
sixty-day period—you could lose all the money in the

account plus maximum overdraft fees, if any.
p Y.

Most credit cards offer zero liability and the companies
monitor accounts for fraudulent activity. When there is unau-
thorized use, someone is stealing from the financial institution,
and the company uses their resources to resolve the issue. When
there’s fraudulent activity on a debit account, it’s your money.
In my experience, the institution is far less motivated to replace

the money in your account.
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At the very least, if you choose to use debit cards for pur-
chases, monitor your account frequently.

Besides safety, credit cards often provide additional benefits.
Account rewards can be significant. I have a friend who charged
almost everything, including his mortgage, every month. He
needed to make the house payment, and he planned for it in
his budget. Charging his mortgage payment on his credit card
allowed him to reap massive airline miles.

Personally, in our household, we use a few cards within
a month. We have one that we use only for gas and we receive
a 5% rebate at gas stations in addition to any other incentives.
We use another card that gives us 5% back on groceries. Our
card literally pays us when we use it to buy the food we bud-
geted for. Though it’s easier said than done, the goal is to pay
credit card balances in full every single month within the
billing cycle. When you pay the entire balance before the due
date, you avoid interest charges.

If you can only afford the minimum payment, then the
card is subsidizing your lifestyle. I understand that sometimes
we use cards for emergencies, such as auto repairs or medical
expenses. Credit card interest is brutal long-term.

CareCredit is a popular medical credit card offered by
many medical offices during the visit. Dentists, chiropractors,
and veterinarians are examples of where you might find the
card accepted. If a dentist tells you that you need a procedure
to avoid life-threatening consequences, you'll try to make it
happen. If you don’t have the cash or credit available on another
card, the healthcare provider may offer you the convenience
of a CareCredit card on the spot. While convenient, the cards

usually come with a 26.99% annual percentage rate.
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Let’s do some quick math. If you have a $5,000 dental bill
and make a monthly payment that includes interest plus 1%
every month with a 27% APR, it'll take about 290 months to
pay the balance in full. If you thought the bill was high, the
total you'll end up paying is more than $10,500. While com-
pounding is great for saving and investing, it’s terrible when you
have to pay interest.

If you're not convinced by these benefits alone, there are
more benefits to using credit cards over debit cards for pur-
chases. Let’s not underestimate convenience. If you ever rent
a hotel room, a credit card is the way to go. Using a debit card
for a hotel room isn’t wise for several reasons. The biggest one
is that many of us don’t have enough money in our accounts
to cover room rates, taxes, and the temporary deposit for inci-
dentals. With a credit card, the incidentals deposit is a hold on
your credit card. But with a debit card, the money in your bank
account is reduced, and it could take up to a week for the hotel
to give it back.

Most gas stations also place a hold on your account when
you pay with a debit card, and the amount of the hold often
exceeds the amount of gas you purchase. If youre not careful,
this hold can lead to account overdraw and costly fees.

Renting a car with a debit card can present challenges too.
Rental companies place a hold for the estimated charges of
the rental and, in addition, can request an extra hold based on
certain factors they deem appropriate. They may get additional
authorizations from your account to cover the rental. These
charges may include (but are not limited to) a cleaning fee and
an extra fee for extending the rental period.

Here’s the last, but not least, reason I prefer to use credit

cards. Often, the rental agency will run a credit inquiry when
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you pay by debit card. This can cause a “hard” inquiry on your
credit report. Hard inquiries lower credit scores. There are other
pros and cons to credit versus debit, but I think I've made
a pretty good case.

An important note: Just because your debit card has a Mas-
tercard or Visa logo and you choose “credit” at the point of sale
or transaction doesnt mean youre paying with credit. It refers
to the payment process method, and your bank or credit union
may charge you additional fees.

The convenience, safety, and benefits of credit cards aren’t the
only reason I disagree with an anti-credit stance. Credit does not
equal debt. Credit is much broader and more significant in our

largely credit-based economy than credit cards or credit scores.

The Downside of Using Credit Cards

So, is credit important and if so, why?

I'll say, first, an emphatic yes. Credit enables our economy
to function. Many businesses rely on credit to operate. As we've
established, you've likely used or are using some type of credit
even if you don’t use revolving accounts. If you have a cell
phone, internet, electricity, or indoor plumbing, youre using
forms of service credit.

Youre probably familiar with some negative aspects of
borrowing. As a credit counselor, I spoke with people daily who
were drowning in debt. It was common for people to call the
office with six figures in credit card debt. Few called for educa-
tion or strategies to avoid financial difficulties, even though the
counseling was free.

The most revolving debt I remember one person having

was just over $500,000, all on credit cards charging more than
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a25% APR. It’s too easy to accumulate debt. Consider findings
from a February 2021 MIT report that examined the neurosci-

ence of buying things:

*  Using credit cards stimulates the brain’s reward system

and an urge for further spending.

* People were more willing to buy more expensive items
with credit than cash and spent more overall when

using a credit card.

*  When people bought things with a credit card, brain
scans using an MRI revealed that the striatum,
a region of the brain’s reward system, was activated.
The striatum releases dopamine, a hormone involved
in reward, reinforcement, pleasure, and even

addiction.'?!

Important for Jobs

With a warning about the debt trap, let’s consider ways we use
credit beyond the possibility of debt. First, many employers
consider an applicant’s credit when they hire. According to the
Professional Background Screening Association (PBSA), 95%
of companies conduct some type of background check on
potential employees—the majority, 51% pull credit or financial
checks on all job candidates.'”

The largest employer in the United States, the military, con-
siders the credit of their employees, not only during the hiring
process, but also throughout their career. A service member
can lose their security clearance and their job, based on what

appears on their credit report.
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»

In introducing this book, I told you about “Stephen,
a high-ranking member of the military. He was very clear that
our conversation needed to be confidential because the mere act
of speaking with a credit counselor about unmanageable debt
was a security threat. He had the genuine concern of losing his
job over the accumulated debt. Fortunately, we created a work-
able plan to manage cash flow, pay down debt, reduce interest
rates, and save his career.

You might be one of millions of people who consider such
practices invasive. Layering on top of concerns of “none of your
business” is the fact that many credit reports have errors. Con-
sumer Reports found that more than one-third of consumers
have errors on their reports.'*

Politicians have proposed to overhaul the system of credit
reporting. While it’s unlikely that a new public credit reporting
agency will eliminate the existing companies anytime soon, it
puts the need for reform in the spotlight. If you think a credit
report is out of bounds for a potential employer to see, it’s just
the beginning.

Consider the awe and disbelief of one of my high school
classes. I had the privilege of working with them while serving
on the board of a nonprofit that taught career pathways and
provided education, academic support, and internships to
inner-city youth.

One group of students in East Boston was interested in
criminal justice. I brought on a friend who trained recruits at the
Boston Police Department for twenty-plus years. He explained
to the students that, when applying to the academy, the BPD
considers many factors. He highlighted the importance of being

<« » .
one person’—the same person at home, at school, and out in
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public. Even when accepted into the police training academy,
they can kick the recruit out if there is questionable content on
their social media.

This idea sparked some spirited debate, since it appalled
many students that their actions in their personal lives could
affect their careers.

You might ask why an employer cares about your credit
report or social media. While training a group of hiring man-
agers, I asked for their personal opinions for additional insight.
One participant said that, for her company, the credit report
showed the character of an individual: “The report shows if they
were responsible with their money and if they paid bills on time
or not. If the employee is having trouble with their finances,
then they may have problems on the job. They could have trou-
ble focusing, and the stress of debt could reduce productivity.”

If you don’t want to lose the opportunity for your dream
job, you would be wise to ensure that your credit report is the
best it can be. While careers are one significant reason credit is

important, they’re not the only reason.

Important for Shelter

Another significant reason to maintain a strong credit rating is
for housing. For sure, credit matters when getting a loan of any
type, including a mortgage. But even if youre not interested in
buying a home, landlords in search of the perfect tenant use
credit reports to weed out potential renters. Landlords want to
understand the character of their tenants because they want to
gauge trustworthiness.

In providing education and counseling to individuals

and families in homeless shelters, I also provided training for
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employees of social service agencies. The train-the-trainer model
was critical because in prior years, the rehousing agents would
work tirelessly, sometimes for years with a client, only to find
out that a landlord wouldn’t rent to an individual. Sometimes
the landlord was willing, but a past due utility bill showed up

on a credit report and impeded a lease.

Important for Safety

Another reason for understanding credit and reporting is personal
safety. Domestic violence shelters are an unfortunate necessity. It
breaks my heart that domestic violence exists in the first place,
and the violence has increased during the COVID-19 pandemic.'*

It’s possible for abusers to find personal information on
credit reports. Creditors, utility companies, and other entities
who run the reports update current addresses. Economic entan-
glement, or a compromising relationship, makes it difficult for
survivors to leave an abuser and be self-sufficient. It forces some
to return to unsafe situations for economic reasons.

The following resources provide information on credit and
credit scoring and provide survivors with tools to obtain eco-
nomic self-sufficiency.

Center for Survivor Agency & Justice (www.csaj.org) is
a national organization dedicated to enhancing advocacy for
survivors of intimate partner violence. The organization has
made available recordings and presentations with topics such as
credit reporting and repair for survivors, credit checks (as a bar-
rier to employment), and the use of identity theft by domestic
violence perpetrators.

National Resource Center on Domestic Violence (https://
vawnet.org/sc/credit) offers a free resource library on gender-

based violence.
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If you or someone you know is at risk for domestic violence,

here are additional resources:

*  Domestic Shelters (www.domesticshelters.org/)

e Women’s Law (www.womenslaw.org/find-help

/advocates-and-shelters)

¢ National Domestic Violence Hotline
(www.thehotline.org/), 1-800-799-SAFE (7233),
or TTY 1-800-787-3224

¢ National Sexual Assault Hotline, 1-800-656-HOPE

An abuser can monitor internet usage and it’s impossible to
clear your browser’s history completely. If you're concerned that
someone might check your web access, call a toll-free hotline

for help.

Important for Protection

The last reason T’ll list to illustrate the importance of credit is for
insurance. In all but a few states, a low credit score will probably
increase your insurance premiums. You could have a perfect
driving record and still have an increased car insurance premium
because of your credit. The Federal Trade Commission found
in an independent study that credit-based insurance scores are
effective predictors of risk.

Credit can also affect other insurance costs, such as home,
renters, and even life insurance. Notice how I said “credit” and
not credit score? I mentioned that credit is much larger than just
one three-digit number. So many terms: credit, credit bureaus/
credit reporting agencies, credit reports, and credit scores. No

wonder there’s so much confusion.
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MONEY TALK Q&A

Q: How can | build/establish credit?

A: Building credit can feel like a catch-22. To get it, you need to
first have it. Don’t despair—the following are a couple of tried-

and-true ways to build credit:

1. You can get a secured credit card or loan. This type of
account usually costs more than an unsecured account,
so be careful to read the fine print and consider if the
expense is worthwhile. As an example, the vehicle
secures a car loan. Using the loan to build credit will
be expensive, particularly with the interest you'll pay. If
you have a deposit account, your bank or credit union

may have a credit-building product for you.

2. Another way to build credit is to ask a family member
or friend to put you on one or multiple accounts that
they actively use. As long as they report the accounts
to the three main credit bureaus, this will build your

credit at no additional cost.

Q: How do | fix credit report errors?

A: The process to fix errors often takes time. There are compa-
nies that will take your money for credit repair; be aware of the
details. The company can’t promise results and can be expensive.

Consider the following resources to help correct errors:

e Consumer Financial Protection Bureau
(www.consumerfinance.gov/about-us/blog/common

-errors-credit-report-and-how-get-them-fixed/)
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e Federal Trade Commission (FTC)
( www.consumer.ftc.gov/articles/disputing-errors-your

~credit-reports and www.consumer.ftc.gov/sites/default

/files/articles/pdf/pdf-0034-credit-repair.pdf)

Q: How do | fix bad credit?

A: There’s not a quick fix or magic formula that will erase debt or
negative information from your credit report. If you have debt,
it’s helpful to have a holistic view of the situation. Consider
all debts, not just the one causing the most trouble. Consider
assets and the household budget.

If you're considering the services of a credit counselor, this
resource from the FTC is a good place to start: www.consumer
ftc.gov/articles/0153-choosing-credit-counselor.

You can find local credit counselors through the National

Foundation for Credit Counseling (www.nfcc.org/).

Q: What's the best way to pay off debt?

A: Start with a comprehensive plan that includes a budget. Account
for every dollar of income, expenses, assets, and liabilities. The
details matter. Experian (https://www.experian.com/blogs/ask-
experian/credit-card-payoff-calculator/) has a credit card payoff
calculator. For additional strategies, check out the FTC (www

.consumer.ftc.gov/articles/getting-out-debt).

To receive free credit-related resources such as
information on the use of credit in employment,
visit www.MattParadise.com/capablebonus.
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DON'T JUDGE ME;
IT'S ONLY THREE DIGITS

ne of the most expensive aspects of debt is the shame, guil,
O and anxiety that often accompany the money owed. In her
novel Evermore, Alyson Noél wrote, “Forgiveness is healing . . .
especially forgiving yourself.”'* Some of you need empathy and
healing. If debt is your reality, embrace the opportunity to build
discipline. Allow yourself grace. Seek help as needed.

I met Kim while volunteering at a local anti-poverty agency.
She was a young woman who aged out of foster care, which
happens when someone graduates from high school or turns
eighteen. She became homeless immediately.

Kim had less-than-perfect credit. Even though she never
used credit cards, she had delinquent student loans. While
striving to become self-sufficient, she pursued her education.
Unfortunately, the for-profit school where she enrolled was one
of many online programs that defrauded students. Despite the
fraud, a collection agency persistently attempted to collect the
tens of thousands of dollars in student loan debt. Even worse
than her owing money was the fact that her school certificate
was worthless.

Kim was overwhelmed with emotions due to the stress.
When she tried to get a job or an apartment, she was told that

her poor credit was the reason they denied her. The lack of
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academic credentials made it nearly impossible for her to earn
a living wage.

During our first meeting, we reviewed her credit report
and developed a strategy to deal with the student loans. It took
about eight months, but we had the debt forgiven and removed
from her report. Kim was excited beyond words the day a land-
lord accepted her rental application. That day, Kim took one
huge, hopeful step toward stability and self-sufficiency.

Unfortunately, Kim’s story of struggle is not unique. Teen-
agers who age out of foster care are at high risk for becoming
homeless during the transition to self-sufficiency. A national
study found about 38% of “aged-out” young adults had been

homeless at least once by age twenty-six.'*

Who's Reporting What?

Now that we have a solid basic understanding about credit and
its importance, let’s dive deeper to learn about reporting and
scoring.

A credit reporting agency (CRA), or credit bureau, is
a business that maintains historical and personal finance-related
information about individuals and businesses. Compiling infor-
mation from all different sources such as lenders, employers,
landlords, and utility companies, the agencies produce a report.
The three most well-known credit bureaus are Equifax, Experian,
and TransUnion.

Getting a credit report is critical for everyone, even if you're
not applying for a loan. One reason to review your report is
for early fraud detection. Here’s why. A few years ago, Melissa
came to me for help. She was paying her bills, but her loan

applications were getting denied and she was receiving odd
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notices from the IRS. We pulled her credit report and found
multiple jobs reported in states where she had never lived. We
followed the information and found that another woman was
using Melissa’s social security number.

If you've never seen your report, or it's been a while, go do
it. It’s free by law.

To order your credit report, visit www.AnnualCreditReport
.com, or call (877) 322-8228. You may order your reports from
each of the three nationwide credit reporting companies at once,
or you can order your report from each of the companies one
at a time.

UPDATE: Because of the COVID-19 pandemic, everyone
in the US can get six free credit reports per year through 2026
by visiting the Equifax website, www.equifax.com, or by calling
(866) 349-5191. Thats in addition to the one free Equifax
report (plus your Experian and TransUnion reports) you can get

at www.AnnualCreditReport.com.

Beyond the Big Three

While the three listed agencies are the primary national CRAs,
there are many more. For instance, ChexSystems is a large
agency that provides account verification services. They collect
and report data on checking account applications, openings,
and closures, including reasons for account closure. I've had cli-
ents who had challenges opening a deposit account and the first
step we took was to run the ChexSystems (www.chexsystems
.com) report. You can get your report for free.

Other agencies have specific areas of attention. For instance,
MIB, Inc., collects information about medical conditions and

reports this information to life and health insurance companies
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to assess your risk and eligibility during the underwriting of
individual life, health, disability, illness, and long-term care
insurance policies. Milliman IntelliScript (www.rxhistories.com/)
collects prescription drug purchase history to quantify the rela-
tive mortality risk of life insurance applicants.

Several other agencies specifically track low-income and
subprime borrowers. Subprime just means an individual has less-
than-perfect credit. The agencies collect consumer information
for, and provide data to, payday lenders, rent-to-own businesses,
furniture stores that offer financing, auto finance and leasing
companies, high-risk consumer finance businesses, subprime
home lending businesses, subprime card issuers, banks, credit
unions, cable/telecom companies, and debt buyers/collectors.

Did you know that there are companies that monitor and
report about retail product return and exchange fraud and abuse
(www.signifyd.com/)? A retail company can decide that you've
returned or exchanged too many items and stop you from doing

so in the future.

Not All History Is Nostalgic

There are pros and cons to our current system of credit. I had
an employee who enjoyed regaling anyone who would listen
about banking stories from the 1960s. “Back in the day” meant
significant prejudice. Redlining, as I discussed earlier in this
book, was common practice. Gender disparities were also ram-
pant. Getting a loan as a single woman was all but impossible.
In fact, it wasn’t until the passage in 1974 of the Equal Credit
Opportunity Act that women won the legal right to apply for

credit cards without their husbands.
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Credit cards as we know them today grew from the Diners
Club card in 1950, where the cardholder had to pay the entire
balance each month, to introducing magnetic stripe verification
in the 1960s, and smart chip technology introduced to US con-
sumers in October 2015. Now, well into the twenty-first cen-
tury, we have a “buy now, pay later” culture that is commonly
accepted. Despite complaints about credit bureau overreach and
reporting errors, our current system is far less discriminatory

than ever. That doesnt mean it’s perfect; it’s far from it.

Competition Brings Change

Several years ago, the three main credit bureaus created
VantageScore in order to compete in the market in search of
greater profit. The main credit score, used by over 90% of lend-
ers, is called the FICO score. FICO, a data analytics company,
got its name from the business’s founders, Bill Fair and Earl
Isaac, in 1956. The company focuses mainly on consumer credit
risk and sells the three-digit classic score, which ranges from
300 to 850.

Besides the base credit score, there are additional scores
like FICO Auto Scores used in mortgage lending, and FICO
Bankcard Scores. These versions range from 250 to 900. Many
lenders use the information on a credit report and also employ
their proprietary scoring model. They may even give a letter
grade such as A, B, or C rather than a number. The type of
loan you are seeking will influence the risk assessment as well.
For instance, a mortgage lender will look at all three big credit
bureaus, Experian, Equifax, and TransUnion, and calculate the

average score.
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You may have experienced some level of confusion with
credit reporting and scoring. In fact, past reporters have spent
years on assignment striving for a “perfect” score only to fall short.
According to the Fair Issac Corporation, less than 2% of the
population actually gets 850, the highest FICO score possible.'*”

I've reviewed tens of thousands of credit reports and scores,
and I've never seen an 850. While I have seen scores in the high
820s to the 830s, after a certain point, the exact number doesn’t
matter. Here’s a rough breakdown of how lenders view various

groupings of FICO Scores:

«  Exceptional 800+

* Very good 740 to 799
*  Good 670 to 739

*  Fair 580 to 669

e Poor 579 and lower!?

Most lenders consider a FICO base score above 760 an
excellent score. They will probably approve a loan application
if we satisfy the lender with other factors like income and debt
ratio. Everything being equal, we're not likely to receive better
terms on a loan if we have a 770 vs. 820 score. However, there
is an actual cost between the highest and lowest tiers. Consider
the difference in cost on a thirty-year, $400,000 mortgage with
an APR of 4% vs. 8%. The difference is $369,143 extra in
interest paid to the lender over thirty years.

Income doesn't affect the score. I've seen very low-income
households with credit scores above 800 and have also seen

plenty of six-figure earners with scores in the low 600s. While
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FICO doesn’t release the exact details of their “secret sauce,”

they provide an overview of the factors affecting every score.
Calculating the Score

Let’s break each section down starting with the most significant
factor, payment history, which accounts for 35%, more than
one-third of the score. This concept is straightforward; on-time
payments are good, and late payments impact the score nega-
tively. The nuance in this section lies with recency and severity.

The most recent payment history has greater weight in the
scoring model. You could have years of on-time payments, but
a few recent late payments will lower your score. This gets into
the severity portion. The greater the number of late payments
on one account, and/or the greater the number of accounts
reported as late, the more severe the impact will be on the score.
Accounts become reported to the credit bureaus as late when
the payment is over thirty days late.

The amounts owed section accounts for 30% of the score.
This portion considers account balances but also credit utiliza-
tion, which is the term for the amount of money owed relative
to the available credit. This applies to revolving debt such as
credit cards. For instance, a $1,000 balance on an account with
a $1,000 limit would mean 100% utilization. A $500 balance
and a $1,000 limit would mean 50% utilization.

Though it may be counterintuitive, using an account can
lower your credit score. The higher the utilization is, the greater
the negative impact will be. A general rule is to keep your utili-
zation below 20% of your credit limit. If you spend over 20%

of your limit, then your credit score will drop.

193



Financially Capable

For instance, if you have a credit limit of $5,000, it’s best
to keep the balance under $1,000. Beware. You can still have
a high reported amount owed, even if you pay your card bal-
ances in full every month. Credit card companies report each
account to credit bureaus on different dates, and those dates
differ from your billing cycle. The statement cycle affects the
payment due date, but is independent of credit reporting.

Consider a credit card account with a payment due on
the tenth of each month, and the credit card company reports
balances to the credit bureau on the first of every month. If
you pay your balance in full after the first, there will still be
a balance on the credit report. Individual account utilization
and cumulative usage, or the total amount owed relative to the
combined available credit, can affect your credit.

Depending on your situation, hearing the oversimplified
advice to pay all bills on time and keep revolving balances low
may be frustrating. It may not even be possible at the moment.
If that is the case, I encourage you to seek help. There are many
helpful counselors and coaches who can help you get your debt
under control.

Credit cards can be a great tool and may offer fantastic
rewards. Paying the balances in full every month will help you
ensure you don’t let your debts get out of control and that you
avoid paying interest. Even if this goal seems out of reach, it’s
still worthwhile to strive toward. If you're using a high percent-
age of credit, lenders may think that you're overextended and
that you may be a greater risk for defaulting.

Length of credit history is the next largest section of the
FICO score, which accounts for 15%. I think of this section as

building trust with action. As a general rule, a longer history
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will help increase your score. Your FICO scores take these mea-

sures into account:

*  How long your credit accounts have been open,
including the age of your oldest account, the age of
your newest account, and an average age of all your

accounts

*  How long it has been since you used accounts

The last two sections have equal weight in the calculation of
the FICO score: types of credit in use and new credit account
for 10% each of the total score. The credit mix includes credit
cards, retail accounts, installment loans, finance company
accounts, and mortgage loans. It doesnt mean that you need
every type of account to have an excellent score. Remember to
keep each section in perspective. This section is a small portion
of the overall score.

The last part, new credit, comes into play every time you
apply for a new account. Even if you're denied a loan, each time
you apply, it counts as a “hard” inquiry and lowers your score.
The more recent the inquiries, the lower your score will be.

There are some exceptions to the rule. Shopping for mort-
gages is the most notable. When looking for the best home loan,
consumers have a forty-five-day window where all mortgage
inquiries only count as one. As a general rule, only apply for
credit when you need it. Anyone can check their credit score
as often as theyd like without negative impact. These “soft”
inquiries do not affect your credit score. As a general rule, only
apply for credit when you need it. Anyone can check their
credit score as often as theyd like without negative impact.

These “soft” inquiries do not affect your credit score. and no
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one else can see these inquiries. Beware, when we apply for
a loan, the hard inquiry activates “credit triggers” or “trigger
leads”. Credit bureaus sell the leads to lenders and insurance
companies who are looking for pre-screened customers. You
can opt out of receiving these solicitations by calling toll-free
1-888-5-OPTOUT (1-888-567-8688) or visiting http://www

.optoutprescreen.com.

United, but Different

While the details of scores matter, it’s crucial to not lose sight
of the big picture. I'd like to offer my own personal examples.
Before my wife and I married over fifteen years ago, we sat down
and discussed our finances. We printed credit reports, shared
financial statements, and brought our individual budgets to the
table. We left no stone unturned. Our goal was to understand
each other’s habits and work toward one unified plan.

Our families had different values in raising us as children,
and it affected how we treated money. My wife grew up in
Massachusetts, though she was born in Hong Kong. Her family
had some traditional Chinese values and experiences, which
influenced their parenting. As a child, my mother-in-law
walked to the well and had to carry buckets of water to the
house for the water supply. My father-in-law had many siblings,
and food was scarce. He’s told me stories of how he had to get
to the dinner table quickly and eat as fast as possible or the food
would be gone.

My wife’s parents taught her frugality and exemplified it in
their lives. When they moved to the US, they had very little
and relied on the generosity and family values of my mother-in-

law’s parents, who had a house in the Boston suburbs. My wife’s
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grandmother had fled mainland China to Hong Kong during
WWII with a child on her back and the items she could carry.
With fierce determination, she married, saved money, and made
a life full of opportunity for her children and grandchildren.

My in-laws made the most of the opportunity, gained skills
for productive careers, and saved for the things they considered
necessary. Family stability and a solid future for their children
topped the list. After living with family members, they pur-
chased a modest home with mostly cash and saved for their chil-
dren’s education. Their determination and foresight provided
college opportunities for their children.

My wife was fortunate to graduate from a prestigious school
with very little student loan debt. Her parents taught her that if
you want to buy something, you save for it. When she needed
a car to drive to work, she bought it with cash, understand-
ing that taking on debt would drag her down. She had litte
knowledge about the specific details of credit scoring, but she
understood solid financial principles and stayed the course.

My upbringing was different. I was born and raised in New
England during a time of growing consumerism. My parents
gave me and my brothers everything they could buy to make
us happy. They lived above their means, and the success of my
grandfather subsidized our lives. We had lots of stuff. Christ-
mas and birthdays were lavish. We came to expect the next
new thing.

My son makes fun of me now because he’s seen the VHS
tapes of the celebrations and one particular moment when
I received my first pocket knife. I screamed with glee. Pinch-
ing pennies and planning for the distant future weren’t values

I learned. I learned frugality through scarcity when I moved
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out of my parents’ home at age sixteen. There were days when
I didn’t have food and lacked transportation to get to a grocery
store, which was over thirty miles away.

Through grace and serendipity, I survived and built a career.
A friend suggested that because I was a high school dropout,
a GED would be beneficial for my future, so I took the test.
Some other friends suggested college, but I lacked the funds
and feared the price tag and student debt.

I had friends who supported me and my life took many
more twists and turns that may make it into some future book,
but for now, I'm presenting the simplified version. I'd be remiss
in omitting my gratitude to Howard, Gary, Steve, Cire, Tim,
and the many others who helped keep me alive and growing as
a young adult.

The credit counseling industry was a learning experience for
me. [ learned the nuances of credit scoring. Though, as we're
aware, knowledge doesn’t automatically lead to success. I had
the “buy now, pay later” mentality and simply felt better by
buying stuff. Sometimes I justified personal wants as needs.
Living on the third floor, I “needed” an air conditioner, so
I bought a fancy programmable one that made the room ice-
cold on a timer. This way I could come home and relax. My
spending mentality led to credit card debt.

When my wife and I sat down to review our finances,
I owed about $8,000. This may or may not sound like a lot
to you; however, with my $20,000 salary, it was a significant
amount. Despite the debt, I prided myself on the fact that the
payments were current and my credit score was excellent.

I understood how to work the credit system and found

comfort in the arbitrary benchmark. The fact is that I had habits
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that, without change, would have led to financial catastrophe.
My wife, without knowledge of what went into a credit score,
had an excellent score too. She lived a disciplined life and only
bought what she needed and paid her bills in full every month.
She didn’t have any debt, and she had developed habits that
served her well. Financial health was her personal goal, and she
was in tip-top shape.

It took considerable work to bring our different philoso-
phies, habits, and personalities into one workable plan. Remem-
ber cassette tapes and CDs? My wife alphabetized her music,
while mine didn’t always match the corresponding cases. This
is one minor example of how very different we are. Despite the
differences, we continue to make it work.

First, we started with a common foundation. For us as
Christians, the Bible provided core guiding principles in many
areas of our life together, including how we manage money.
Love may sound cheesy, but in our lives, it was an active verb.
When we remember that love always protects, it informs our
decisions and creates stability. We were honest and open about
finances. We chose to trust each other. Through all difficulties,
sicknesses and health, rich and poor times, we persevered. Love
never failed us as we were getting started in our relationship,
and it still guides us now almost twenty years later.

Communication continues to be a fundamental part of
our success. Both of our credit scores have been above 800
throughout our marriage. This isn’t because we've obsessed over
the details. We focused on making the best decisions possible
while building our life together. That doesn’t mean that it was
easy. We've persevered through job loss, deaths of loved ones,

challenges of adoption, and life-threatening disease.
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With a focus on overall well-being, you'll be less likely to
get stressed with details that may have little bearing on your
financial situation. Sometimes what’s best for the credit score
is not best for the individual. For instance, sometimes opening
new credit card accounts could increase your score by lowering
the total utilization. For some people, the additional available
credit is too tempting and results in additional debt.

Groups like Debtors Anonymous and Spenders Anony-
mous exist for a good reason. Advertisers understand the addic-
tive allure of the “buy now, pay later” mentality. The idea of
“retail therapy” has made it into households across the income
spectrum. Too often, I've heard, “There are more bills than I can
afford, so I'm going shopping because it makes me feel better.”
With interest rates of 25 to 30%, retail credit cards are often an
expensive endeavor.

For some people, access to borrowing is a dangerous trap.
For others, it’s leverage to purchase wealth-building assets. The
question for each of us is, “How will I use credit?”

The danger for us as consumers is to believe that our credit
score, a three-digit financial risk assessment, means more than
it does. It is not a judgment about personal values or moral
character. A credit score only reflects how we've managed debt
and finances in the past. Though we can’t change what’s already
occurred, we can take steps today to build a different future.
The first step is easy and free. Get your credit report.

Yes, credit is important. Never forget that it’s financial
well-being and whole health wealth that we're building. This is
a lifelong process and not a destination quantified by a single

number.
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MONEY TALK Q&A

Q: Will credit scoring change over time?

A: Yes, the current model of credit reporting and scoring will
continue to change. Some legislators would like to move credit
reports out of the hands of the three bureaus and into the hands
of the Consumer Financial Protection Bureau (CFPB). The new
government agency would accept nontraditional payment his-
tories such as rent and utility bill payments, which are currently
neutral-negative. Neutral in the sense that the payments aren’t
generally reported when theyre made on time. Negative, since
they appear when the accounts are past due, often when they’re
sent to collection agencies, as | mentioned earlier.

FICO has over ten different scoring models and versions of
their score. VantageScore has also had multiple iterations. The
first two ranged from 501 to 990. The latest versions, 3.0 and
4.0, use the same range as the FICO base score, 300 to 850.

Q: Should I close a credit card that | paid off?

A: It depends. Here are some factors to consider. Utilization
affects a significant portion of your credit score. Before closing
an account, weigh the impact the action will have on your ratio
of overall balance to available credit.

Closing a revolving account will have a different impact on
different people. For instance, imagine two people both closing
an account with a $500 limit. One person has $50,000 remain-
ing available credit on other accounts, and the other person

only has $500 remaining. The person with the smaller limit will
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have a much higher utilization when they charge purchases in
the future, which will lower their credit score.

Consider how long the account has been open. A longer
credit history will always have a positive effect on your FICO
score; the length of history accounts for 15% of the score.
Consider as well how many revolving accounts you have. If you
close the only account you have, you'll reduce the mix of credit,

which comprises 10% of the score.

Q: Should I pay bills early to keep utilization low?

A: Remember that utilization only matters with revolving
accounts. Paying a utility bill early won't affect your credit score.
If you pay a revolving account such as a credit card too early, it
may not post to your credit report. Some people call to make
a payment soon after they charge something on the account.
You won't build credit if they don’t report the balance to the
credit bureaus. In fact, you might end up “not scored” or you

may have a “thin file” due to lack of activity in your report.

Q: What if creditors harass me at work?

A: It’s not necessarily illegal for a debt collector to contact you at
work. The Fair Debt Collection Practices Act prohibits the calls if
the collector “has reason to know” that your employer prohibits
those calls (15 USC § 1692c). For more legal advice and
information, check out Nolo: www.nolo.com/legal-encyclopedia

/can-creditor-me-work-collect-debt.html.

Q: Can creditors send me to jail?

A: No. However, there’s a but. Congress outlawed debtors’ pris-

ons in 1833. However, committing fraud or willfully choosing
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not to pay a fine or fee can result in jailing. Failure to pay child
support can result in jail time. If you ever receive a court sum-
mons for any debt, DO NOT IGNORE IT. Get legal help if
you can afford it. If there is truly no way you can pay your debrt,
you can ask the court to dismiss the debt. Make sure you have
a good reason, like identity theft, horrible service, or the statute
of limitations expired. The legal system can be scary, but it’s not

all bad.

For more information about credit scores, including
a free booklet on understanding FICO scoring, visit
www.MattParadise.com/capablebonus.
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IT'S NOT FAKE NEWS
Scams, Fraud, and ID Theft

Every state has a workforce agency. Massachusetts branded
the employment and training resource centers as MassHire,
which serve the community. MassHire creates and sustains
powerful connections between businesses and job seekers
through a statewide network of employment professionals.
They train the employees to assist everyone who walks through
their doors with tools and resources to further their careers. This
background information is important, because, as you might
imagine, employees of the agency receive extensive training and
have greater consumer safety awareness than the average person.

One MassHire employee, Eddie, came to me for some
counseling as he was in the middle of an epic battle with his
bank. He explained to me how someone had fraudulently used
his debit card. He was traveling to another state for a family
emergency. A relative passed away, and the family needed Eddie
to help with funeral arrangements.

While on the trip, he went to a restaurant and paid with his
debit card. After spending a couple of months with his family,
he came home to Massachusetts to discover that someone had
used his card to charge more than $18,000. There were furniture
purchases, food expenses, and more. Some research concluded

that a server at the restaurant where he had dined out of state
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on his family trip had “skimmed” the account information from
his card and had used it to go on some wild shopping sprees.

Eddie felt violated. It embarrassed him to ask for my help
because, as he said, “I should have known better.”

One of the first things he asked was, “Can’t the police help?”

The answer to that valuable question comes from a former
con man, Frank Abagnale Jr.

“The police can’t protect consumers. People need to be more
aware and educated about identity theft. You need to be a little
bit wiser, a little bit smarter and there’s nothing wrong with
being skeptical. We live in a time when, if you make it easy for
someone to steal from you, someone will.”

His book, Catch Me If You Can'?, inspired the blockbuster
hit about Abagnale and his life as a professional fraudster.

Identity theft occurs when someone uses your identifying
information, such as your name, social security number, or
credit card number without your permission to commit fraud
or other crimes. According to TransUnion, 33% of US adults
have experienced identity theft, which is more than twice the
global average.'

Thieves use many ways to get your personal information.
They can open credit cards or take out loans in your name or
access existing accounts and make purchases. They can drain
your bank accounts, open utility accounts, file fraudulent tax
returns, get employment, use medical services, and even accu-
mulate criminal violations in your name.

I taught a workshop where one participant shared his per-
sonal experience with ID theft. He was traveling for business
to a state he had never visited in his life. While driving, police

pulled him over for a minor traffic violation. Much to his
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surprise, the officer asked him to step out of the car and then
arrested him for outstanding warrants.

Apparently, someone had gotten his personal identification
and used it while committing crimes. Everything was eventually
sorted out, but the identity theft came at an actual cost. The
man missed meetings and, not least of all, endured major emo-
tional stress.

Another story comes from an individual at an emergency
homeless shelter. I was teaching about the importance of credit
reporting, since it’s often a significant barrier to employment
and stable, safe housing. As part of the sessions, I accessed and
reviewed reports with everyone who was interested.

John was in complete shock when we found more than
$80,000 of outstanding debt in his name. As we researched
the situation, we determined that his brother had stolen social
security numbers of family members and had accumulated sig-
nificant debts, including car loans, leased furniture, and credit
card charges. The brother had passed away six months earlier,
which complicated the resolution.

Unfortunately, fixing the theft takes time and patience, even
when the circumstances of homelessness require urgency. The
costs of identity theft are staggering. According to the Javelin
Strategy & Research Identity 2022 Fraud Study, identity fraud
resulted in $52 billion of loss affecting 42 million US victims.""!

In the time it took me to write this chapter, identity thieves
stole millions of dollars. Educating yourself about the topic will
help lower your risk of becoming a victim.

When protecting ourselves, I use the analogy of driving or
riding in a vehicle. Research has shown that wearing seatbelts

saves lives. Seatbelts reduce the risk of death by 45% and cut
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the risk of serious injury by 50%. Seatbelts save thousands of
lives each year, but millions of people choose not to use them. '3

Tragically, auto accidents still occur. As long as auto trans-
portation exists, it’s impossible to eliminate the risk of related
injury. However, we can take many steps every time we get
into a car to lower risk and minimize injury. Besides wearing
your seatbelt, avoid driving while tired, never drive under the
influence, stay calm, never use a cell phone while driving, obey
speed limits and posted signs, and more.

As an adult, I find it easy to be overconfident in my driving
safety. The steps listed above are, after all, basic common sense,
right? It’s all too easy to drive when I'm tired, to let emotions
get the best of me when someone cuts me off in trafhic, or to get
distracted while 'm driving. If you've ever driven with a child in
the car, particularly a young child, you know it’s almost impos-
sible to not get distracted at some point.

By now, youre wondering what driving has to do with ID
theft. Living in the modern world comes with inherent risk. Just
like the only way to eliminate auto-related risks is to avoid vehicles
altogether, the only way to get rid of the risk of fraud is to sever
our associations with civilization. If youre reading this book, thats
not the path you chose. You can take some common-sense steps
to reduce your risks. The first step to avoid identity theft is to

familiarize yourself with the ways identity theft and fraud occur.

How Thieves Target You

A popular way thieves get information is by “skimming.”
Thieves often use a device called a skimmer installed at gas
pumps or ATMs to collect card data. Small enough to carry

while concealed, the device can also be handheld.
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I worked with a security expert in Boston to find out how
much personal information was on an old ATM, the kind
youve probably seen in many convenience stores, shopping

malls, and gas stations.

FYI, | suggest that you never use these small semi-
portable automated tellers. Not only are they less
secure, they also charge a fee for convenience.
ATM fees can stack up quickly. This security expert
purchased a machine on eBay for a few hundred
dollars and worked with a tech-savvy friend to print
hundreds of feet of account data from the machine.

Technology such as skimmers will continue to develop, and
in a digital world, thieves adapt. However, new sophisticated
tech isnt the only way to get data. Even though theft of paper
mail carries penalties and jail time, we send lots of personal
identification through the post office. Mail carriers deliver doc-
uments such as social security cards, birth certificates, driver’s
licenses, photo identification, new checks, tax information,
preapproval offers, credit cards, and account information of all
types. Thieves can grab the material right from a mailbox.

It’s our responsibility to always keep an eye out for expected
mail. For instance, they deliver your credit card statement
around the same time every month. If the date comes and goes
without delivery, investigate it. Even if the company made
a mistake and didn’t mail the statement, if there was a delay, or
if they lost the statement in transit, you, as the consumer, are

still responsible for on-time payments.
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Many people throw away all kinds of sensitive information,
like bills, statements, and documents. Thieves are aware of this
and can search your trash or recycling bins to find a treasure
trove of information. I recommend using a cross-cut shredder
that turns sensitive account data and personal information into
confetti.

Your trash or the mail are the only place thieves can find
personal information. Consider what’s in your car, purse, or
wallet. I've had the benefit of participating in identity theft
workshops with credit bureaus, local police, and the FBI. Before
my trainings and certifications, I was clueless. My logic was that
if I carried all documents with me at all times, they were safer
than in any other location. My wallet held my credit cards, my
driver’s license, my social security card, my birth certificate,
and more.

As you might imagine, I experienced significant stress
when I misplaced the precious cargo. It combined my wallet
with a PalmPilot case. PalmPilots were devices eventually made
obsolete by cell phones. I laugh as I write this because the tech-
nology seemed innovative.

Because the case was so large, I placed it on the roof of my
car while pumping gas one day. It was cold out, snowing, and
being in a hurry, I finished pumping gas and drove off. As soon
as I remembered my wallet, I drove back and searched along the
route. The street was busy and covered in snow, and in despair,
I gave up the search and headed home.

Much to my surprise, a kind stranger found everything
and returned it using the address on my license. I was grateful
to have all the documents back. Unfortunately, the PalmPilot

device was crushed while lying in the street. In short, don't be
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like me and risk losing valuable information by carrying it with
you everywhere.

Pretexting is another way criminals may get personal
information. This is where thieves use false pretenses to get
your info. You've likely received some scam phone calls. Many
unsuspecting victims give out personal identification numbers
(PINs), account information, and other data over the phone
before realizing their mistake.

“Phishing” is the fraudulent practice of sending emails while
pretending to be representing reputable companies in order to
induce individuals to reveal personal information. Variations on the

theme include spear phishing, vishing, SMiShing, and pharming.

*  Spear phishing involves prior research on individuals

and targets them specifically.

*  Unlike targeted email phishing, vishing involves the
phone and is the combination of two words, voice and
phishing. This fraudulent practice of making calls or
leaving voicemails to get information ensnares people

who are less tech-savvy, especially the elderly.

*  SMiShing uses text messages to trick you into giving

out your private information.

* Pharming is a scamming practice where hackers install
malicious code on a personal computer (PC) or server,
misdirecting users to fraudulent websites. The purpose
of the fake site is to steal usernames, passwords,

financial data, and other personal information.

Electronic scams and fraud occur every day. The more

were educated about how they happen, the less likely we'll
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become a victim. Malware is a catchall term used by computer
professionals to mean a variety of forms of hostile, intrusive, or
annoying software or program code. Common types of mal-
ware include viruses, keyloggers, worms, trojans, ransomware/
crypto-malware, logic bombs, bots/botnets, adware, spyware,
and rootkits.

Technology changes rapidly. One resource that will help
you remain educated is the Cybersecurity and Infrastructure
Security Agency (www.cisa.gov).

As technology advances, the list of fraudulent practices
will change. The FBI publishes a list of the most common
scams, crimes, and tips to avoid becoming a victim. You can
find the most up-to-date information here: hteps://www.tbi.gov

/scams-and-safety.

Prevention Is Key

It’s scary to consider the many ways thieves can victimize us.
The more educated and aware we are, the more we can reduce
the risk. Much like fear of car accidents, fear of scams or theft
can paralyze us during critical moments. Life moves quickly
and we need to stay alert. Consider implementing some simple

but effective suggestions like these:

*  Update virus protection regularly on any computer
that accesses the internet. You can review pros and
cons of various antivirus software from sources such as
PCMag, CNET, Tom’s Guide, and Consumer Reports.
Fun fact: many libraries offer free access to Consumer
Reports. My library has printed copies available, but

they also provide online access.
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Only purchase items on a secured and trusted internet

site. A secure URL should begin with hteps.

Consider using credit cards over debit cards for the
additional protections credit cards offer. Personally,

I rarely buy anything online with my debit card.

If there is fraudulent activity on your account,
remember that reporting the fraud early is key to
minimizing the loss. The Electronic Fund Transfer Act
provides some protection, but it’s not 100%. When
you report within two business days of discovery, it
limits your losses to $50. If you report sixty days

after the unauthorized transaction appears on your
statement, you could lose up to $500 of what the thief
withdraws. If you wait over sixty days, you could lose

all the money that was taken from your account.

Regularly review all monthly statements and reconcile
every charge for credit and debit cards. Sometimes
thieves will charge a small amount to see if the account
is active and may follow up with a much larger
amount next time. Don't ignore unrecognized small

amounts on your bill.

Place difficult-to-guess passwords/PINs on your
accounts and physical devices, such as your phone and
computer. Passwords can be frustrating. Some people
choose password managers to make it easier to handle
a variety of accounts. There are pros and cons to the
practice. While it may be more convenient to store

all passwords in one place, if the password manager
software gets hacked, a thief may have an easier time

accessing all of your account information.
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While I'm on the subject of computers and phones,
only download software and apps from trusted sources,
and make sure your operating systems and apps are
always up-to-date. I set them to auto-update, since

I sometimes forget to check if I have the latest version
or not. Many of the updates provide security fixes and

minimize vulnerabilities.

Minimize the use of public Wi-Fi and, if you use it,

be wary of the sites, passwords, and transactions on
your device. It’s relatively easy for a thief to capture
sensitive communication at the vast majority of public
hotspots—Ilocations such as cafés, restaurants, airports,
and hotels. On a public network, someone else may
access your emails, passwords, and unencrypted instant

messages.

Don’t carry PINs or passwords around, and avoid
bringing unnecessary documents with you. As I shared
earlier, it’s easy to lose a wallet. Learn from my mistake
and leave critical documents in a secure location. My
mother recently had her purse stolen. It only took

a moment in a parking lot. She was bringing her
groceries from the store to her car. In the blink of an
eye, when she carried a bag from the shopping cart to
her trunk, someone snatched her purse. By the time
she noticed, the thief was gone. On any day, backpacks
and belongings are strewn across floors of college
campuses and libraries. Always keep your personal

effects secure.

Only give your social security number (SSN) when

necessary. If someone asks for your SSN, ask: Why do
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you need my SSN? How will you use my SSN? How
do you protect my SSN from being misused? What
will happen if I don’t give my SSN?

Ask about information security at work, businesses,
doctors’ offices, and elsewhere. I received the standard
new patient package when I visited a new doctor.

The office asked for personal information so they
could contact me, bill insurance, and keep accurate
medical records. One item they asked for was my SSN.
I politely asked if it was necessary to write the number
on the form and was told, “No, it’s just a standard
form and we don’t need it.” While I need some level of
trust with my care providers, if they don’t require extra
personal information, I prefer to minimize the risk of

it being stolen.

Carefully review all paperwork, such as your
Explanation of Benefits and bills, and shred, shred,
shred. While this list of tips isn’t exhaustive, it gives
you some practical ideas to safeguard your personal
information and lower the risk of becoming a victim

of a scam or identity theft.

If You Become a Victim

I've discussed some prevention tips. Let’s talk about what we

can do if you become a victim.

While the entire process takes time, take these steps. First,

contact the companies that you know were involved in the

fraud or scam. Many companies have a special department to

handle fraud and can help you with the process. Ask them to
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close or freeze all affected accounts. That way, they need your
approval for additional charges.

If credit cards or bank cards were affected, companies will
often issue new cards quickly. Change log-ins, passwords, and
personal identification numbers (PINs) for your accounts.
After contacting the companies directly, place a fraud alert on
your credit reports. Place a free, one-year fraud alert by con-
tacting one of three credit bureaus. That company must tell the

other two.

* Experian (www.experian.com/help),

(888) EXPERIAN or (888) 397-3742

* TransUnion (www.transunion.com/credit-help),

(888) 909-8872

* Equifax (www.equifax.com/personal/credit-report-
services), (800) 685-1111

The fraud alert will make it harder for someone to open
new accounts in your name. When you have an alert on your
report, a business must verify your identity before it issues new
credit in your name. You can renew the fraud alert after one
year. Keep an eye out for correspondence. You'll receive a letter
from each credit bureau, which will confirm that they placed
a fraud alert on your file.

You can also freeze your credit for free. This will prevent
access to your report and will prevent someone from getting
new credit in your name. Even with a freeze, some companies,
such as employers, insurance agencies, and the government, can
still access your reports. Remember, you need to lift the freeze
before you apply for any new accounts, including a credit card,

a personal loan, a new mortgage, or a refinance. Consumers
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need to be at least eighteen years old to place a freeze online,
but parents, legal guardians, or others with power of attorney
can place a security freeze on credit reports of minors under
the age of sixteen. Minors, sixteen or seventeen years old, may
request their own security freeze by phone or mail.

When reviewing your reports, make a note of any account
or transaction you don’t recognize. This will help you report the
theft to the Federal Trade Commission (FTC) and the police.
The FTC is a consumer advocate agency that assists with iden-
tity theft. If you become a victim, you can report the theft to
them (www.identitytheft.gov). Complete their online form or
call (877) 438-4338. Include as many details as possible. Based
on the information you enter, you'll receive your identity theft
report and recovery plan.

Your identity theft report helps when following up with
businesses about the identity theft. It also guarantees you cer-
tain rights. If you create an account with the FTC, they’ll walk
you through each recovery step, track your progress, and pre-fill
forms and letters for you. If you don’t create an account, you
must print and save your identity theft report and recovery plan
right away. Once you leave the page on their website, you won’t
be able to access or update them.

I recommend filing a fraud claim with your local police
department. Bring a copy of your FTC identity theft report
along with a government-issued photo ID, proof of your
address (for example, mortgage statement, rental agreement, or
utility bill), and any other proof you have of the theft (such as
bills or IRS notices).

Tell the police someone stole your identity and you need to

file a report. Be sure to ask for a copy of the police report. You
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may need this to follow up with fraudulent accounts. I've helped
clients through this process. Many of them had utility fraud,
where someone opened unauthorized accounts in their name.

Unfortunately, I have seen hundreds of cases where parents
opened an account for electricity in their child’s name. Many
years later, the child became an adult and needed an apartment
but found delinquent accounts preventing them from getting
a place of their own. It is a difficult and emotional decision
for someone to consider filing a police report on their parents.
In my experience, utility companies require a police report to
resolve cases of fraud.

Few landlords will rent apartments to someone who isn't
able to turn on the electricity. Before you judge, poverty comes
with many challenges. It confronts loving parents with com-
plicated dilemmas. While I'm not condoning placing utilities
in children’s names, please understand that multigenerational
poverty has many layers of complexity. It’s a tough choice to
remain homeless or not to have electrical service, or to place
utilities in a child’s name.

Take a deep breath. Even writing about identity theft raises
my pulse. It’s stressful to consider. As you work through the
process, know that you're not alone. As you take one intentional

step after another, be confident that you're building whole
health wealth.
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MONEY TALK Q&A

Q: Where can | get help with my consumer rights?

A: You can find state and federal consumer protection offices

and agencies here:

*  www.usa.gov/state-consumer
*  www.consumerfinance.gov/

*  www.nolo.com/legal-encyclopedia/consumer

-protection
*  www.justice.gov/civil/consumer-information

*  www.nclc.org/

Q: Is ID theft services/insurance worth the cost?

A: If you're considering a service to protect you, make sure you
research the details and weigh the pros and cons. You can con-
sider resources like Consumer Reports for advice. Some of their
articles claim that do-it-yourself strategies are just as effective as

paid services.

Q: Should I'lock or freeze my credit report?

A: If you've been a victim of ID theft, it’s worth seriously
considering. A credit lock may cost a fee for the service. As of
2022, a federal law, the Economic Growth, Regulatory Relief,
and Consumer Protection Act, requires free credit freezing
and unfreezing. While freezes make it much more difficult
for anyone to access your report, they arent foolproof. Its still

important to monitor your reports. Also, consider when you
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may need credit. If you need to open a new account or refinance
your mortgage, there will be additional steps to gain legitimate

access to your report.

If you'd like a free forty-page guide on identity theft,
a College Student’s Guide to Fraud, and Scams,
Schemes, and Swindles, go to
www.MattParadise.com/capablebonus.
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DON'T LEAVE SHORE WITHOUT
A FINANCIAL LIFE PRESERVER

Leaving the house can be dangerous. Car accidents happen
every day. It doesn’t mean we should never go out, but it
is wise to wear seatbelts and follow safety recommendations.
Risk is part of life. Managing risk helps to lower your stress
and protect your assets. Whether you are investing for your
retirement or for more immediate needs, there are three major
things that can keep you from achieving your financial goals:
inflation, taxes, and risk.

It's one thing to plan for inflation and to minimize the
taxes you owe, but risk is another matter because the future is so
unpredictable. Financial risks can come in many forms, but the
results are always the same: loss of money—possibly because of
loss of family income from death, disability, illness, legal action,
or other circumstances beyond your control.

Sometimes the loss is trivial, while at other times it may
cause significant hardship. There is no way to eliminate all risks,
but there are ways to avoid them, minimize them, or protect
yourself and your family from them. When a risk is too costly to
assume, you need ways to manage it. Insurance provides a con-
venient way to manage financial loss caused by catastrophic risk.

You can manage risk in four ways: assume risk, avoid risk,

share risk, and transfer risk to someone else.
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When you assume risk, you do nothing to minimize the
impact of loss should a hazard occur. Let’s say you don't buy fire
or flood insurance on your home or you don't have life, disability,
or health insurance coverage. Should an unfavorable event occur,
you must pay the full cost of the loss out of your own assets.

Avoiding risk may not be easy, but there are ways to lower
risk management expenses by doing so. Risk avoidance can
lower the cost of risk, which is why insurance premiums are
lower for people and businesses that take precautionary mea-
sures to lower risk.

For example, automobile insurance premiums are lower for
drivers with good driving records (meaning no accidents and
no cited violations of driving laws), and nonsmokers pay lower
medical insurance and life insurance premiums than smokers do.

Doing nothing is not a strategy to avoid risk. Inflation will
whittle away your wealth by decreasing the purchasing power if you
choose to bury your money in a hole or put it under the mattress.

We all regularly share risk. When we pay taxes, they pool
together our dollars with money from other taxpayers to pay for
police, fire, and military protection. Personal insurance usually
requires risk-sharing as deductibles and premiums. You take on
the responsibility for a small portion of risk, while transferring
the larger part of risk to the insurer.

Insurance is a popular way to transfer risk. Mortgage
companies require homeowners to purchase adequate insurance
coverage while repaying a loan. We transfer the risk of lost
income for our loved ones with life insurance. We transfer the
risk of huge monetary loss from a vehicular accident with auto
insurance. People can also transfer risk to other individuals with

a legal contract.
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Businesses often transfer risk through an indemnification
clause. You've likely transferred risk by signing an agreement to
hold an entity harmless; for example, when you or your children
took part in sports, went on adventure courses, used eBay, rode
in an Uber, consumed NPR media, used a cell phone—you get

the point. The list goes on and on.

May | Repeat Myself? Keep It Personal

The details of how you choose to manage risk are personal. We
all have different circumstances and should plan accordingly.
For instance, life insurance isn't for everyone; I don’t believe that
a policy for children is appropriate. Many people benefit from
a term life policy to help provide security for their loved ones in
the event of their untimely death.

Some wealthy people buy life insurance to cover the taxes
their estates incur. Estates can avoid taxes when they hold assets
in a trust. For most people, this isn’t a concern because it only
applies to estates worth more than $11 million for individuals
and double that for married couples. The government compli-
cates tax law and changes it frequently. For the most current
regulations, consult with a tax professional.

As a general rule, I steer clients away from buying life insur-
ance on children. They often sell the products using fear-based
strategies, such as paying for children’s funerals or education.
Whole life insurance policies are usually expensive for what you
get. Most people are better off keeping life insurance separate
from investing. There are most often less expensive and more
beneficial strategies and products such as a 529 for education

and a 401(k), IRA, or other accounts for retirement.
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If you have children, a spouse, or other family members
who rely on your income, life insurance can provide some secu-
rity and peace of mind. If your goal is to build wealth separately
and eventually not need a policy, then term life is your best bet.

Buying insurance is less expensive when youre young and
healthy. After all, the company is betting their business that
they won't have to pay. An underwriter is an insurance company
employee who will evaluate the risk of insuring you. They want
to know every part of your life. More than just your current
health status, they're interested in potential risk factors. Here

are a few factors that can raise your life insurance premium:
* Age — the older you are, the more you pay

* Gender — women generally pay lower rates than men

* Driving experience/record — insurers often consider

your last five years of driving history

* Tobacco use — smoking, dipping, or vaping

increases rates

* Hobbies — high-risk activities like rock-climbing or

motorcycle-riding increase cost

*  Occupation — some risky jobs like police or firefighter

can lead to denied insurance coverage

* Physical condition — insurers consider dozens of risk

factors for illness
*  Body Mass Index (BMI) — too high or too low is risky

* Current or past drug use — Companies offering
standard term or permanent life insurance can refuse

to cover you
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Life insurance companies want to know everything about
you, and if you try to “bend the truth,” they can deny a future
claim. Providing false information during your insurance appli-
cation is called material misrepresentation

I found getting insurance stressful; however, the research
was well worth the $20,000 in savings. With industry insight,
I addressed the underwriter, who agreed to cut my annual pre-
mium in half.

Before purchasing insurance, make sure you compare rates.
Different companies may offer better rates for your specific
life situation. In addition to insurers own websites, there are
many brokers and websites to help you compare rates. Here are

a couple that don’t require personal contact information:

*  www.policygenius.com/

*  www.quotacy.com/

Types of Life Insurance

It’s good to research any product before you make a significant
purchase. Life insurance is no different. There are four basic
types of life insurance: term life, whole life, universal life, and
variable life. Each type has pros and cons.

Term life insurance covers you for a preset period, called
the policy term. Common periods for coverage are ten, twenty,
or thirty years, though there are even one-year terms. Compa-
nies will only pay benefits if the insured person dies within that
time. After the term expires, the policy has no cash value and
won't pay any benefits. This type of life insurance often has the
largest benefit (the most money paid to beneficiaries) for the

lowest cost.
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Whole life insurance is a kind of permanent insurance. As
long as we pay the premiums, the insurance will stay in effect.
Whole life insurance combines a death benefit with a cash-
savings feature. The policyholder can borrow against the policy’s
cash value by taking a policy loan. If you decide to end your
policy, the company will pay you the cash value and subtract
the amount of any unpaid policy loans and interest.

Insurers market whole life insurance as a good way to
save for retirement. Buyer beware—the product has higher
commissions and fees than other investments. If you're looking
for a tax-advantaged retirement savings, it may make sense to
consider other less-expensive investment options. They tie the
rate of return on your cash value to the insurer’s long-term
investment portfolio. Educate yourself thoroughly before
buying any product or service to ensure that it will help you
accomplish your goals.

Universal life insurance offers both permanent insurance
protection and a cash value element. With universal life, they
place your premium into an investment fund managed by the
insurance company. Your cash value earns interest at current
market rates. This means that if market interest rates rise, the
cash value of your policy will increase, and you may pay lower
premiums or skip several premium payments altogether.

If interest rates decline, you may have to pay more than
your planned premium to keep the policy. Universal life insur-
ance offers more flexibility than either term life or whole life
insurance. Within certain limits, you can increase or decrease
the amount of premium payment, increase or decrease the
death benefit, and change the frequency of premium payments.

Variable life insurance is a kind of permanent insurance

that can help to address the adverse effects of inflation on death
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benefits and cash values. With a variable life insurance policy,
they invest your premium payments and your death benefits
and cash values vary based on the asset’s performance. They
will offer you a variety of investment options, such as stock
funds, money market funds, or bond funds. Your death benefit
amount can go down if the funds lose money. If you decide to
cancel the policy, they will pay you the policy’s cash value as of
the day you cancel.

Unlike whole and universal life insurance, which guarantee
a minimum cash value if you surrender your policy, the cash
value of a variable life insurance policy may decline to zero. If
that happens, you will get nothing back if you cancel the policy.
Some variable life insurance policies offer a guaranteed mini-
mum death benefi; however, that feature may cost extra. Be
careful: Because of the investment risk, variable life is both an

insurance product and a securities contract.

Too Much Insurance Will Make You Poor

There’s no shortage of books and resources about insurance.
I won’t go into detail about auto insurance, homeowners’ insur-
ance, renters insurance, umbrella policies, pet insurance, or the
many other products that you may find useful depending on
your particular needs. Insurance possibilities are nearly endless.
Consider these more obscure coverages: wedding insurance
and even “cold feet insurance,” alien abduction insurance, lotto
insurance. (Yes, you read that correctly; if your employees win
the lottery, you can purchase insurance to protect against losses
stemming from a reduction in productivity and the costs to
interview, rehire, or even hire temp workers.) Having children
is hard work, and birthing multiple kids can be downright scary.

No worries; you can purchase multiple-birth insurance.
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Managing risk is paramount. It’s critical to consider risk
tolerance, set goals, and determine which options are best in

your unique situation.
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MONEY TALK Q&A

Q: I keep hearing about infinite banking. What is the strategy
all about?

A: Infinite banking refers to the practice of borrowing money
from a dividend paying whole life insurance policy. The concept
is that you become your own banker by growing the cash value
inside the insurance policy while borrowing against it. You can
use the borrowed money for emergencies or other investment
opportunities. Some companies also sell Indexed Universal Life
Insurance policies for the same purpose.

Infinite banking has its risks. Two of the biggest risks are
a reduced death benefit to protect loved ones and the possibility
of losing the insurance policy altogether. Policy holders need
to keep up with the monthly premiums. Besides those risks, it
takes time to build enough cash value to bank on yourself, and
other investments can outperform the insurance policy returns.
Because of these risks, the strategy is best left to high net worth
people.

If youre interested in learning more, consider Becoming
Your Own Banker by R. Nelson Nash.

To better understand insurance options,
including health, auto, home, life, disability,
and business insurance, including free access
to a 200-page guide to insurance, visit
www.MattParadise.com/capablebonus.
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HOW HEALTHY IS YOUR ESTATE?

ave you ever thought “I dont have enough money” or “I'm
H too young” to have a long-term financial plan? Consider
the fact that 78% of millennials appointed a guardian for their
pets during the COVID-19 pandemic. Honestly, I waited until
about age thirty-two to have a lawyer draw up a will. Fortunately,
nothing bad happened to me before that. Our estate plan brings
peace of mind. It would be horrible for Odyssey, our poodle, to
end up in a shelter.

Consider how to make sure your assets are taken care of if
you own anything of value. Did you know that a study actually
showed the return on investment in sets of plastic LEGO blocks
can be better than stocks, bonds, and gold? One incredible
sale took place in 2017 when a Millennium Falcon set sold for
$15,000 at a Las Vegas auction.'” If you think that sale was
impressive, consider that the most expensive Pokémon card
blows that price away. In August 2022, a Pikachu Illustrator
card sold for $5.275 million!'*

The term estate may bring to mind exclusive gated commu-
nities for the wealthy. In reality, nearly everyone owns some-
thing. Your estate is everything you own or control, including
tangible assets, your home and other real estate, vehicles, jewelry,

precious metals, coins, collectibles, and personal possessions.
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Wills and Trusts for Loved Ones

Estate planning is about so much more than financial prepara-
tion or protection. A will can protect your family from fights,
confusion, and the ever-brutal probate court. After a person
passes away, probate is the legal procedure by which a court
oversees distributing that person’s assets. Few people enjoy
probate. In fact, my local probate court has a Google rating of
2.1 out of 5 stars.

A will is a legal document that describes our wishes for
anything we own of value and minor children (including pets).
Only 33% of Americans have created a will, even though it’s
important. Most people say that they’re too busy or don't have
enough money to bother.'”

Do you have pets? No one wants the state to determine
the fate of their fur babies. A will can make sure that your pet
doesn’t end up in an animal shelter. Do you have an important
collection? You dont want it sold at a random yard sale.

If you die without a will, the court will appoint a guardian
to raise your minor children. Choose a conservator to manage
your assets for your dependent children. Require the conserva-
tor to post bond and account for every penny spent. Remember:
minor children may receive their entire inheritances as early as
age eighteen, regardless of their abilities to manage money.

If you don’t have the money to pay a lawyer to draft the
document, there are resources to help. Nolo provides legal
forms, software, books, and e-books (www.nolo.com). Their
mission is to help consumers and small businesses find answers
to their everyday legal and business questions.

Fun fact: the name of the business comes from the legal

phrase nolo contendere, which translates to “no contest” or “it
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will not be disputed” in Latin. The company partnered with the
software maker Quicken to provide Nolo’s Quicken Will Maker
& Trust 2021 for $100. No, I'm not an affiliate and don’t earn
a commission for a referral. Nolo has been around since the
1970s and is a trusted business, though it’s not the only one.

US Legal Wills (www.uslegalwills.com) claims to be Amer-
ica’s leading provider of online wills, power of attorney, and
living wills. They sell thousands of legal documents every week
and have over twenty-one years in business.

Investopedia (www.doyourownwill.com) rates their package
a best value. The website has a completely free way to develop
a will. No account needed, no credit card, just 100% free with
an instant download in Word or PDF format. After some
research, determine the best way for you to develop this critical
document.

Besides creating a will, consider having a durable power
of attorney. This legal document should name the person you
want to manage your affairs, show what that person may do
on your behalf, and specify the process for determining at what
point you cannot manage your own affairs.

Having a healthcare advance directive will allow a person of
your choosing to decide for your well-being when you cannot
do so. This may also be called a durable power of attorney for
healthcare or a proxy. I never imagined that I'd ever need these
documents in place—until I did.

My cancer came unexpectedly when I was otherwise
healthy and without symptoms. Naming my wife as my health-
care proxy allowed her to make medical decisions during the
times I was unconscious and intubated. Another document I'm

personally grateful for is the organ donor form. I literally owe
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my life to the fact someone else, a complete stranger, was an
organ donor.

A living trust is a legal document whereby you designate
another person, called a trustee, to take responsibility for man-
aging your assets when you're no longer able to.

A living trust allows for the easy transfer of assets while
bypassing the often complex and expensive legal process of
probate. Living trusts are irrevocable or revocable. Revocable
trusts are less expensive, easier to set up, and allow the trustee
to make changes. Irrevocable trusts can minimize taxes, help
access government benefits, and protect assets from creditors.
A downside is that they are less flexible and, unlike revocable
trusts, are very difficult to change.

Choosing a trustee is really important. This designee carries
a fiduciary responsibility to handle the estate; the trustee has
the legal responsibility to manage the trust in the best interest of
your chosen beneficiaries.

If you have children, its crucial to be thoughtful when
choosing a trustee. Its also critically important that you have
a thoughtful and willing guardian selected. Will the person or
family continue to raise your child(ren) with similar values?
Will they provide a safe, nurturing environment? If your kid(s)
are older, do they know and feel comfortable with the guardian?
Is the guardian in the same school district? Do they live far away
from family and friends? Is the guardian fiscally responsible?
These are just a few of the questions to think about.

My wife and I chose the same person to be the trustee of
our estate and the guardian for our son. This would streamline
the process to access resources from our trust to ensure they

cared for our son and in a timely manner. We sought lots of
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advice, and the designee discussed our proposition with their
family members, including their own children.

In addition to our son, we also care for my wife’s parents. They
live in our home and we also had to make sure they’re taken care
of in the event of our untimely demise. Our situation has multiple
layers of complexity, and we worked with a lawyer who specializes
in walking clients through nuances and complex scenarios.

A living trust can also save money in taxes for heirs. The US
tax code is complicated. I will not dig into tax-saving strategies.
They are, however, important. A local, compassionate, experi-
enced, and well-qualified certified public accountant (CPA) is
your best bet.

It may not be necessary to hire lawyers for smaller estates
where probate with a will is an uncontested process. Some
assets, like money in a savings account, can go to a beneﬁciary
without probate. Make sure you have named beneficiaries on all
accounts. You may not need to establish a trust, but my advice
is that everyone should have a will.

As you might imagine, creating an estate plan is emotional,
and I suspect that this is a primary reason so many people don’t
go through the exercise. It’s difficult to confront our mortality
and consider how our loved ones will continue without us.
End-of-life care and discussions about death are challenging.
Too often, we avoid hard conversations and family members
become passive bystanders. There are many elements besides

cost to consider while planning for long-term well-being.

Caring for the Aging among Us

The COVID-19 pandemic illuminated weaknesses in how

we care for elderly and vulnerable. Not only can annual bills
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run into the hundreds of thousands of dollars, but also many
care centers are likely not what you imagine as dignified and
fulfilling. An analysis showed that in the forty-three states that
reported the data, an astounding 42% of all COVID-19 deaths
occurred in nursing homes and assisted living facilities.

In Massachusetts, the average annual cost of nursing home
care alone is around $150,000. Private rooms cost even more.
Medications and, when necessary, acute care are very expensive.
My father-in-law had Medicare and paid for supplemental
health insurance, which helps lower the cost of his prescrip-
tions. One of his medications costs $8,000 out of pocket every
few weeks.

Medicaid can cover medical costs for those who qualify due
to lack of resources. Some families hire attorneys and advisers
to help navigate the arduous application process. Each state has
different requirements, which adds to the challenge of applying.
Many families qualify only after spending all their savings and
retirement money.

For some people, long-term care insurance helps, but not
everyone can afford it. If we're honest, don’t we all desire a rich,
fulfilling, and dignified life? Ultimately, we each define what
living life to the fullest looks like, but be sure of this: regardless
of how it’s structured, living life to the fullest requires thought-
ful, intentional action.

All this talk about sickness and death is heavy. Its uncom-
fortable to think about and even more awkward to discuss. One
of our most supreme assets is health. You've likely heard the
popular saying, “Health is wealth.” The more we take care of
our bodies, the less we'll have to pay in the long run. I've found

this to be true even with an unexpected disease like cancer.
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Health Is Wealth

The factors that contribute to health are called social determi-
nants. The conditions where people live, learn, work, and play
affect a wide range of health risks and outcomes.

We group social determinants of health into five areas:

1. Economic stability
Education access and quality
Healthcare access and quality

2
3
4. Neighborhood and the built environment
5

Social and community context'’

You can't just tell people, “Don’t be poor; don't live in a poor
neighborhood; don't be part of a marginalized group.” When it’s
written in such stark terms, it almost sounds absurd. I've heard
many people share similar thoughts about pathways out of pov-
erty: “Some people are just lazy.” “Just move to a better place.”
“Get a better job.” “Get more education.” Such comments show
a general lack of understanding about economic mobility and
lack of empathy.

Yes, health is wealth. Wealth is also health. It requires
a certain amount of privilege to follow recommendations for
optimal health and well-being.

Move your body. Active people are less likely to die early.'*®

Eat well, not too much. More whole grains, beans, fruits
and vegetables, and less meat help avoid disease.'”

Reduce stress. Mental health is critical. Positive thinking
increases psychological and physical well-being. Happiness

leads to a longer, successful, and fulfilling life.'%
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Have strong social connections. Social relationships—
both quantity and qualicy—affect mental health, health behav-
ior, physical health, and mortality risk.'"!

Have faith. “Most studies have shown that religious
involvement and spirituality are associated with better health
outcomes, including greater longevity, coping skills, and health-
related quality of life (even during terminal illness) and less
anxiety, depression, and suicide. Several studies have shown
that addressing the spiritual needs of the patient may enhance
recovery from illness.”'%?

Develop purpose. Dedication to a cause beyond ourselves
helps us to get up in the morning, gives our lives meaning and
direction, and inspires us to contribute significantly to the
world. When we have purpose in our lives, we're more likely to
have more optimism, resiliency, and hope. We feel joy, happi-
ness, and satisfaction more often. Greater purpose also leads to
less death and heart disease.'®

Many years of research and data have shown that certain
lifestyles benefit from better health, significant medical cost
savings, productivity improvements, and increased economic
vitality. The data is clear, however: embracing change is chal-
lenging and overwhelming. Fortunately we have some real-life
examples to learn from.

Blue Zones are areas of the world with a higher than aver-
age number of centenarians, where people remain active in their
eighties and nineties and do not suffer from the chronic diseases
common in most parts of the industrialized world. Blue Zone
regions include the Barbagia region of Sardinia, Italy; Ikaria,
Greece; Okinawa, Japan; the Nicoya Peninsula in Costa Rica;
and Loma Linda, California. The research is fascinating and

provides practical applications for our health.*

238



How Healthy Is Your Estate?

Don’t get fooled into thinking that there are serums, short-
cuts, genetic advantages, or exclusive location-based secrets. In
fact, in places like Okinawa, younger generations are eating
a more modern Western-based diet (low nutrition, high calories,
fast food) and are seeing the very expensive health problems
common in the Western world.'®

A lifestyle that leads to greater longevity doesn’t have to be
expensive. The list isn’t full of fad diets or expensive supplements.
If anything, incorporating strategies into our daily routines will
save money. It doesn’t cost a single dollar to have close connec-
tions with friends and family. Eating less meat saves money at
the grocery store. We can change our mind and change our
health. Take one area of life that causes stress; maybe it’s money,
work, or life changes, and think of how to put a positive spin on
it. Laugh. As difficult as life can be, laughter is medicine for the
soul and the body. Laughter improves our intake of oxygen-rich
air, stimulates our hearts, lungs and muscles, and increases the
endorphins that are released by our brains.

Richard Eisenberg, investor, editor, and writer, wanted to
find out how people in Blue Zones made their money last over
such long lives. On a research trip to Costa Rica, he found that
the largest cluster of the world’s oldest people doesn’t worry
about money. Most residents are “poor” by American standards
and frequently find themselves short of cash.

One person Richard interviewed was Jorge Vindas, founder
of the Asociacién Peninsula de Nicoya Zona Azul, a nonprofit
dedicated to supporting Nicoya Peninsula residents over ninety,
especially the poorest ones. When asked what Jorge thought
Americans could learn from the oldest residents of the Nicoya

Peninsula Blue Zone, he responded: “To copy their lifestyle,
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which includes eating better, always having physical activity,
knowing that family comes first and always having faith in
a supreme power. If you put them all together, you will auto-
matically have a better life.”'*

Well-being isn’t about accumulating the largest possible pile
of money at the expense of everything else in life. The healthcare
system will take your money by the millions. At some point, we
will all breathe our last breath and no amount of money will
change that fact. We can, however, choose to have rich, fulfill-
ing lives, and in the words of my late great friend Chris Hopper,

“live with no regrets.”

Author J. K. Rowling, author of the Harry Potter series,
said, “Family is a life jacket in the stormy sea of life.”” Life
is indeed stormy. Family and friends, our community or the

family we choose, play a significant role in our well-being and

building whole health wealth.
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MONEY TALK Q&A

Q: Do I need life insurance?

A: It depends. Ask yourself, “Does anyone rely on my income?”
Could they afford the cost of burial, rent or mortgage payments,
and other expenses? Could they cover those costs and still main-
tain their normal life? If anyone needs help to pay expenses after
your passing, then consider what type of insurance will be best

for your needs.

Q: How much insurance do | need?

A: Some experts recommend 10 times your annual income.
I think the actual amount is personal and nuanced. Consider
how many years of income your dependents will need. Multiply
that by the annual net income that your survivors will need. Are
there any one-time expenses like college or donating to charity?
Do you have other saving and investments? Can you afford to

pay the premiums?

For an Understanding the Basics of Estate Planning
guide and checklist, visit
www.MattParadise.com/capablebonus.
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EPILOGUE
KEEP IT PERSONAL

'm so excited for you. As this book comes to a close, I pray

that your understanding, combined with financial access,
behaviors, and knowledge, leads to whole health wealth. We
build a wealthy life by investing in the eight key areas of
well-being: physical, emotional, intellectual, social, spiritual,
environmental, occupational, and financial. I encourage you
to share your knowledge, encourage friends and family to
practice healthy behaviors, and get involved to foster equitable
environments. You'll find it fulfilling, and your increased skills
will help loved ones to become financially capable.

In the world of money, there’s no shortage of advice and
people who will tell you what you “need” to do. In fact, there
are many thoughts on what it even means to be rich. If you've
read this far, you have your own ideas about living a wealthy
life. As we bring this book to a close, I want to impart one last
thought: keep personal finance PERSONAL.

Personal: We may all be in the same storm in this wild
world, but we are not in the same boat. Jeff Bezos, founder
of Amazon, has a bigger boat than mine, and that’s okay. The
strategies he uses aren’t necessarily best for me and my family.
Similarly, what’s best for us may not be the most beneficial
for someone else. While there are financial facts and even best

practices, we are the masters of our own destiny.
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Emotions: Let’s face it, dealing with money is emotional.
Life is emotional. And that’s not a bad thing. There is joy when
receiving a meaningful gift. Love is a powerful emotion. How-
ever, many people become anxious or stressed at the thought of
balancing a checkbook or saving for the future. The ability to
control our feelings helps us to be successful.

Resources: There are four economic resource categories:
land, labor, capital, and technology/entrepreneurship.'* Per-
sonal resources are the physical or psychological aspects that
can help achieve work goals, well-being, and performance.'”
Psychological capital refers to internal capacities of self-efficacy,
hope, optimism, and resilience.””® How we use the resources is
personal. And those choices make all the difference.

Save: Building wealth is less about how much we make
than about how much we can hold on to. If your goal is to give
your wealth away, you still need to build it first. Ronald Read
was one person who understood that you don't need a huge
income to be wealthy. He was the first in his family to graduate
from high school and served in the military during World War
I1. After the war, he went home to Vermont and worked at a gas
station and then as a janitor at a local department store. He
lived a simple and frugal life. It’s reported that he saved money
by cutting his own firewood and wearing old clothes. He was
also a disciplined investor. At the time of his death in 2014,
Read had built an $8 million fortune and left most of it to the
library and hospital in his hometown of Brattleboro, Vermont."!

Organize: Staying organized is difficult, but it’s necessary.
Disorganized finances will lead to missed bill payments and

late fees, missed opportunities, stress, and anxiety. How you
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organize is personal. Find and maintain the system that works
for you. If you find the process challenging, it’s okay to get help.

Numbers: My son has a love/hate relationship with math.
He loves counting the money he earns, but hates sitting in
math class and finds the subject difficult. He’s not alone. Data
shows that 82% of students dislike mathematics, and among
these students 75% believe that math is a difficult subject.”* If
building wealth is a personal goal, you must conquer your math
fears and know your numbers.

Assets: Though time and health are our greatest assets,
they’re often underappreciated until spent. An asset is a valu-
able resource that we own or control, expecting it will provide
a future benefit. Examples include stocks and real estate, and less
thought of, but critical physical and mental health assets. Our
investments influence the quality of our time. Wealthy people
build and gain assets, while those people stuck in patterns of
buying stuff and living beyond their means have liabilities and
poverty.

Live and Love Life: One of my favorite pieces of encourage-
ment came from my wife before we were married. While getting
to know each other, I offered to share details about my colorful
life. She said, “I don’t need to hear about every mistake you've
ever made. I love who you are today.”

We can't relive the past or correct errors we've made. What
we do today builds and defines our futures. You can sow seeds
that blossom into your dream life. Becoming financially capable
isn’t about pursuing the largest pile of cash while forsaking
everything else. The end of that road is where loneliness and

despair live.
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Yes, money can provide the freedom to spend time with
loved ones. The love of money, however, is a burden that impris-
ons. The love of money has caused many marriages to fail and
children to be neglected. When money becomes the master, it
steals joy and ruins relationships; it increases worries and stress;
and it strains our mental and physical health. No one wants to
swim in a sea of anxiety. Do you know what research says is the
#1 thing we can do to become happier? “Invest in relationships
»153

with other people.
Take a deep breath. Love life and live.

246



URGENT REQUEST

Thank you so much for reading this book! I'd love to hear what
you have to say. Your input is valuable and can help other
people become financially capable.

Will you please take a moment to leave an honest review for
this book on Amazon or wherever you purchased it? Reviews
are the best way to help as many as possible learn about this
helpful information.

I appreciate you!
With sincere gratitude,

Matt Paradise

247



Claim your free
financially capable book bonuses.
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Your Money Type Test
Family Budget/Economic Security Calculator
Predatory Financial Products and Services Guide
The Consumer Financial Emergency Survival Kit
Age Differences in Consumer Financial Capability Study
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and more!
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IVI att Paradise is a financial capability expert, but that’s not
all. For over twenty years, he has inspired, motivated, and
guided professionals to reach seemingly impossible goals. His
rich life experiences and expert knowledge are guaranteed to
help your audience, business, or group achieve the success they
desire.

With Matt as your keynote speaker or workshop presenter,
your event is guaranteed to be motivating, entertaining, and
impactful.

For more information,

visit www.MattParadise.com/speaking.

Here’s what others say about Matt Paradise’s presentations:

“Matt makes things better than they should be, breathing life
into vision, injecting innovation into project ideas, and adding
special touches on implementation that take the outcomes

a mile farther than anyone thought they could go.”

—Nixa ELUGARDO, Massachusetts State Representative

“The training was a nice balance of discussing larger ideas
on this topic of financial education (my manager especially
enjoyed hearing you address her question about disparities in

communities of color and predatory practices targeted toward
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those communities, which affect our students) and hands-on

preparation.”

—Karie CHUNG, LICSW, Massachusetts General Hospital

“Matt has such a passion for financial literacy. He has such an
ability to teach to diverse populations and really can tailor his
lessons and knowledge to any skill level. He is an absolute pro-
fessional, has an impeccable work ethic, and builds rapport fast.

It was a pleasure having him teach our young adults.”

—A1ysoN WHALEN, Regional Director
at Massachusetts Department of Youth Services

“Matt’s commitment to providing broad access to financial
education and opportunities to build assets and credit has few
equals. He is an excellent communicator with a gift for con-

necting with others.”

—PauL Horwitz, Retired Community Affairs Specialist, FDIC
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MATT PARADISE

att Paradise is a renowned financial educator who is passion-
IVI ate about transforming lives. He has empowered more than
100,000 people to improve their credit scores, pay off their debt,
and save enough money to achieve their financial goals.

As a highly sought-after speaker, he has taught people in all
walks of life, from Harvard University’s lecture halls to homeless
shelters throughout New England. His unique programs have
been featured in the Massachusetts State House, Fidelity Invest-
ments, the Department of Corrections, many nonprofits, and
corporations large and small.

His leadership helped establish the Massachusetts Financial
Education Collaborative, a statewide financial literacy office
that created K-12 financial education legislation signed into law
by Governor Charlie Baker. Matt also coauthored publications
with the Massachusetts State Treasurer, the Federal Reserve
Bank, and the Federal Deposit Insurance Corporation.

Matt has provided expert commentary for many media
outlets, including Fox, New England Cable News (NECN),
NBCUniversal, Wall Street Watchdog, Street Insider, Telegram ¢
Gazette, Benzinga, Credit Union Insight, and Credit Union Today.

He has earned multiple licenses and certifications in the
financial education field, including the Association for Financial
Counseling & Planning Education (AFCPE©) Accredited

Credit Counselor, Certified Educator in Personal Finance
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(CEPFO©), and Certified Identity Theft Risk Management Spe-
cialist (CITRMS®©). Much like famed investor Warren Buffett,
Matt believes that his Dale Carnegie graduation certificates are
treasured investments.

Matt helped establish credit counseling and financial educa-
tion departments with American Consumer Credit Counseling,
which grew to support approximately 140 employees with an
annual revenue in excess of $14 million. He is now an active
board member leading the organization to greater growth.

A man of great faith, Matt has volunteered with multiple
nonprofit boards. He served as chairman of Early Childhood
Alliance, president of the Massachusetts Jump$tart Coalition,
and member of the board of Boston Career Connections. Matt
also ran a HOPE worldwide food pantry with his wife, serving
500 families per month. He is currently the treasurer of the
MetroWest Nonprofit Network.

On his personal path to financial well-being, he has over-
come drug addiction, homelessness, cancer, and a liver trans-
plant. He is a proud father, loving husband, and care provider
for his in-laws. His poodle, Odyssey, keeps him active, and
music soothes his soul. He gave up a professional drumming
career years ago, but enjoys playing in his church band and with
friends. Matt and his family live in the Greater Boston area.

Contact Matt, book him as a speaker, and access more

resources from this book at www.MattParadise.com.
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