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Unless you have been living under a ginormous (and obviously Iightweight)
rock.. you know what a credit card is.

Basically, when it comes to using a credit card, there’s a whole bunch of
opposing myths and beliefs out there, so much so that sometimes it’s hard
to know what to believe. Some people grew up in households where a
Credit Card was on par with the devil — little more than an evil plan devised
by the big banks.. a plastic trap to get you to spend more. While others
among us grew up in a household that wouldn’t function without a credit
card! And, of course, then there’s those who are so deep in credit card debt
that they can barely see a glimpse of light in their debt hole, which is
hollowing out further and further with every passing day.

But no matter your upbringing, and whatever current you're currently in, it's
important to know that, at the end of the day, the credit card is just a card.
It's NOT YOUR MONEY but if you know what youre doing, you can actually
use it to benefit your cashflow position.

Let us explain more...

It provides you with a credit limit. You
are free to spend up to this limit, but
at some future date it needs to be
paid back. For the record, it's also
technically a bank account.

Within our Money SMARTS system, the
credit card is very important, but
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,  very restricted, function is to only
pay bills (no “spending money” here

; pleose). Why? Because the credit
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' card’s true purpose, within our

J/ | system, is to actually make us
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i money.
l Yes, you read that correctly!
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But first, why should you be reading this extract from us?
Well, here’s a bit about us.

Ben Kingsley is the Founder & Managing Director of 2018, 2017 and 2016 BRW Fast
100 Companies, Empower Wealth, Chair of Property Investors Council of Australia
(PICA), and co-founder of LocationScore, A Qualified Property Investment Advisor

(QPIA), Ben is also a Licensed Finance Advisor, holds a Diploma of Finance and

Mortgage Broking Management, and a Diploma of Business, and is awarded as
the 2014 and 2015 Property Investment Advisor of the Year. Empower Wealth was

also awarded the Property Advisory Firm of The Year in 2018.

Bryce Holdaway is also a partner of Empower Wealth, co-founder LocationScore,
a leading residential property research platform, and Co-Host of Escape from
the City on ABC, Location Location Location Australia on Foxtel's Lifestyle Channel
and Relocation Relocation Australia. A qualified Buyers Agent and Financial
Planner, Bryce holds a Bachelor of Commerce (Accounting), Real Estate Agent
Licence and Diploma in Financial Services (Financial Planning).

On top of that, we host of Australia’s No.l Property Podcast, The Property Couch
and authored best sellers book, The Armchair Guide to Property Investing and
Make Money Simple Again.

So basically, in a nutshell, we are just a couple of blokes who wants to break
down the complexity of property investing and present it to you in a simple
and easy-to-digest concepts!
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THE TEACHING

Nine Helpful Tips in
Running your Credit
Card Account




GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

As you have heard us mention earlier in this book, Australions have a massive
problem with credit card debt. It keeps growing and growing and growing, as we
don't seem to be paying much of it back. So, you might be wondering, if Australians
have a problem with credit cards, why are they part of our Money SMARTS system?

Well, if handled properly, they make money for you, and we're not talking about
their loyalty or rewards schemes here. We are talking about using credit cards that
offer a 55-day interest-free period. You get to use the bank's money (or the credit
card provider's money) to pay your bills, leaving your money in your offset account
or savings account, saving you or making you money — along with any loyalty or
rewards offerings too!

Of course, there’s one rule:
YOU MUST pay the rolling balance off every month.

You must do so religiously — no ifs, buts or maybes. Have we made ourselves clear?
Because otherwise you will be charged interest and this will cost you more than
you make.

You will notice that we have more tips to help you run your Credit Card account
because, frankly, this is the account most people struggle with.

Tip #1

Don't use your credit card for Living & Lifestyle expenses, avoid this at all costs.
Justdontdoit

We told you earlier, in the event that you have to access money for a living and
lifestyle expense, take it from the Primary account directly. We're telling you,
speaking from years of experience based on our own use and lots of feedback
from others who use our Money SMARTS system, falling into the habit of using your
credit card for general spending instead of its intended purpose will render the
system useless in capturing surplus money. Please follow the RULES!

BRYCE HOLDAWAY & BEN KINGSLEY



GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Tip #2

Pick the right card. If you stick to the Money SMARTS system you will never pay
interest again on a credit card, so in reality the quoted interest rate being charged
on the card is irrelevant. In saying that, look for a card that has up to 55 days
interest free:

—— doesn't charge any annual fees or other fees;

—— has the ability to ‘auto sweep’ or direct debit from your Primary account to
repay the rolling balance (explained below):;

—— potentially offers loyalty or rewards points.

Note: If you have a professional mortgage package, then included in the annuall
package fee, you usually get free offset accounts, no annual fees on credit cards,
etc, and most importantly the ‘auto sweep’ feature — so check that out as a
starting point.

Tip #3
Check it is a full 55-days interest free — not ‘up to’ 55 days.

These cards work like this: on the same day of every month the account is ruled off,
recording your purchase activity and you are issued a statement. That statement
will show you your purchases, any interest charges for that period (this will never
show up after you implement our system), your outstanding balance, the minimum
repayment required and the due date you are required to make that payment.

If the provider gives you 25 days to pay it, this is added to the 30-day monthly ruled
off period, making up the total 55 days. Hence it's only up to 55 days, because
you'd need to make every purchase on the first day of the new period to get all this
money interest free for the full 55 days.

Tip #4

Work out what balance you have to pay.

You pay the statement balance, which is effectively the balance of all the
purchases you have made within that 55-day interest free window. It's not the

overall balance of debt against the card and it's certainly not the minimum
balance.

BRYCE HOLDAWAY & BEN KINGSLEY



GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Tip #5

Use the automatic repayment sweep feature (auto sweep).

We highlight the importance of never missing a payment of the rolling balance of
your card, so you never pay any interest, but as humans, we sometimes forget
things. When it comes to paying our credit card bill on time ‘auto sweep’ fixes that.

If your credit card is from the same bank where your Primary account is held, then
this ‘auto sweep’ feature will automatically make the repayment on your behalf,
without you prompting — it's just a case of set and forget.

If your credit card is from a different bank, then you will need to set up an ongoing
monthly direct debit, whereby your credit card provider will charge the Primary
account each month to repay the card. You need to make sure that this credit
card provider can automatically adjust the direct debit amount each month,
because it's never going to be the same amount each month and a set figure isn't
going to work properly.

If they can't set this up, switch credit card providers to one that is willing to do it
properly.

Tip #6
Set up direct debit payments or BPAY, to the actual credit card account. In the
interests of saving time, this is a smart thing to do.

Note I: Some service providers will accept payment from a credit card via a direct
debit authorisation or BPAY, but they may treat this as a cash advance, resulting in
surprise fees and interest charges. So, make sure you check how the payment will

be treated with your credit card provider.

Note 2: When setting up direct debit or BPAY payments for the first time, it's good to
submit the form a couple of weeks earlier than the payment is due to give the
service provider plenty of time to process the request. Double-check the payment
went through the first time you make an automated payment.

BRYCE HOLDAWAY & BEN KINGSLEY



GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Tip #7

You may not be trusted with a credit card. If you have demonstrated or continue to
demonstrate poor decision making by racking up high debts on credit cards, then
you can't be trusted with this type of credit. Sorry, but your Money SMARTS system
isnt going to feature a credit card option. It's for your own good, for now. You will
use our system, but instead of paying bills on your credit card, you will pay them
directly from the Primary account.

Tip #8

Never, never, take cash out (a cash advance) on a credit card — never ! Why, you
ask? Because they charge hefty fees for the privilege, and now you have your
Money SMARTS set up you will never need to access other people’s money,
because you will have your own!

Tip #9

We classify credit card spending under ‘regular spending’.

We have covered off the bank accounts but Figure 3.2 is a visual guide of how they
work. So now it’s time to understand a bit more about the flour jars that live within
the Primary account and the roles they play.

If you're currently watching our video series, The Money Saving Hacks The Banks
Don’t Want You To Know About, then stick around till the last video because we'll
tell you where to get Figure 3.2 and heaps more!

BRYCE HOLDAWAY & BEN KINGSLEY
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GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Featured Users of Money S.M.A.R.T.S.

1) What was the problem you were having before you discovered Money
S.M.AR.T.S.?

Before we adopted the Money SMAART.S system we regarded ourselves as good
savers, as we learnt more about the Money SMART.S we realised how bad our
discretionary spending actually was.

We would make a rough calculation of how much we would spend in the fortnight
and what bills needed to be paid and then the rest would be ‘savings’ in our
redraw facility. The biggest problem we found was, we would spend more than we
had ‘calculated, then redraw money back or worse we would spend on our credit
card, which we never paid back.

2) What did the frustration feel like as you were trying to solve your problem
without Money S.M.AR.T.S.?

Just as we felt we were on top of our finances, another bill would come along or
the car needed to be fixed or we would glance at our slowly increasing credit card
debt. We both just never felt as though we could ever break the cycle of fortnight
to fortnight living.

We tried many different ways in which to help our financial situation, although we
would always end up in the same cycle of living the pay to pay lifestyle of first week
living like kings/queens, then the next week living like scavengers!

3) What was different about Money S.M.AR.T.S.?

The difference we found with Money SMAART.S was that it simplified the way in
which we would spend our money. It gave us set perimeters in which our money
was to be used, while also allowing the money that wasn't needed at a particular
time to be working hard for us to help reduce our biggest debt.

Once we adopted the Money SM.ART.S system our whole perception of how
spending and saving was turned on its head. We started to understand the

BRYCE HOLDAWAY & BEN KINGSLEY



GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

concept of surplus money working for us, using the ‘banks money’ for 44 days
without charge and allowed us to stop living from pay to pay.

4) Take us to the moment when you realised Money S.M.AR.T.S. was actually
working to solve your problem.

We both believe the moment we realised that Money SMART.S was working to
solve our financial woes was when our first big bill rolled in and that direct debt
was set up the confidence that the money was there and no interest would EVER
be charged against it.

5) Tell us what life looks like now that your problem is solved or being solved

Since implementing the Money SM.ART.S system has allowed us to look into the
future that is past our fortnightly pay cycle. We both don't stress about our finances
anymore, we can discuss our financial future with some clarity knowing that the
Money SMARTS keeps us under control while also giving us flexibility when our life
circumstances change.

|

NEED HELP?
S W
Check out our FREE
Money SMARTS Platform!
e YO |

www.thepropertycouch.com.au/financialpeace
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CASE STUDY 1
CREDIT CARD DEBT DISASTER

How to recover quickly from a debt hole

Money backstory

Meet Jenny, she’s 26 years old, a single professional, living on the
fringe of a capital city. She shares a flat with a girlfriend. She studied
communications and marketing at university and now has a good
job as a Marketing Associate.

Jenny’s network of friends are similar to her with good jobs and good
incomes. She is in the prime of her socialising life; her generation
sees work and personal time as a bit like one and the same thing,
which means life is hectic, with the work-hard-play-hard mantra.
But Jenny is enjoying life.

The extra costs of living independently — her busy social calendar,
eating out several nights a week, keeping her wardrobe on trend, a
quick decision to take an overseas holiday on credit, and purchasing
a new car recently — have put pressure on Jenny’s finances.

As her money story worsened, Jenny avoided facing it by putting
things on credit to help her continue her life journey. Yet her financial
situation is one where she is moving further into the red and unless
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MAKE MONEY SIMPLE AGAIN

she takes action it is only going to keep getting worse. She may even
reach the point where she can't even cover her minimum credit card
costs leading to financial peril at such a young age.

Here is a high-level view of Jenny’s money story right now:

Income: Cash in bank $2,600

Gross wage $78,000 | pepts owing:

Take home income $55,783 | Credit card 1 $2,500

Total expenses $53,996 | Credit card 2 $3,000
Credit card 3 $4,000
Credit card 4 $5,000
Store card 1 $3,600
HECS-HELP $25,000
Carloan $22,000

Current annual surplus $1,787 | Total debts $65,000

Jenny’s story is familiar to many people of her age who are trying to
navigate young adulthood without any financial plan, money man-
agement system or professional guidance. She, along with tens of
thousands of other Australians who find themselves in similar credit
card or personal debt situations have a choice:

* Do nothing: hoping that their money worries will all magically
go away (which they won't); or

* Take action: take the steps necessary to break the shackles of the
debt burden they currently carry and get back in control of their
money (back into the black!).

Implementing Jenny’s Money SMARTS 7-step process
READY... Steps 1 and 2 - Gather and Sort
Motivation

Jenny is ready to try our Money SMARTS system. She has now
admitted to herself that she has let her credit card situation get
the better of her, she also knows within herself that she has self-
discipline, self-control and can take herself out of her comfort zone
and follow rules. Jenny understands this because she has got herself
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

through university, which requires self-discipline, self-control and
also to follow the rules — and she left home to live independently,
which certainly takes any young person out of their comfort zone.
So, if she puts her mind to it, Jenny knows she will be able to once
again be the master of her money.

Jenny’s message on her fridge reads:

I’'m adopting Money SMARTS because it’s time to take back
control of my money.

STEP 1. Gather

Jenny gathered her past six months of payslips, bank statements,
credit card and store card statements, and went about recording her
expenditure within the categories laid out in the Money SMARTS
tables. This is what she learnt about her money.

Money in
Monthly income record Jenny
Gross income $6,500
Estimated tax payable $1,494
HECS-HELP payable $358
Net (after tax/take home) income $4,649
Total net monthly income $4,649

Current cash position:

* Savings of $2,600 (in two separate bank accounts, she’s left one
open out of laziness — not anymore!)

Current assets:

* Car: $24,000 (bought for $28,000 six months ago — that’s new
cars for you, ouch!)

* Personal/household goods: $3,000

* Superannuation balance: $37,000
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MAKE MONEY SIMPLE AGAIN

Money out

Existing expenses workings/notes:

During the gather process, Jenny was surprised by the amount she
was paying for gas and electricity. So she called the providers and
asked them for a better deal or she would leave. Guess what? Jenny
got 5% off their rates. She also got a further 5% off by setting up a
direct debit to pay her bills, which worked out to be better than if
she paid her bill by credit card. (Her flatmate owes her dinner for
doing such a great job saving her money too!)

STEP 2. Sort

Table 1 shows how Jenny sorted her expenses using the Money
SMARTS virtual flour jar categories, how she sorted payment fre-
quencies and what she categorised as essential and discretionary.

Existing debts workings/notes:

Jenny has a car loan of $22,000 @ 6% interest rate. Her monthly
repayments are $425 (the period remaining on the loan is 4.6 years).

She has credit card/store card debts of $18,000 — paying minimum
repayments as follow:

¢ Credit Card A $2,500 @ 13.5% monthly repayments of $50

* Credit Card B $3,000 @ 14.5% monthly repayments of $60

* Credit Card C $4,000 @ 21.9% monthly repayments of $80
¢ Credit Card D $5,000 @ 22.5% monthly repayments of $100
* Store Card A $3,500 @ 19% monthly repayments of $70.

She also has a HECS-HELP debt of $18,000. (Repayments are
5.5% of her gross salary.) This works out as $165 being taken out of
her pay per fortnight.
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

Table 1 — Recording expenses

. . Discre- Payment | Money SMARTS
Expense items Essential .
tionary | frequency category

Groceries and non-alcoholic bev. $100 $10| Weekly | Living & Lifestyle
Personal care $27 $5| Weekly | Living & Lifestyle
Household soft furnishings $4 $0| Weekly | Living & Lifestyle
Fares $14 S0 | Weekly | Living & Lifestyle
Dining out/takeaway $85 $15| Weekly | Living & Lifestyle
Entertainment $30 $5| Weekly | Living & Lifestyle
Sport and recreation $17 $0| Weekly | Living & Lifestyle
Alcohol and tobacco $80 $20 | Weekly | Living & Lifestyle
Water and sewerage $30 $0 | Quarterly | Via Credit Card
Electricity $150 S0 | Quarterly | Via Credit Card
Gas $75 $0 | Quarterly | Via Credit Card
Phone (fixed and mobile) $60 S0 | Monthly Via Credit Card
Internet $30 S0 | Monthly Via Credit Card
Health insurance $90 $0 | Monthly | Via CreditCard
Car registration $800 S0 | Yearly Via Credit Card
Car insurance $600 $0| Yearly Via Credit Card
Fuel $60 S0 | Monthly Via Credit Card
Parking and tolls $10 $0 | Weekly Via Credit Card
Bank fees $100 $50 | Yearly Primary Direct
Rent $200 SO | Weekly Primary Direct
Credit card 1 $50 N/A | Monthly Loans
Credit card 2 $60 N/A | Monthly Loans
Credit card 3 $80 N/A | Monthly Loans
Credit card 4 $100 N/A | Monthly Loans
Store card $70 N/A | Monthly Loans
Car loan repayments $426 N/A | Monthly Loans
Clothing and footwear $1,250 $250 | Yearly Provision For
Gifts $300 $200| Yearly Provision For
Donations S0 $50 | Yearly Provision For
Medical and healthcare $720 $0 | Yearly Provision For
Car maintenance $500 SO | Yearly Provision For
Household appliances and tools $100 $100| Yearly Provision For
Furniture $200 $100| Yearly Provision For
Holidays $1,000 $2,000| Yearly Provision For
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SET... Steps 3 and 4 - Calculate and Banking
STEP 3. Calculate

It’s time to calculate and bring all the numbers together to give Jenny

a clear financial picture so she can get underway with her Money
SMARTS system (see Table 2).

In Jenny’s case, the income is a very straightforward calculation.

Table 2 — Calculating income

Income sources (money in) Jenny

Yearly PAYG wages (gross — before tax) $78,000
Any tax adjustment (HELP debt) -$4,290
Total yearly netincome (take home) $5h5,783
Average monthly income $4,649

Next Jenny calculates the annual figures in the virtual flour jar cat-
egories, then she breaks these down into monthly amounts — and
weekly in the case of the Living & Lifestyle jar — (see Tables 3 to 7).

Table 3 — Living & Lifestyle calculations

List of expenditure/ . Discre- | Payment Money SMARTS
spending Essential tionary | frequency vearly category

g;%cfg:fcs;:vde?:gt . $100 $10| Weekly $5720 | Living & Lifestyle
Personal care $27 $5| Weekly $1,664 | Living & Lifestyle
;'J?;‘;f:: (_'; soft $4 $0| Weekly $208 | Living & Lifestyle
Fares $14 S0 | Weekly $728 | Living & Lifestyle
Dining out/takeaway $85 $15| Weekly $5,200 | Living & Lifestyle
Entertainment $30 S5 Weekly $1,820 | Living & Lifestyle
Sport and recreation $17 $0| Weekly $884 | Living & Lifestyle
Alcohol and tobacco $80 $20| Weekly $5,200 | Living & Lifestyle
Yearly total $21,424

Weekly allocation - (7 day float ) $412

We start with the Living & Lifestyle account. This is a critical part
for Jenny because it allows her to separate the money she is going to
spend to continue living her life, from the money she is trying to save

164



CASE STUDY 1: CREDIT CARD DEBT DISASTER

to get rid of that troublesome existing bad debt she has accumulated
over the past couple of years. Over the full year Jenny estimates she
will spend $21,424 which, as we can see from the workings above
has been broken down into our very important weekly allowance —

her 7 day float of $412.

Jenny has decided to pay this amount to herself every Thursday,
just before she does her big grocery shop for the full week. She can
use the remaining money for the expense items she wants to spend
her money on for the rest of the week. Her priorities are right. She
is focusing on the basic items first — like good cheap food — then
working down her list of spending items in terms of what's most
important to least important. If she has a bigger social weekend than
usual, then she is going to need to battle through to the next pay day
(the following Thursday). She must resist the apple of temptation
not to overspend, but if she takes the mindset that once this money
runs out there is simply no more for that week, she will win this
game and master her money management habits forever!

Here are the other flour jar calculations.

Table 4 — Credit Card calculations

List of expenditure/ . Discre- Payment Money SMARTS
spending Essential tionary | frequency vearly category

Water and sewerage $30 $0 | Quarterly $120 | Via Credit Card
Electricity $150 SO | Quarterly $600 | ViaCredit Card
Gas $76 S0 | Quarterly $300 | Via Credit Card
:;‘L?I‘Z)(ﬁxed and $60 50| Monthly $720 | Via Credit Card
Internet $30 S0 | Monthly $360 | Via Credit Card
Health insurance $90 S0 | Monthly $1,080 | Via Credit Card
Car registration $800 SO0 | Yearly $800 | Via Credit Card
Car insurance $600 S0 | Yearly $600 | Via Credit Card
Fuel $60 S0 | Weekly $720 | Via Credit Card
Parking and tolls $10 SO | Weekly $520 | Via Credit Card
Yearly total $5,820
Monthly average $485
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Table 5 — Direct Payments calculations

List of expenditure/ . Discre- Payment Money SMARTS
spending Essential tionary | frequency vearly category
Bank fees $100 $50 | Yearly $150 | Primary Direct
Rent $200 $0| Weekly $10,400 | Primary Direct
Yearly total $10,650
Monthly average $879
Table 6 — Loan calculations
General list of expenditure/ . Payment Money SMARTS
spending (money out) Essential frequency vearly category
Credit card 1 $50 | Monthly $600 Loans
Credit card 2 $60 | Monthly $720 Loans
Credit card 3 $80 | Monthly $960 Loans
Credit card 4 $100| Monthly $1,200 Loans
Store card $70 | Monthly $840 Loans
Car loan repayments $426 | Monthly $5,112 Loans
Yearly total $9,432
Monthly average $786

Regular spending workings/notes:

Jenny is going to try to implement the full Money SMARTS system
and continue to use one of the credit cards to take advantage of
the 55-day interest-free period to help her retire the overall debt
quicker. But when she gets underway, if she finds herself spending
on expense items that aren’t listed to be paid within the Credit Card
jar, then she will need to pivot and close the credit card down. This
will mean she can only spend this money via direct payments from
the Primary account.

After completing this exercise, Jenny was somewhat surprised by
the amount she was spending in this discretionary area. She even
realised that if she wanted to cut back on some of her discretionary
spending she could capture more surplus money.
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

Table 7 — Provisionings calculations

List of expenditure/ . Discre- Payment Money SMARTS
R Essential j Yearly
spending tionary | frequency category
Clothing and $1,250 $250|  Yearly $1,500 |  Provision For
footwear
Gifts $300 $200| Yearly $500 Provision For
Donations $0 $50 | Yearly $50 | Provision For
Medical and $720 $0| Yearly $720 | Provision For
healthcare
Car maintenance $500 S0 | Yearly $500 Provision For
Household .
appliances and tools $100 $100 | Yearly $200 Provision For
Furniture $200 $100 | Yearly $300 Provision For
Holidays $1,000 $2,000| Yearly $3,000 Provision For
Yearly total $6,770
Monthly average $564

Annual provisioning workings/notes:

Jenny has chosen to track her clothing and footwear and her gifts
spending as opposed to adding it to her weekly Living & Lifestyle
allowance. This means she’ll be able to better monitor spending on
these items and it will help stop her from overspending in these areas.

She has also decided not to use her credit card for any Provisions
spending. She is trying to train herself to move away from the reli-
ance on credit cards, as it’s not her money. Her focus right now is to
pay off her existing credit card and store card debt first. Good move.

Primary account calculations

So what have we learned? Quite a lot really, but let’s ‘unpack’ it to
make it even easier to understand.

Over the course of the next 12 months, here is what Jenny will spend
her money on (see Table 8).

Jenny’s overall expected spending will be $53,996. This is broken
down into $47,226 for expected regular spending and $6,770 for
planned provisions spending.

Jenny’s yearly spend on Living & Lifestyle is $21,424. What she
plans to spend on credit card is $5,820 and she might just pick up
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some rewards points along the way. She will pay $10,550 directly
from this account to suppliers from the virtual Direct Payments jar.
Her loan payments will be $9,432 for the year and finally she has set
aside $6,770 in the Provisions jar for the year.

Table 8 — Primary account calculations

Money out
Primary account Money in Expected regular | Planned provisions
spending spending

Income $55,783
Living & Lifestyle jar $21,424
Credit Card jar $5,820
Direct Payment jar $10,550
Loans jar $9,432
Provisionings jar $6,770
Totals $55,783 $47,226 $6,770
Targeted yearly surplus $1,787
Targeted monthly surplus $149

Does Jenny have a money surplus? Yes, she does.

Jenny acknowledges that she doesn’t have a huge surplus for the year,
as living independently on a single income and having an active life
isn’t super easy. Yet she is focused and committed to take a differ-
ent course, a course which actually requires her to live off her own
money rather than the bank’s. She understands it requires her to
make some sacrifices to get back to financial peace. She is committed
to trapping that surplus.

Jenny’s targeted yearly surplus is $1,787, and when you break that
down it’s a monthly target of $149. This represents 3.2% of her take
home income. With this trapped surplus money, Jenny’s plan is to
recover quickly from this debt disaster by paying down her credit
cards and store card debt as soon as possible.

Note: Once Jenny has paid off all her credit card debt, she can start
to think about what she will do with her future surpluses.

STEP 4. Banking

It’s time now to get the banking set up ready for action.
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

Primary bank account
Jenny has two bank accounts. She needs to:

* DPick the best high-interest ‘at call’ savings account with no
account keeping fees for her money to flow in to. It also must
have the convenience of internet banking and a smartphone
app, for the new tech age. (Note: Jenny has no mortgage, so
there’s no option for a 100% offset account.)

 Transfer all her money into this new Primary account and
close any remaining accounts.

* Tell payroll at her work to pay her salary into her new
Primary account.

 Set up all her direct payments — her direct debits and auto
sweep to pay for the one credit card she is going to keep.

* Transfer all surplus money she can trap into one credit card
to pay down debt.

Living & Lifestyle bank account

Jenny needs to set up a new bank account for her Living & Lifestyle
money. This has to be another fee-free bank account, which might
also earn some interest on the way. It must have all the standard
features of the new tech age too. When setting up this account Jenny
requested a debit card (Visa, Mastercard or other), which allowed
her to transfer her weekly allowance of $412 into it.

Credit Card bank account
Jenny needs to:

* Have just the one credit card moving forward — this is very
important. She will endeavour to pay most of her bills from this
card and certainly no living and lifestyle spending.

* Keep one card with the maximum interest-free days period, and
the ability to make auto-sweep payments against her Primary
account.

* Cut up the credit cards/store card she is no longer going to
use and inform the providers to close off the limit for future
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purchases on these cards. Once she pays these off, they will be
completely closed down.

She doesn’t have to worry about the interest rate charged on the
card she selects, as she will no longer be paying interest on her new
spending.

In Jenny’s case, given her current circumstances, she just might need
to keep an eye on the balance of her Primary account to ensure she
has the money to cover the monthly sweep until things improve for

her.

GO! Steps 5, 6 and 7 - Check-Up, Tweaks and Rollover

The ‘rubber is about to hit the road’ for Jenny as she embarks on her
new era of becoming money fit.

STEP 5. Check-Up - Reporting: (Yep, 10 minutes a month!)

In our example, let’s assume Jenny has passed her first month.

Yearly picture — example Flour jars Regular | Provisions
breakdown spend spend
Expected income $55,783 | | Living & Lifestyle $21,424
Expected regular spending $47226 | | Credit Card $5,820
Planned provisions spending $6,770 | | Direct Pay $10,550
Targeted yearly surplus $1,787 | | Loans $9,432
Provisionings $6,770
Month'ly allocated provisions $564 | | Sub totals $47226 $6,770
spending
Targeted monthly surplus $149 g\{;rau spending $53,996

Jenny has $40 left over in her Living & Lifestyle account, so she
transfers this money into her credit card to help pay it down quicker.
She realised that if she left it in the Living & Lifestyle account, she
would spend it. Clever lady!

Now it’s time to login to her banking to access the monthly state-
ments of her Primary account and her credit card. She casts her eyes
over the statement to see if there are any suspicious transactions and
there are none to be found.
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

As she works through the check-up monthly checklist she follows
the process to enter the balances of the Primary account and the
active Credit Card account into her reporting table.

The next step is to record any transaction that relates to a Provision-
ings item (see Table 9 overleaf).

In Jenny’s case, yes, this month she bought a gift for her Mum for
her birthday for $75. So she records this date, amount and descrip-
tion against her gift allocation of $500. Her end of month balance
now shows $425 remaining for the rest of the 11 months of this
annual cycle for this tracked item.

After month one, Jenny is doing well, she has managed to save an
extra $40 for the month via her conscious spending in her Living &
Lifestyle account on top of the money she planned to capture.

Jenny has held up her end of the agreement so far by only spending
what she said she would from a living and lifestyle perspective, and
she didn’t put any extra ‘temptation’ spending on her credit cards.
That’s a big step in the right direction. Her conscious spending these
days, as opposed to her unconscious spending decisions of the past,
is the reason she is making progress to get back on track — well done,

Jenny!
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STEP 6. Tweaks

Having just started, Jenny doesn’t need to make any tweaks immedi-
ately, but some of the things she needs to look out for are:

* Getting into the rhythm of her new weekly allowance and
making sure this 7 day float lasts the full seven days. (This is
true for any new user of our system.) If Jenny is running low
with a day or two before her next allowance hits, she needs to
make do with what’s in the cupboard to push through. We don’t
want any slippage or conscious overspending please.

* As we will see in the upcoming scenario options Jenny has in
front of her, if she wants to recover quicker from her current
debt position, then the tweaking will consist of potentially
consolidating her debt into one overall personal debt and
trapping some additional discretionary spending too for the
best outcome.

* Jenny should always be looking to reduce spending where she
can, and if she can maintain this reduction in spending, she can
tweak her yearly plan.

STEP 7. Rollover

There is still a way to go to the annual rollover but Jenny now
understands what needs to happen at the end of the 12 months.
Furthermore, in her circumstances she can't afford to spend money
she hasn’t got. That is what got her into trouble in the first place. She
can't go off and buy any tickets to go on a holiday she can't afford. In
fact, she would be better off banking her holiday money for this year
to get rid of the bad debt she built up and then save for a holiday
the following year. Jenny might still decide to take a short weekend
break, which will come from the holiday provisioning set aside, to
relax, but she will be far more relaxed without all that debt! Plus she
will be a year closer to having paid off her car loan, as there will be
even more surplus cashflow once this debt is also cleared.

Jenny will be ready to work through the rollover checklist when the
year is up, or if there are any major changes to her Money SMARTS
plans that warrant her to reset her overall numbers for a new
12-month period.
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

Jenny’s future ‘potential’ money outcomes

The story is improving for Jenny. There is light at the end of the
tunnel, and in this next section of Jenny’s case study we want to
showcase several possible outcomes.

This is where we get to have a bit of fun modelling Jenny’s numbers
into the future to demonstrate Jenny’s exciting transformation to
becoming money fit. Here we are going to look at six scenarios to
showcase the financial impact of what Jenny can achieve for herself:

* Scenario 1: The Baseline (do nothing approach).

* Scenario 2: Debt Snowball Approach (paying off the smallest
debt balance to highest debt balance).

* Scenario 3: High—Low Approach (paying off highest interest to
lowest interest debt balance).

* Scenario 4: High—-Low Approach plus trapping $50 a week from
discretionary spending.

* Scenario 5: Debt Consolidation Approach (combining all debt
leaving her one personal debt to pay off).

* Scenario 6: Debt Consolidation plus trapping $100 a week from
discretionary spending.

In running these scenarios, in addition to information Jenny has
already shared, the following assumptions are made:

* The high-interest savings account is paying 3% interest

* This model starts on October 2018

* Income and expenses are indexed at 3% annually

* Credit card and store card debts are paid at 2% monthly
minimum repayments.

Scenario 1: The Baseline (do nothing approach)

If Jenny didnt implement Money SMARTS at all and just contin-
ued to make her 2% minimum repayments on her credit card and
other loans this is her baseline/do nothing scenario.

* Jenny would be debt free in over 60 years!
* The amount of interest she would pay is: $77,814 (just
madness!).
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Scenario 2: Debt Snowball Approach

Using Money SMARTS, but paying down debt using the well-liked
principle of the Debt Snowball Approach (paying off the smallest
amount of debt to the highest debt).

* Jenny would be debt free in 60 months.
* The amount of interest she would pay is: $9,729.

Scenario 3: High-Low Approach

Using Money SMARTS, but paying down the most expensive debt
first right down to the least expensive debt.

* Jenny would be debt free in 55 months
* The amount of interest she would pay is: $7,673.

Scenario 4: High-Low Approach plus trapping $50 a week
Using Money SMARTS, but paying down the most expensive debt

first right down to the least expensive debt, and trapping an extra
$50 per week of discretionary spending.

* Jenny would be debt free in 35 months
* The amount of interest she would pay is: $4,510.

Scenario 5: Debt Consolidation Approach

Using Money SMARTS and consolidating her debt (via balance
transfer) into one credit card to the value $18,000 with an inter-
est rate of 19.99%. This offer comes with a 6-month interest-free
period (not trapping any additional discretionary spending).

* Jenny would be debt free in 56 months
* The amount of interest she would pay is: $6,009.

Scenario 6: Debt Consolidation plus trapping $100 a week

Using Money SMARTS, consolidating her debt (via balance trans-
fer) into one credit card to the value of $18,000 with an interest
rate of 19.99% and Jenny trapping an additional $100 per week of
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CASE STUDY 1: CREDIT CARD DEBT DISASTER

discretionary spending (this offer comes with a 6-month interest free
period).

* Jenny would be debt free in 22 months
* The amount of interest she would pay is: $1,260.

Here are Jenny’s pay-down options illustrated in a graph.

$20,000
$18,000 |«
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000

$0

o o -
ﬁﬁﬂ22223888.\.RSHHEN&'%NSQR‘QQQQQQmmﬁi
= 0O 0 = c 0D Vo s c O+ 009 5 c Oy 05 c Oy VA s c oy 9 .as
O @ a JSa) a 33 o o S5 9O 0 a 33 a Q9 a
caf<3230488<c3208s33 0322088322088 <
= Baseline —— Snowball H2L -... H2L+$50 saving

= Debt consolidation Debt consolidation + $100 saving

We can clearly see from the graph just how much difference finding
that extra $50 or $100 a week would make to Jenny clearing her
credit card debt. It would make a world of difference.

You can also see what happens when the 6-month interest-free
period kicks in with a couple of the lines on the chart. During this
interest-free time, Jenny is better off keeping her money in her
high-interest savings accounts as she will be making money for her-
self, while no additional interest is being charged. Then just before
the 6-month interest-free period is up, she would transfer a lump
sum of money from her Primary account into her credit card to start
reducing the interest costs. She would leave $1,000 in her Primary
account to manage any direct payments or emergency spending,.
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Conclusion

Here is what Jenny’s interest savings look like in summary:

Interest
. Interest Repayment
Scenarios ) amount .
amount paid timeframe
saved
1. The Baseline (Do Nothing 77814 0 60 years
Approach)
2. Debt Snowball Approach $9,729 $68,085 | 60 months
3. High-Low Approach $7,673 $70,141 | 55 months
4. ngh—.Low Approach Plus $4510 $73304 | 35months
Trapping $50 a week
5. Debt Consolidation Approach $6,009 $71,805 | 56 months
6. Debt Consolidation Plus
Trapping $100 a week $1,260 $76,554 | 22 months

By looking at these numbers and the potential time saved for Jenny

to get back on her feet — she should be super motivated to reset her

financial future and trap and pay that additional surplus into her

credit card to eliminate this debt once and for all. You can do it

Jenny!
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Education

Just like Ben's sign off on the
podcast every week,
‘Knowledge is empowering,
but only if you act on it’, this
is not the end of the road!
You need to continue on
with your wealth building
journey... and we've got
some recommendations!




GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Having produced more than 150 instructional and educational
videos, our “How To..” Videos provide a wealth of information on
property investment, superannuation, market trends, and more.

These videos are free for everyone, including new investors and
experienced investors alike.

See them all here.

Special mentions:

> 3 Handy Tips to Invest in a Changing Market. Watch here.
> Get rid of the AEW.D Mindset Watch here.
> When should you NEVER consider 10 Lending? Watch here.

In our book, Make Money Simple Again, there are four great case studies that we've

shared with our readers. We've shared the first one in this extract and the

remaining case studies are..

> Rapid Home Deposit-Builder — How to super charge your way into your own
home sooner

> Mortgage and debt free — How to slash and burn your mortgage

> Wealth-builder — How to supercharge your surplus money
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https://empowerwealth.com.au/how-to-sessions/?utm_source=direct&utm_medium=report&utm_campaign=SecretFormula
https://empowerwealth.com.au/blog/tips-to-invest-in-a-changing-market/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/blog/tips-to-invest-in-a-changing-market/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/blog/get-rid-of-aewd-mindset/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/blog/get-rid-of-aewd-mindset/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/blog/should-not-consider-interest-only-lending/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/blog/should-not-consider-interest-only-lending/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://thepropertycouch.com.au/product/make-money-simple/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://empowerwealth.com.au/how-to-sessions/?utm_source=db&utm_medium=email&utm_campaign=SecretFormula

GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Australia’s #1 r ,,W-,,ycm,,, S =
Property Podcast Spotify @ iTunes

Property, Finance & Mone...
Google Podcasts o ! ; ¢ W STITCHER

The Property Couch o "22%’3!,‘% ‘ IN
Podcast = : % o
Our podcast consists of everything you need to know about

property, finance and money management, EXCEPT all of the jargon designed by
Property Spruikers to keep you confused.

The Property Couch'’s sole purpose is to stop Australians from making bad property
investment decisions.

At the time of writing, it has been downloaded over 4.5 million times and with 1,289+
five-star reviews on iTunes, The Property Couch is Australia’s Best Rated Business
Podcast!

Tune in to all episodes here.

If you are new to the podcast, we always suggest you start from Episode 1 so you
get all of the critical, foundational knowledge. As a starting point, you should aim to
listen to the First 20 Episodes.

Don't have time for it? No worries! Just download our Binge Guide here where we
summarise it all for you!
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https://thepropertycouch.com.au/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://thepropertycouch.com.au/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://thepropertycouch.com.au/ep001-we-fix-bad-property-investment-advice/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
https://thepropertycouch.com.au/tpc20/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA

GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

Our Best-Selling books include..

Building a Property Portfolio:

This report you are reading is actually a chapter of this book! A comprehensive
guide to the fundamentals of money management — things like... risk assessment,
asset selection tips, location research, The Buyer’s Decision Quadrant for success
and picking a winning property — this book gives readers a full toolkit to be a
successful property investor.

We share 18 investment strategies that have worked for thousands of our clients —
and ourselves — over the years. There are also insightful case studies where you
will discover how six very different investors — a young single, a couple who started
investing early, a couple who left it a bit late, a single parent and a couple with no
kids — built portfolios that will deliver $2,000 a week in retirement income!

Money Management:

A prequel to the first book, this book offers a simple, proven approach that will
‘make money simple again’, helping you to spend less than you earn so that you
can save and invest for your financial future. Unlike The Armchair Guide to Property
investing, this prequel book takes a deep dive on our highly effective Money SMARTS
system and the 7 steps to achieve financial peace.

Wel'll show you exactly how to..

Know where your money goes

Take control of your spending

Trap your cash flow surplus each month

Pay off your debt sooner

Ensure you don't leave any “money on the table”

Make every dollar work harder for you

Pay for holidays, kids’ education, property and other big-ticket items

0 O O 0O O O O
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https://thepropertycouch.com.au/books/?utm_source=direct&utm_medium=report&utm_campaign=CreditCardMMSA
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GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

o Achieve total control of your money in this new age and invest for your

financial future
o Stop leaving ‘money on the table’

OR Save Money and Get them Both...

Yep, our bundle offer is the ultimate guide to put inside a property investor’s toolkit!

Plus, you get to put the elements of money management straight into action with

a bundle discount @
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GET RID OF YOUR CREDIT CARD WORRIES ONCE AND FOR ALL

This publication is an extract of our book, Make Money Simple Again. It is for general information only
and is intended to assist you in understanding the different components of the foundations of
property investing. The information contained in this publication is for Australian residents only. The
information does not take into account the particular investment objectives or financial situation of
any potential reader. It does not constitute, and should not be relied on as, financial or investment
advice or recommendations (expressed or implied) and it should not be used as an invitation to
take up any investments or investment services. No investment decision or activity should be
undertaken on the basis of this information without first seeking qualified and professional advice.
The Property Couch is a podcast managed by Empower Wealth Group of Advisory Companies. The
group and its employees or contractors do not represent or guarantee that the information is
accurate or free from errors or omissions and therefore provide no warrantees or guarantees.

The Empower Wealth Group of Advisory Companies disclaims any and all duty of care in relation to
the information and liability for any reliance on investment decisions, claiming the use or guidance
of this publication or information contained within it.

Empower Wealth Group of Advisory Companies: Empower Wealth is the trading name of Integrated
Pathways Pty Ltd ATF Integrated Pathways Unit Trust ABN: 13 653 728 295. This publication is
copyrighted and should not be distributed or copied without prior written agreement with Empower
Weallth.
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