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ere’s a shocking fact: On a day-to-day basis,
most of us are broke. One study found that
64 percent of Americans couldn’t come up with
the cash to cover an emergency costing just
$1,000.
Think about that. If you had to go to the
emergency room with a broken leg, your insurance
deductible is at least $1,000, maybe double that.
If you got into a car accident tomorrow and your
vehicle had to go into the shop, how would you get
to work? The bus? A co-worker?
We get away with this lifestyle because life
always gets better in a growing economy. Or at
least we are trained to think so. Payday is next
Friday. We have some room on a credit card. Mom
and Dad will lend us quick cash.
As you head toward your middle years and
closer to retirement, however, that way of thinking
becomes extremely dangerous. Mom and Dad,
if you’re lucky enough to have them around,
are facing their own money issues. If you have
a mortgage and a couple of kids in college, the
payday money is already spent.
Credit cards? That’s suicidal thinking.
It’s important at any age, but particularly in
light of the Aftershock that’s coming, to build a
serious cash cushion. You can define it anyway you
like: a savings account, a certificate of deposit or
money market, or simply as money in a checking
account. The important part is to start building
that cash cushion and to start today.
The first decision you will make is to set a
target balance. You might consider $10,000 to be

a lot of money, but consider how fast you would
spend $10,000 if, say, your income were interrupted
by illness or a layoff. Doesn’t seem like much now,
does it?
Instead, sit down and look at your actual
spending over a month or, better, an average of
six months or a year. Online banking is very good
for this exercise. Typically, you can download
your actual cash outflow over 12 months into a
spreadsheet and go from there.
Be certain to include spending you do on credit
cards, since that is often in addition to actual cash
spending. Estimate that part if you have to, then
divide the number by 12. That’s your monthly
“nut,” the amount of dollars you need every month
to live the life you currently enjoy.
Not to live extravagantly, and not to cover
emergencies … just to live and pay your bills. You’ll
probably realize pretty quickly that your $10,000
guesstimate is about right … but for 30 days and
no more.
Now, take that number and multiply it by 24
months. Your target should be to have the cash
available to pay your own way, month to month,
for two full years — before hitting anywhere near
retirement age.
Back in my Houston youth, having a bit of cash
on hand was called “mad money.” If a girl went
on a date, the thinking went, she needed to carry
enough cash to get home in case she just felt things
went badly or she got mad at her date, for whatever
reason.
There are more colorful epithets, of course, but

the bottom line is this: Could you finance your
way through life, cover an unexpected insurance
deductible, home repair, or other short-term
emergency that crops up, without breaking a sweat?
If the answer is a flat “no” or even “not sure,”
then the rest of this report is all about getting
there. It might take you a year or more, but you
will get there. Having that nice fat money cushion
will give you the flexibility you need in tough
times to make good financial choices with minimal
stress. Being secure in your decisions can actually
help you make money in certain situations.
It’s all about control over your life.

Pay Yourself First

So, how do we get there? The personal
finance gurus often talk about the importance of
budgeting, but I’m going to make this supremely
easy for you. Don’t budget. Ever.
Yes, do go through the initial exercise I
described above. It’s important to get a realistic
grip on what you spend now. Looking backward
over a total will give you a good idea to start.
It will be tempting to try to break it into
multiple categories in search of where you “waste”
money. You know where you waste money. Gym
memberships nobody uses, frequent meals out,
cable channels nobody watches, and so on. No
surprises there. You don’t need budgeting software
or spreadsheets to find these cash drains.
Instead, I suggest that you “starve the beast.” Set
a monthly savings target and divert that cash out of
your paycheck and into a separate account, maybe
even to a different bank or into a high-yield account
online, someplace out of sight and, thus, out of
mind. If you know your two-year cushion, pick a
number that will get you started down that road in
a serious way and save the money, every paycheck.
You can do this manually, but my advice is to
automate it. Go to your human resources manager
and ask him or her to issue you a “split” paycheck.
Give them an account number for the second
check and a set figure, some amount of money that
will hurt a bit at first but that you know is wasted
on daily coffee, weekend movies, shopping or other
casual spending.
Be aggressive here. The idea is to shrink your
spending by force. Once you set it up, the savings
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account will build silently in the background, and
your “spending” account — that is, your remaining
paycheck — can be spent without worry.
An important note: If you don’t already have a
401(k) plan deduction or IRAs, this form of savings
can be crucial to your long-term retirement. Don’t
substitute a split-check plan for your retirement
savings. You should be maximizing your retirement
plan deductions, then adding to them with extra
cash savings. (Know that in time, however, you’ll
need to exit them and move to an Aftershock
portfolio.)
The reason for the 401(k) is taxes. Your
personal tax rate is based on your income and it’s
“progressive,” meaning that you pay a lower rate
on the first few thousand you earn each year, then
a higher rate on the next few, then an even higher
rate on the next, and so on. As a result, any money
you remove from your pay automatically with
a 401(k), 403(b), IRA, or pre-tax health savings
account (HSA) or flexible spending account (FSA)
is an automatic return on investment. At the 28
percent tax bracket, for instance, each $1 in a
retirement plan reduces your tax by 28 cents. You’re
unlikely to find a guaranteed 28 percent return on
investment as easy as that.
For instance, a 52-year-old with a family can
sock away $6,450 a year tax-free. If that money
is not spent today (that is, you stay healthy), it
can grow in your account the way an IRA does.
Compounding at 7 percent brings you to just over
$139,000 in your health fund at 65. What’s more,
it cuts your tax bill today by 9.1 percentage points,
putting $1,612 back in your pocket now and every
year thereafter.
Yes, you will be taxed on it in retirement, but
over the years it will grow tax-deferred, and you can
also contribute to tax-free plans or convert money
later to tax-free status, which I will discuss later in
this report.

Get Out of Debt for Life

But wait, you say. What about all my credit card
debts and car loans? Shouldn’t I pay them off? Yes
and no. Once the Aftershock hits, you will find that
some debts are worth holding, in a relative sense.
Others, however, are absolutely deadly and
must be diminished as soon as possible. The
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difference is the terms. A “good” debt might be a
fixed-rate loan on an asset that is likely to hold its
value over a long period.
As the Aftershock becomes reality, inflation will
mean a fixed-rate loan is repaid in cheaper dollars.
Inflation will roar and interest rates will rise, but
your payments won’t change in nominal, or dollar,
terms. While debt is not to be encouraged, at least
this kind of debt is not especially dangerous in
a high-inflation environment, as long as you can
afford the payments.
A good approach is to set a savings target in the
medium term equal to your short-term debts and
aim to wipe the slate clean in, say, less than a year.
Don’t put off building your cash cushion in the
meantime, but definitely seek to reduce, not add to
such debts.

Cutting Debt, Step by Step

“Get out of debt” sounds like the typical good
advice nobody takes, like “lose weight” or “eat
better.” But you can do it. Here are five key steps
in decreasing order of financial impact. It doesn’t
matter which you tackle first, but get started today.
1) Boost income: It might seem imprudent
to go on job interviews in a tough market, but
there’s really no way to measure your worth in the
marketplace otherwise. Employers count on fear
to keep you at your current pay level. If you feel
confident in your current position, shaking things
up is worth considering.
If leaving your job seems like a bad move, for
whatever reason, then ask for a raise. Look up
your current job by ZIP code at www.Salary.com
and click through to the national averages chart.
It will show you both median and by percentiles
what others in your field command. If you’re not
at the median or feel you are worth the higher
percentiles, make it clear to management.
Topped out? Get a second job or seek overtime
at your current work. Networking can help you
land an off-hours gig, one you might even enjoy.
Get a bartending or catering spot, a night or
weekend job in retail, or look for contracting work
online. A second income dedicated to debt is a
huge step forward.
2) Sell large items: For quick debt reduction,
selling a second car or liquidating some other
Phase 4 Special Report

property might be a good approach. Look up the
value of your second or third, less-reliable car on
www.Edmunds.com. The recession has meant that
the market for used cars is on fire. Your backup
car might be worth more than you think. Used
Hondas sell for only a few thousand less than their
full price of five years ago, for instance.
If you have equity in your home you can tap,
you might consider borrowing against it now
while rates are artificially low, thanks to the Fed.
You could pay your adjustable loan off, essentially
transforming it to a fixed rate note. Just be careful
with fees on such loans.
3) Rent out a room: Many people during the
recession doubled up, taking in older kids or aging
parents who lost their homes or couldn’t find
work. If they’ve since moved out, could you get
comfortable with renting out space? If you live near
a university, there’s probably an honors student
who just wants a quiet space to sleep and study. If
you’re a retiree, a roommate of your approximate
age and interests could improve your quality of life,
as well as reduce your cost of living.
4) Use your tax refund to pay debt: If you’re
like most people, the annual check back from
Uncle Sam goes straight to spending, usually
splurges. Your accountant should be able to
estimate your refund in advance. Find a debt you
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want to pay down that approximates the refund
and match them up. You’ll feel much better seeing
one of your debts evaporate overnight.
5) Sell the little things: Absolutely liquidate
whatever is in your garage or attic you don’t use
regularly. A yard sale can bring in some quick cash.
If you aren’t interested in that, the most effortless
gain is to donate it all to charity and collect the
donation receipt for the tax deduction. Either way,
it’s money in your pocket.

Be Smart About Social Security

First, a caveat: Keep in mind that Social
Security at some point in the Aftershock will
become means-tested. Social Security as we
understand it today will no longer work the way
one would expect. Nevertheless, here are some
ideas for operating in the current environment.
If you’re near retirement, it’s important to
carefully consider exactly how you will retire. The
government will let you retire as young as 62 and
as late as 70. In rough terms, a middle-aged person
earning $100,000 today can expect to get $1,724 in
benefits at age 62 but $3,055 if he or she waits to
age 70 (I offer a major caveat below, however).
The reason why is simple enough: The
government is betting that you will die more or
less on time, so if you wait longer to claim, that’s
fewer years you will stand to collect. If you have
income and enough saved to live comfortably from
your chosen retirement age to 70 (or at least nearer
to 70 than 62!), the larger income stream later
could come in handy.
Remember, if you make it to 65, it’s likely that
you will live another 19.2 years. That’s according
to the latest figures from the Centers for Disease
Control. When you consider it, most of those
“bonus” years are after 70, a time you are more
likely to need cash flow for medical reasons.
If you are married, there is a peculiar strategy
that you should absolutely know about and of
which you should at least try to take advantage. It’s
known as “file and suspend.”
File and suspend works like this: Whoever is
the larger earner in your household applies for
benefits and then asks to suspend payments. The
effect of filing is that the spouse then immediately
begins to collect spousal benefits. That can mean
4

the equivalent of half of your full benefits going
to the spouse (or vice versa) for all of the years
between your retirement age and when you finally
choose to collect.
The neat part is that your ultimate payment
is not affected by the spousal benefits that flow in
the meantime. You still get to maximize your own
payout when the time comes, and you can work
in those intervening years if you choose. It can
add up, perhaps to $15,000 a year of income you
otherwise would have missed for failing to take up
this strategy.
Couples who earned similar pay over the years
might not find the calculation is better than filing
normally. So do your homework on this and get
help from a retirement counselor on your situation
before making any decisions. AARP has a nifty
calculator on its website (www.AARP.org) that can
walk you through exactly the best way to maximize
the payout for your situation.
Here are some other, little-known strategies to
remember when you approach retirement age:
• Work at least 35 years. If you choose to retire
a year or two early, those years are added in as
zeros to your lifetime earning average, lowering
your payment.
• If you have dependent children who are not
married and under 19 when you claim, they
could receive payments of up to half of your
full benefit. This can be a stepchild or adopted
child.
• Divorced? If you were married for at least 10
years, you can claim benefits based on your
former spouse’s record.
• Remember that Social Security payments are
income, and thus taxable. If you expect to keep
working full-time, it’s probably better to put off
claiming this income until you make less.
There is one caveat: Social Security might
change — a lot. Given longer lifetimes, it usually
makes sense to wait until later to take Social
Security. In the long term, you will receive a higher
total benefit. However, given the financial pressures
that are likely to hit the federal government in a
few years, things might not be so straightforward.
In fact, in the Aftershock scenario, Social
Security likely will become means-tested — you
will get it only if you need it, meaning that you
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after-tax dollars into these accounts and
some types of IRAs, it may be tax-free.
Your plan administrator will know.
IRAs and 401(k) withdrawls, like
Social Security payments, can be
delayed for a while. But when you get
to 70½ the IRS will force you to take
a fixed amount and be taxed on that
income. This is known as the “required
minimum distribution” (RMD).
It would be worthwhile to sketch
out a strategy for taking from each pot
Assumptions of this chart:
at a specific time in order to “smooth
• Born 1960 • Earns $75,000/year • Uses SSA estimated benefit
out” the income stream over the years.
SOURCE: AARP
Although retirement funds and your
Social Security benefits will grow
have no other significant income or assets. In
the
longer
you
wait, it would be upsetting to be
addition, the level of benefits may be decreased
underfinanced through one period only to be
through inflation adjustments that do not keep
overtaxed in the next.
pace with true inflation. Congress is already talking
For instance, a 52-year-old saver with a current
up using “chained CPI,” which simply means lower
salary of $75,000 who expects to retire around
cost-of-living adjustments.
65 can expect Social Security payments of $1,771
So it may make sense to take Social Security
a month in today’s dollars. Counting normal
early, and it may not. Much depends on your
inflation, the figure is $2,809. Let’s assume he or
confidence in the government’s willingness and
she has a pension paying about the same amount,
ability (both are important) to pay Social Security
and an IRA generating an income of the same.
benefits at the current rate for the next 20 years.
That makes an income of $8,427, or just over
Plan for Taxes in Retirement
six figures ($101,124 to be exact). Leaving it at
$100,000 for simplicity’s sake, our retired taxpayer
You weren’t expecting to be taxed on Social
is forking over $21,610 a year at current rates. (We
Security, were you? Despite the fact that the Social
have no idea of what future rates will be, but we
Security trust fund is invested in tax-free U.S. debt,
certainly can assume the IRS is still in business.)
its payments to you will be taxed as you receive
Let’s say you convert the IRA to a Roth IRA
them. Talk about adding insult to injury!
in batches over several years and put off Social
But there are a lot more ways you’ll be taxed in
Security to age 70. What happens?
your retirement years, and the government will be
First, your income at 65 falls, of course. Instead
looking for ways to squeeze every dime it can out
of six figures, it’s two-thirds of that number. But
of everyone, rich or not, essentially in perpetuity.
the IRA money is now tax-free forever. You are
Being smart about taxes in your retirement is
taxed starting at 65 on the pension portion alone.
crucial. At some point prior to retiring, sit down
Your annual income is $67,416 and your taxes are
with a piece of paper or a spreadsheet and visualize
$12,981 before deductions you might take.
every source of income you expect to have: Social
Likewise, because you put off Social Security,
Security, pensions, annuities, and all retirement plan
your monthly payout jumps to $2,713. On a yearly
distributions, such as from IRAs and 401(k) plans.
basis, you picked up more than $11,300 in added
The important point here is that you will
benefits. Add that to your tax savings and the
need to have flexibility if you want to minimize
difference is close to $20,000 a year. You have less
taxes. Pension plans tend to distribute tax-deferred
in that interim gap between 65 and 70 but much
savings as regular income to you starting at
more as you get older, when you might really need
retirement, as will annuities. If you saved some
Social Security Monthly Benefits
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multiple advisers and they tell you to
diversify into real estate, well, that’s
great. But if you have to stretch to get
that place on the sand, don’t do it.
Here’s why: Once the Aftershock
hits, real estate will take it on the chin
— again. Most of the people who did
stretch to get into a cozy little place
will be looking to get out at almost
any price. You might find yourself in a
position to snap up a property on the
cheap in the chaos, but not now.
What about your vacation time in
Assumptions:
the intervening years? Well, consider
• $50,000 current IRA balance • 46 years of age
that in most desirable locations
• Couple contributes $13,000 per year • Withdrawals begin at 65
• Return on investment 8% (before 65) • Return on investment 6% (after 65)
there are dozens upon dozens of
• Inflation 4% • Current tax rate 28% • Retirement tax rate 28%
“investment” properties to rent. You
SOURCE: Source: Planningtips.com (calculator site)
can find them online these days
through several specialized real estate
it, simply by being smart about taxes.
and vacation sites or just by dialing up a local
Similarly, carefully consider where you will live.
realtor in the area you want to go. Since many
Nine states have no income tax: They are Florida,
people bought nearly identical units in huge
Tennessee, New Hampshire, Texas, South Dakota,
condo complexes, database shopping online means
Wyoming, Nevada and Washington. Thirty-six
you can take your pick.
states do not tax your Social Security benefits
They get the cost and bother of payments,
(giving you 36 potential ways to shield your Social
taxes, and maintenance and you get a week or two
Security payouts from extraneous taxation).
anywhere in the world. Think of it like a timeshare,
Before making a moving decision, consider also
but with zero contracts and zero commitment. Play
local taxes on real estate, county and city sales taxes,
the hotels off the rental units and see where the
and taxes on services like cellular phones and other
best deals are. You can get extra savings by booking
services. Then balance the tax advantages you find
early or just before or after high season.
with the actual cost of living, including costs such
Seriously, the place you want to be when the
as healthcare and property insurance.
Aftershock hits is in control of your investments,
Avoid New Mortgages and Second Homes
and vacation real estate is the opposite of control.
Often, people fantasize about having a
It’s a bad investment idea in good times and could
second home for retirement, someplace up in the
be a disastrous one in bad times. Steer clear and let
mountains or at the beach. Too often, however,
your mouse do the clicking when you want to get
people are deluded into thinking a second home is
away for a few days.
some kind of savvy investment.
Plan Ahead On Medical Expenses
It is not, at least not for most. Rather, they
The single most powerful way to save money
tend to turn into money pits and can be the most
for
your
healthcare spending is through a health
illiquid of all investments. At some moment, your
savings account, usually in conjunction with an
financial needs will force you to sell and you very
inexpensive high-deductible health insurance plan.
likely won’t be able to do it. Likewise, thanks to
New rules under healthcare reform have called into
hurricanes and coastal flooding, the insurance cost
question the future of this tool, but it remains legal
of anything on the coast is skyrocketing — if you
and can seriously reduce your tax burden.
can buy insurance at all.
People carrying family health coverage can
If you have the kind of wealth that requires
Roth IRA Effect
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take out $6,450 in 2013 (single filers $3,250) and
set it aside, all free of income tax this year. It can
be spent tax-free or saved up until retirement, in
which it can then be spent tax-free on healthcare
needs. Paired with a low-premium, high-deductible
health plan, HSAs work best for people who have
income they would like to save but no expensive
chronic health problems.
If you have fixed medical expenses now, such
as a lifelong prescription or periodic medical
treatment, consider a flexible spending account
(FSA) through your work. The major difference
here is that you must spend all the money in the
year you set it aside, but you are not required to use
a high-deductible health plan.
A person with recurring, predictable, and
uncovered medical expenses thus would benefit
from a flex spending plan. Starting in 2013,
however, FSAs are capped at $2,500 a year.
Insured or not, if you have a substantial
medical event in a given year, you can deduct it
once the cost exceeds 7.5 percent of your adjusted
gross income. For a person earning $50,000, the
threshold test means no deduction until the first
dollar after $3,750.
Always add up your medical spending, tax
experts say. Often, the threshold at the state level
is much lower than federal. People also forget to
keep track of miles driven for medical treatment
(now 24 cents per mile) and a whole host of
deductible products and services you might not
consider “medical.” These include treatment for
alcohol and drug abuse, body scans, prescribed
birth control, visits to chiropractors
and acupuncturists, diabetes supplies,
eyeglasses, fertility treatment, home
care, hearing aids, hotel stays and meals
related to medical treatment, and even
long-term care insurance premiums.

being there when you need it in 10 to 20 years.
Just as with annuities and whole life insurance,
long-term care insurance companies hold
investments in long-term bonds, commercial
real estate, and stocks. These will fall with the
Aftershock, eventually forcing many companies
out of business.
Like with pensions and mortgage companies,
the government will not be able to fund endless
bailouts. At some point, the government will call
it quits. So if you’re in your 50s or 60s, the best
option is to get out of any long-term care insurance
plan now, or, as an intermediate option, perhaps
reduce the amount of coverage, thus reducing
your premiums. It’s better to protect and grow the
money in proper investments instead.

Find Relief at the Gas Pump

One of the most basic tactics to promote saving
is not spending. But we’re tied to some spending,
such as gasoline for our cars. You can take the edge
off that spending just by getting a cash-back gas
card and by filling up only at discount clubs, such
as Costco or BJ’s.
If you own two cars and fill them up each week,
you spend on average $6,552 a year on gas. Buy at
the discount club and they’ll knock about 10 cents
off a gallon for members. Use a cash-back card and
you earn 3 percent back, even at Costco. Right
there, that’s $384 back in your pocket.
The typical commuter drives 16 miles each
way, so that’s 32 miles per working day. It comes
to a little more than 8,000 miles per worker. Most
people put 12,000 miles on their cars each year, so

What About Long-Term Care?

If you are elderly or have health
issues, it makes sense to continue your
long-term care insurance for possible
use in the next few years. But if you
are still in your 50s or 60s and in good
health, you’re not going to be able to
depend on long-term care insurance
Phase 4 Special Report

Annual Fuel Cost
MPG
Chevrolet Impala.................... 22
Chevrolet Volt........................ 98
Toyota Prius Plug-in Hybrid....95
Ford Focus Electric................. 105

SOURCE: Source: FuelEconomy.gov
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the simple math is that your drive to work is twothirds of your total driving.
What if you started to telecommute two days a
week? Or bought a car that gets ultra-high mileage,
such as a hybrid model? Or both? It’s not hard to
imagine pushing your mileage up to double the
average with a little effort. It’s time to get creative!
How much could you save in gas? Consider
that a normal sedan, say a Chevy Impala, costs you
$2,200 a year to drive in gasoline costs. A Chevy
Volt, which runs on gas and electric, runs you $900,
a Toyota Prius hybrid $850 and an all-electric Ford
Focus $600 in electricity costs, according to federal
government reports (www.FuelEconomy.gov).
Averaged, you would save $1,417 a year in gas costs
just by switching to an efficient car.

Cut Vacation Spending in Half

To score deals on hotel rooms, it pays to use the
Web and your smartphone to your best advantage.
For instance, if you don’t have a set destination
in mind, two websites are great places to start:
Jetsetter.com and SniqueAway.com offer highend hotels at rock-bottom prices in domestic and
international locations.
These are “flash sale” sites, where prices last a few
hours at most and buyers who are paying attention
snap them up. When a flash sale pops up, you need
to act fast and book the room; however, these aren’t
necessarily “last-minute stay” deals; you normally
can book up to two or three months in advance.
One recent Jetsetter deal featured a downtown
Chicago hotel starting at $90 a night, rather than
the usual $139 per night. Another deal was for a
suite in Rome for $130 a night, compared with the
typical $220 price tag.
SniqueAway.com is connected to the website
TripAdvisor.com, and all the hotels listed on
SniqueAway get four or five stars from TripAdvisor
users, basically providing a great pre-screening tool
to narrow down to hotels with the best amenities
and customer service.
Your smartphone also can be your gateway
to big savings. Travel site Orbitz.com recently
launched “Mobile Steals,” offering discounts up to
half off at hotels in more than 50 cities around the
globe. Access it through Orbitz’s free “Hotels by
Orbitz” application for the iPhone and iPad.
8

If you’re traveling at the last minute, booking
via your smartphone can come in particularly
handy with the “Hotel Tonight” app (www.
HotelTonight.com). It offers prices up to 70
percent off for last-minute hotel room bookings
in more than two dozen U.S. cities, including New
York, Los Angeles, and Miami.
Similarly, Hotwire (www.Hotwire.com) can
cut your hotel bills by half simply by your being
willing to buy the room before knowing the
hotel’s brand name. In this case, you shop by map
location and star rating. Usually, it’s a four- or fivestar property that’s seeing a slow period and needs
to move inventory to break even.

Food Shopping Strategies

As long as you’re down at the discount club
getting gas, start considering how you spend
money on food. It’s possible to cut your food
costs by thousands of dollars a year with just a few
simple tactics.
It sounds like a chore, but starting a fixed
shopping list (on your smartphone, for instance)
is a real boon when it comes to buying food,
wherever you shop. Make a short list of essentials
and keep it in the kitchen or on your phone. When
you go, use a hand basket or the smaller carts some
stores now use.
Then stick to your list! A study by the
University of Wisconsin showed that shoppers
making a “quick trip” to the grocery store usually
bought 54 percent more than they planned.
Don’t buy things simply on appeal. If you see an
irresistible sale, be certain that it is something you
eat with regularity and which can be frozen and
saved for later.
Look closely at shelf labels. Most stores now
put the cost per ounce or pound right below the
price tag. Compare large and small containers and
both name brand and generic “store” brands before
you buy.
The differences can be huge, typically 40
percent off for buying the store brand, once you
add up loyalty card savings and two-for-one deals.
Try them out. If you dislike store brands, you can
always pay more for names, but I bet you will find
little difference. That’s because stores brands often
are manufactured by the same companies. For fun,
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have a “blind tasting” night with your family and
see who can pick out the brands by taste.
If you spot something marked down
dramatically — say, a closeout price on a product
you use and that won’t spoil, such as laundry
detergent — go big. As long as you have the space to
store items in bulk, such as paper products, you can’t
lose by taking advantage of such discounts. Clear the
shelf and stack them up in the garage if need be.
Eating lunch out at work is a huge drain on our
wallets. If you have highly social co-workers who
always seem to be inviting you along (as long as
you pay your own way!), let it be known that you
only eat lunch out on Wednesdays or every other
Friday. They will understand. They may even be
inspired and mimic your frugality.
You still have to eat, so I advise that you make
your lunch for the week in advance, say on Sunday
afternoon. If you have five decent, well-made lunch
options ready to go in the fridge before Monday,
you are less likely to fall victim to the lunchsplurge trap. You could easily save $1,000 a year by
eating simpler, hand-packed lunches over quick
burgers on the run with co-workers.
Avoid food waste at all costs. Studies show
the average American family loses $1,600 a year
on food thrown out. If you buy with a list and
buy more conscientiously, there will be less waste.
“Recycling” leftovers into lunches is another good
tactic. A piece of uneaten steak sliced cold over
some fresh salad greens is an excellent office lunch,
for instance.

Save Big on TV

Remember rabbit ears? Did your first family
television have HORIZ and VERT dials and a
wood-grain cabinet? Thankfully, bulky TV sets
are behind us, with today’s super-flat screens
approaching cinema-level quality or better.
What many people may not realize, however, is
that a lot has changed on the other side of the tube,
too. Understanding the new television cable and
broadcasting landscape can help you save big bucks
every single month.
What do we mean? Well, for one, television
stations were mandated a few years back to invest
millions in cutting-edge digital transmission
systems. You now can get high-definition quality
Phase 4 Special Report

programming over the air for free — zip, zero,
zilch. All you need is an ordinary, inexpensive
antenna and a clear (or at least elevated) place
to mount it and presto, you’ll have no-cost local
stations, all in digital.
There is a seismic shift going on in the cable
and satellite industries as well. Younger viewers are
moving ever closer to the smaller, mobile screens
found on laptops and tablet computers such as
the iPad. Eager to market to youthful spenders,
programmers are trying to engage those viewers by
sending TV and movie content over the Web.
Increasingly, people are making the choice to
“cut the cord,” canceling cable and satellite TV
while experimenting with streaming online content
from slick, packaged services such as Netflix,
Amazon, and Hulu. Experts estimate that you
could replace nearly 70 percent of the content you
currently receive for $16 a month. Compare that to
typical pay TV packages at $150 a month or higher!
Chances are, you don’t even need to buy any
special equipment. If you own a newer, “smart”
TV or a videogame console in your home, such
as an Xbox or Wii system, and a wireless Internet
connection, you’re most of the way there. You
just need to sync them up and see what’s already
available to you.

Slice Your Insurance Costs

It’s just common sense to review your
insurance bills once every few years. If it’s too
much of a hassle, put it on your calendar to check
car insurance one year, home insurance the next,
then life insurance and repeat.
Insurance companies count on you being lazy.
They often bid low to get your business and then
push through small increases every year. You don’t
get better coverage, just an eventually higher bill.
You can quickly and easily comparison shop most
insurance plans online and you will know right
away if you’re getting the most bang for your buck.
Likewise, reconsider deductibles. Insurers
generally don’t charge much more money for
higher levels of coverage, so skimping on limits
is usually not a smart idea. You save much more
money by raising deductibles as high as you can
withstand. If the thought of paying $1,000 to fix
your fender sends chills down your spine, you have
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bigger problems than a busted fender.
Get your emergency fund up to well over the
deductibles and then call up your agent and ask
how much lower your premium would be. If the
answer doesn’t impress you, time to shop that
policy for a better deal.
And remember, insurance on an older car
is nearly worthless. If you total your 10-year-old
Chevy in an accident, your insurance company is
not going to buy you a new one. Instead — and
this surprises people — the insurer pays what it
considers the “cash value” of the car you lost. That
might be only a few thousand bucks, just enough
to make a new down payment. Yet you probably
carry a policy appropriate for a much more
expensive car. Talk to your agent about the right
level of coverage for each vehicle and
each driver.

Bank Cheaply

State and Local Tax Collection

Millions of USD

When banks had free rein to hide
fees in credit-card charges, they were
happy to give away basic banking
services, such as checking. Known
as “interchange” fees, these tiny card
charges made banks as much as $8.7
billion a year. Of course, these expenses
were covered by retailers, who then hid
the cost in the prices of the goods and
services you bought.
Thanks to banking reforms the
charges are ending, but that means
rising bank fees. Expect an end to free
checking soon, bank experts say. You are likely to
begin paying up to $183 a year in banking fees to
compensate.
Instead, switch to a credit union. It’s cheap
to join and offers truly free checking because
the account holders own the bank. Find a credit
union near you at the National Credit Union
Administration website (www.NCUA.gov).

but worthwhile. Just take a look at some of the
popular real estate websites, such as Trulia (www.
Trulia.com) or Zillow (www.Zillow.com) and do
your own “comps” on home values near your own
house. If you think your property tax assessment is
too high, appeal it.
You can appeal your taxes by yourself simply
by filing an appeal at your local assessor’s office.
However, if you don’t feel comfortable going it
alone, there are companies that will do this for you
— just Google “tax assessment appeal companies.”
Most charge a fee that’s usually a percentage
of the savings you realize after the appeal. Check
firms out with the Better Business Bureau and
comparison shop for the best deal.

Save Money on Local Taxes

You’ve probably notice that local tax rates
are starting to creep back up. You can offset that
by reviewing your home’s assessed value. Lots of
towns and cities don’t regularly review property
value assessments. Yours might be way out of
touch with reality. This can be daunting to some
10
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Reduce Your Tax Bill Now
Changing your tax bill is really about changing
your approach to income. Starting a home
business, for instance, can be a great second income
stream. Importantly, if you think you can make a
go of it as a legitimate company, a home business
can help you turn existing personal expenses into
business expenses instead.
If you take the home office deduction, for
instance, the tax breaks are numerous, such as a
portion of your electric bill and home computer
and equipment costs. You get a break even if
the business loses money. A fair estimate for a
2,000-square-foot home used partially for business
comes to just over $4,000 a year in tax savings.
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You should never start a business solely for the tax benefits (the
IRS frowns on that tactic, understandably), but if you think you
can make a go of a home sideline, there’s no reason not to try. Most
entrepreneurs fail with regularity before hitting it big, yet you can bet
they take all the tax breaks they can in the meantime.

Lower Your Tax Bill Later

Consider a Roth IRA conversion. You have to pay the tax now,
but the investment that remains will grow tax free, never to be taxed
again. One way around the immediate tax hit is to convert small
amounts, year by year. Another is to convert in a year you expect to
have a low income, say the year you start a new business and earn
very little after business deductions.
For instance, a couple in their mid-40s can put away up to
$13,000 a year in after-tax dollars. You pay the taxes today but then
the growing balance is forever tax-free in retirement. If you think
your tax rate will fall dramatically in retirement, this strategy might
not be much of an advantage. However, if you believe it will be about
the same, you end up with $60,420 extra to withdraw by paying taxes
now, rather than later.
The beauty of the Roth IRA is that the government doesn’t force
you to take distributions at 70½, as is the case with a normal IRA.
It can grow into a dramatic legacy tool for your heirs, as well as
providing security in your old age from unexpected medical costs.

In Conclusion

Hopefully, the tips in this Special Report serve as a solid
starting point. The overarching theme to all of this is, “It’s time to
start thinking differently about your assets.” In order to stop living
paycheck to paycheck, and to avoid being caught in the crossfire as
governments devalue currency and drive up inflation, we need to be
proactive and resourceful.
Politicians tend to run countries at a deficit. They spend more
than they take in, and over time, the bills mount. Our best lesson
is not to run our own personal finances in the same way. The key is
to live within our means, eliminate the unnecessary spending that
doesn’t add true value to our lives, and continue growing our savings
in assets that can withstand the dangerous effects of the coming
Aftershock. It’s an ongoing effort, but a very worthwhile one.

Robert Wiedemer
To renew or subscribe to this newsletter, please go to
www.moneynews.com/offer
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