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Book's Purpose and Goal

The Purpose of this book is to put you in control of your financial 

life.

It’s this simple: If you don’t control your money, a person or 

company will and this gives them control over your life because it 

limits your financial choices.

Understanding and using the information in this book will put 

you on the path towards this Goal: The American Dream. This 

means owning a fully paid-for home plus having income from 

financial resources equal to or more-than an average job would pay. 

This then allows you to spend your time following your dreams, 

talents and passions instead of working at a job just because you 

need the money.

Basically, you’ll have the knowledge and skills to successfully 

grow, protect and manage your own financial resources free from 

other’s control. 

How? By reading, understanding and applying this book’s step-

by-step process:
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1. Step One: Gain Money Self-Awareness

2. Step Two: Achieve Financial Literacy

3. Step Three: Collaborate For Wealth Building

Most people believe one or more of these fairy tales about 

themselves:

1. I’m not lucky enough to be rich.

2. I’m not smart enough to be rich.

3. I’m not talented enough to be rich.

4. I don’t know where to begin – it’s too complicated.

I say nonsense! Here’s the truth about you and your financial 

future: You're lucky because you're someone who's discovered this 

book to read. Your smart enough if you can understand this book, 

written at high school level. Your talented enough if you follow and 

actually use what’s in this book. You begin right here, right now – at 

the beginning of my book!

“Knowledge is power” (Sir Francis Bacon, 1597).

In our case: Knowledge = Financial life-changing power.

Here’s to your bright future filled with financial fortune and power!

How To Use This Book

The Financial Banana Split is written to be used as a reference 

tool throughout your financial life cycle: 

Saving > Spending > Investing > Retirement.

Read it through once to gain exposure to all financial terms and 

concepts – no need to memorize everything (except students?).

Use it as a reference tool and apply its specifics to whatever 

the financial task or challenge facing you: home buying, investing, 

establishing credit, etc. to help achieve your best outcome.
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Ice Cream Makes Me Happy

At the moment you sink your mouth into a sweet, creamy, scoop of 

ice cream . . . your eyes close, and your nostrils widen as you deeply 

inhale the sweetened air below. Your mind drifts into the soft cloud 

of a happy daydream.

It can be a simple vanilla soft serve enjoyed outside a drive- up 

window on a hot summer day or a complex scoop of bourbon-infused 

banana ice cream with dark chocolate ribbons, flecked with pieces of 

honey-glazed toasted almonds, eaten in front of a roaring fireplace 

on a dark and stormy night.

These words easily transport us to a positive, comfortable place 

because the language of ice cream is familiar and understood – not 

the least bit frightening.

This book’s goal is to make your relationship with money positive, 

comfortable, familiar, and understood – not the least bit frightening.

This will enable you to achieve the American Dream: home 

ownership and financial security. 

Goal: Rewrite your STORY and . . . unlock your DESTINY.
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Money – What is it and  
Why should I care?

How many ducks or chickens did you trade to the shoe store to 

buy your sneakers? How many cows would you trade to buy a car 

or a house?

What? That’s right: Long ago people placed a value on what they 

owned and if they found someone with something they wanted and 

who also wanted to make a trade for what they had, a transaction 

would be done. This is known as “bartering”: trading your goods or 

services for equal value goods or services.

Then, currency (money - coins and paper bills) - was developed 

to represent the value of goods (ducks, chickens, cows, etc.) and 

services (labor to plant a field, sew a dress, etc.). Currency acts as 

a “medium of exchange” – or “middleman” between parties and 

represents the value each has to offer. It can be exchanged more easily 

than exchanging actual goods or services.

This is a huge advantage because now, using money, you don’t 

have to find someone willing to trade your chickens for their sneakers. 
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Now you simply give a shoe store a value in currency (money), equal 

to the sneakers and you’re done.

“It’s a free country” is an expression most of us have heard.

What does this really mean? Things costs money to buy – they’re 

not free. The “free” in this expression means free will: The Right to 

make your own decisions about your own life, not have them be 

made for you by a government.

Well … so much for politics. But what about your financial 

freedom? “If you don’t learn how to control money, the people 

and companies that do know how to control money will end-up 

controlling you” (B.A. Rowland).

This means if you’re not in control of your own money – if you’re 

not financially literate, you could sooner-than-later give-up your 

financial freedom and this translates into giving-up your purchasing 

power and many life choices.

When this happens, you’re limited in how much you can afford 

to pay for: housing, medical care, education, entertainment, clothing, 

travel, a car, etc.

And the added stress of always worrying about money is very 

unhealthy.

Money is your link to the future. It’s up to you to save, protect 

and grow it.

If you desire to be healthy, if you desire a brighter future, commit 

to reading, understanding and using the valuable information in 

this little book. 

It’s the smart thing to do and it puts you on the road to financial 

success enabling you to maintain and expand your financial freedom 

and lifestyle choices.

You’ll be way ahead of those who ignore the practices in this book.
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Here’s why you should care: to look out for your own self-interest.

And it’s doubly important especially if you’re not a financial 

person/student. 

Why? To know enough not to be taken advantage of by those 

who don’t have your best financial interests in mind. Who? Everyone 

else in this world!
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True Story – Employee

Can you achieve the American Dream if you start with nothing? 

Here’s a true story illustrating that, with the right mindset, you can !

While I was operating a facility as a licensed nursing home 

administrator (LNHA) in the Bronx, NY, a longtime employee came 

to me in tears.

She told me she’d been evicted from her apartment along with 

her young son and her sister’s asthmatic child. She asked if I could 

somehow help her regain her residence.

Her job was steady, with good pay and benefits, but her boyfriend 

had “borrowed” several months of rent money, and she had been 

evicted for non-payment. I called the sheriff ’s office but was told 

back-rent charges had to be paid in full before the housing authority 

would remove the door locks.

Since young children were involved and she was an excellent 

employee, I offered to loan her money to repay her debt ($3,500) if 

she agreed to automatic payroll deductions until the loan was paid 

back. She agreed.
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She and the children returned to their apartment, and she got 

rid of her “boyfriend.”

The loan was paid back in full and on time.

Later, I learned she had never stopped the automatic payroll 

deductions I’d set up as her employer. She and I were ahead of our 

time with the simple, now widely accepted wealth-growing technique 

known as automatic deductions – we just didn’t know there was a 

name for it.

After implementing these automatic deductions, she must have 

made adjustments to her lifestyle (budgeting), because she was also 

able to fund a savings account. Before I left the business and New 

York – over 20 years ago – she told me she had saved over $5,000 

dollars.

Moral of the Story

If a victimized, urban, single mother of two – broke, in debt, 

and evicted from a public housing project – can pull herself together, 

learn to budget, and accumulate thousands in savings . . .

SO CAN YOU!!



STEP ONE

GAIN MONEY 
SELF-AWARENESS
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What Is Money Self-Awareness?

Self-awareness is understanding how core values influence our 

behavior.

Core values are the basic values we live our lives by such as: 

honesty, humor, logic, control, faith, ambition, love, fairness, fear, 

courage, cheating, curiosity, etc. We all have them. Our behavior is 

marked by which ones are dominant in our personality.

Money self-awareness is understanding which core values domi-

nate our thoughts when we deal with money. Reordering them to 

replace negative ones (fear/apprehension/negativity) with positive 

ones (healthy curiosity, logic) is vital to our future financial success. 

Why? Because replacing decisions based on emotions with 

thoughtful consideration based on history, knowledge, comparisons, 

common sense, I tell you from experience, is the single most important 

factor in determining your future financial failure or success. Long 

term success needs long term thinking.

Knowledge is useless if emotions overrule its application.
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How to Own It and Use It

Your feelings and family memories about money (Orman, 1997) 

will help you craft a meaningful three-line poem: your own Power 

Money Mantra. This will help you override emotions with logic when 

you need to make financial decisions – big or small.

a) Your Feelings About Money

What thoughts about money make you fearful, self-conscious, 

over-whelmed: Student and credit card debt? Next month’s rent? Lack 

of money? A job or better pay? Everything about money? (Orman, 

1997). Write your three most pressing money problems down for 

later use.

What do you want your financial future to look like: Being able 

to pay for college? Owning your own home? Being your own boss? 

World travel? Write the three top financial priorities down for later 

use (Orman, 1997).
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b) Your Hidden Money Memories

Think of your oldest sweater or jeans hanging in the back of 

your closet or buried deep in your dresser drawer. You’ve forgotten 

about them. They don’t fit. They’re not useful. You replaced them 

long ago.

This describes most people’s attitudes towards money: It was 

acquired years ago. You still own it. It no longer fits. It needs updating.

Most of us form our understanding and relationship to money 

when we’re children, taking our cue from our family (Orman, 1997).

Take a moment to remember your family’s money dynamics. 

What was your household’s feeling(s) about money: Comfort-

able, nothing to worry about? Taught or not about finances from 

parent(s)? Stressed-out, never enough? Money is evil? We’re not 

the lucky ones?

Write down this important link(s) to your past for later use.

c) Creating Your Power Money Mantra

Want power? Then unleash your creativity!

The goal is to create a Power Money Mantra related to the financial 

vision you want for your future while powering past negative money 

feelings that could hinder your financial success.

A mantra is a repeated verse used to express a belief.

We’ll use a three-line format similar but simpler than Japanese 

Haiku poetry. This promotes meaningful, easy to remember phrasing.

Your Mantra is 3 lines using Points A, B and C:

Point A: The Subject – The main focus of your writing.

Point B: Living / Natural Objects – Universally relatable.

Point C: Action – This adds dynamics, depth and interest.
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Lines can be in any order. One line may contain multiple points. 

Each of the three points must be used at least once in your mantra.

Use words and phrases from exercises a) and b), above, etc.

Now let’s write one general Haiku and one Power Money Mantra.

Here are my examples:

My General Haiku

Standing on the front porch     (action/objects)

… loud sniffing behind door     (action/objects)

family dog, anxious to greet me     (subject/action)

My Power Money Mantra

Money mistakes – darkness – fear of the unknown 

(action/nature/ living)

financial information – light – awaiting discovery

(Object/nature/action)

knowledge conquerors fear and powers prosperity 

(living/action/living/subject)

Your General Haiku

Your Power Money Mantra
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This is your Power Money Mantra. It’s your new story. Memorize 

and repeat it before making any financial decision. More information: 

www.FinancialBananaSplit.com



STEP TWO

ACHIEVE FINANCIAL 
LITERACY
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Overview

1. Ingredient One – The Dish: Cash Flow and Banking 

The foundation: solid, no leaks.

2. Ingredient Two – The Banana: Home Ownership 

The defining structure of the Banana Split and the American 

Dream.

3. Ingredient Three – Ice Cream: Loans/Credit/Debt 

Ways to use money are as numerous as ice cream flavors.

4. Ingredient Four – Toppings: Avoiding Financial Landmines 

They cover other ingredients and affect their overall flavor.

5. Ingredient Five – Whipped Cream: Investing for Wealth 

and Retirement 

Rapid growth showcases your determination to follow financial 

plans and quickens your pace towards the American Dream.

6. Ingredient Six – Cherry On Top: Goodwill and Charity 

It's sweetness gives your finances direction and purpose

 Ingredients 1 - 4 protect your money. Ingredient 5 grows your 

money. Ingredient 6 gives you emotional support.

Together they guide your finances during your life cycle.
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Ingredient One:  
Cash Flow And Banking

Cash Flow and Banking are the dish in the banana split. It’s the part 

of your financial plan that has to be solid, no leaks.

Being aware of and actively managing your cash flow is 
the difference between controlling your money or your 
money controlling you . . . period.

How much you spend on credit cards, entertainment, food, 

clothes, or telephone and how much you’re able to save need to be 

informed choices because they tie in directly to your cash flow.

Credit and debt are so impactful to your financial health that 

they’re covered separately in Ingredient Three: Loans, Credit, and Debt.

A budget helps you make informed choices because you’ll realize 

how much available cash you have to spend each month before 

overspending into debt – explained in detail in the next few pages.

A friend recently asked me: “How does someone blow through a 

million dollars without realizing it and end up broke?” My answer: 
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“They didn’t pay attention and didn’t know or didn’t care about cash 

flow: how much was coming in versus how much was going out.”

This scenario famously happens to celebrities all the time.

My Point: If a millionaire superstar can get into financial trouble, 

you must be aware of your cash inflow and outflow, which is exactly 

what a budget helps you see.

What causes you to spend beyond your means? Advertising. 

There’s nothing wrong with you. You’re human. Advertisers know 

this and use it to sell you products and services prioritizing their 

greed over your need.

We fall victim to advertising with strong psychological appeal. 

Advertisers use behavioral science (the study of behavior) and data 

gathered from our smart phones, credit card transactions, etc. to 

understand our buying habits. 

They know us better than we know ourselves. Previously, in this 

book’s Step One: Gain Money Self- awareness, you learned techniques 

to understand and redirect yourself from taking actions that lead to 

bad money decisions. 

You can also resist these ever-present, sophisticated techniques 

that don’t add lasting quality to your life and move you further away 

from the American Dream with the following techniques:

Cash Flow Defense –  

Four Helpful Techniques

(All techniques are explained in detail later in the book)

1) Use your Power Money Mantra developed in Step One: Gain 

Money Self-Awareness to control potential bad spending choices. 

After going through this sequence a few times, it becomes auto-

matic. You’ll apply it to all future purchase decisions.



Ingredient One: Cash Flow And Banking

27

2) Start saving for your future now, whether to buy a home or to 

increase retirement savings, to counter overspending. A simple way 

to accomplish this is by implementing automatic deductions from 

your paycheck or checking account and transferring these funds 

into savings. This is using the “out of sight, out of mind” technique 

(detailed later in the book).

Automatic deductions are a major stepping stone on your path 

to financial security. This is so important it’s detailed again separately 

in Ingredient Five: Investing.

3) Be a “Conscious Consumer.” Earning money takes your time 

and effort. Have respect for yourself and consider your spending 

choices in view of this.

You have a lot more control over what you spend . . . than 
over what you earn.

Before you open your wallet and hand over your money, ask:

• Will I really use this product or service? Is it worth it?

• Can I live without it? How does this change my life? 

•  Do I own anything else that provides the same use?

• Did I feel a need for this item before I saw it in the store?

• Can I get the same product or service for less elsewhere?

4) Be aware of and track your cash flow using a budget. A sample 

one-page blank budget is provided on page 29. It’s simply adding up 

all your expenses and then adding up all your income and subtracting 

one from the other. The net result shows if you spend all, more, or less 

money every month than you take in – the basic cash flow concept. 

Elsewhere in this book are techniques to improve your monthly cash 

flow by helping you save and grow your wealth.
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You can also go to: www.FinancialBananaSplit.com to download 

apps for services that help you develop a budget and track and manage 

your money.

These apps allow users to keep track of activity from banks, credit 

cards, investments, loans, and financial transactions through a single 

user interface. Users can also create budgets and financial goals.

Feel free to use my format to input your own information. You’re 

looking for realistic numbers – a good guess – not perfection. Your 

accuracy improves as you complete each monthly budget. 

Obtain information from your bank and credit card statements, 

receipts, checkbook, cash on hand, memory, etc. Looking back on 

how you spent your money every month will amaze you. It’s a real 

eye opener into your spending habits.

Also, make a list of once-a-year expenses (birthdays, holidays, 

etc.), add them all together, and divide by twelve. Put this amount 

in the “Annual Expenses” item of your budget. If you don’t spend 

this amount monthly, you’ll have it to spend at the time of year it 

was meant for: holidays, birthdays, vacations, etc.
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YOUR MONTHLY BUDGET 
BUDGET EXPENSES                                   COLUMN 1
Rent or Mtg + Prop. tax $ ___
Utilities $ ___
TV/internet $ ___
Phone $ ___
Car expenses:  

gas/ins/pkg/maint. $ ___
Salon: hair care/nails, etc. $ ___
Pharmacy $ ___
Entertainment $ ___
Travel/vacations $ ___
Food: groceries/delivery, etc. $ ___
Kids’ allowance/other expenses $ ___
Subscriptions & club dues $ ___
Down-payment: future house $ ___
Emergency fund: future  

house $ ___
Pension/Investments $ ___
Annual expenses  $ ___

                 COLUMN 2 
Insurance $ ___
Clothes/shoes $ ___
Education   $ ___
Student loan expense  $ ___
Loans: other   $ ___
Dry-cleaning   $ ___
Cosmetics/skin care  $ ___
Health insurance   $ ___
Hobbies/sports $ ___ 
Childcare/sitter  $ ___
Pet care  $ ___
Charity   $ ___
Child support  $ ___
Alimony   $ ___
Credit card minimum  $ ___
Other $ ___ 

COLUMN 1 TOTAL $ ___   COLUMN 2 TOTAL $ ___

Expenses: Column 1 + Column 2 = 

TOTAL BUDGET EXPENSES: $ _______________ 

BUDGET INCOME                              COLUMN 1
Net salary(s)/wages $ ___ 
Bonus/other $ ___
Cash income (tips, etc.) $ ___
Net refunds (tax, etc.) $ ___
Net rental income $ ___
Net other $ ___

                          COLUMN 2
Child support $ ___ 
Alimony $ ___ 
Net investment  $ ___ 
Income  $ ___ 
Odd jobs/hobby $ ___ 
Other $ ___ 
Other $ ___ 

COLUMN 1 TOTAL $ ___   COLUMN 2 TOTAL $ ___

Income: Column 1 + Column 2 = 
TOTAL BUDGET INCOME: $ _______________ 

TOTAL BUDGET INCOME minus 
TOTAL BUDGET EXPENSE = 

YOUR MONTHLY BUDGET NET AMOUNT (+/-): $ ________ 
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Whatever your monthly budget net amount is, you can increase 

your surplus or decrease your deficit (so it becomes a surplus) by 

conducting a basic review of your expenses. Decide which are needs 

(necessities) and which are wants (desires). Be smart – trade several 

wants for savings. 

The most powerful way to cut costs  
is to plan purchases.

Monthly Budget Transfers

Surplus money should first go into your Emergency Fund 

(4-months living expenses). Then into your home as a Down-payment 

Fund or early mortgage payoff. Then into your pension.Then into 

your investments.

The easiest way to do this is to implement automatic deductions 

from your checking account monthly or from every paycheck.

Example: If your take-home pay is $800 dollars every two weeks, 

have your employer deduct $112 ($8 per day x 14 days) and auto-

matically deposit it into your savings account. Or instruct your bank 

to transfer twice this amount monthly from your checking account 

into your savings account.

It’s “out of sight, out of mind,” and there are no weekly/monthly 

decisions to be made about whether or not, or how much, to deduct. 

It keeps these monies out of easy “spending cash” reach. You’ll adjust 

your lifestyle to accommodate to this automatically. (Automatic 

deductions are detailed later, in Ingredient Five: Investing).

An alternative to a bank is a program offered by the Social Security 

Administration, part of the federal government. Their free program 

invests your money in United States Treasury bonds, considered one 

of the world’s safest investments. You can withdraw your money at 
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any time – penalty free. Downside? Slow growth at low interest rates. 

www.FinancialBananaSplit.com for link to website.

**Divorce – Special Note: Money issues are the biggest single 

cause of divorce. It’s a huge roadblock to the American Dream. 

Develop a sample monthly budget now with your potential mate 

that you can both agree upon – before getting married. Work out 

money issues now before they cause problems.

Banks – A Big Part of  

Your Cash Flow Picture

Definition: A bank is a financial institution licensed and regulated 

by the government as a Receiver of Deposited Monies. Banks operate 

as commercial banks or credit unions. Corporate shareholders own 

commercial banks. Depositors – as members – own their credit union.

Credit unions generally have lower fees for banking services and 

are more tied to the local economy with loan programs.

Commercial banks generally have greater ATM access nationally, 

translating into lower ATM fees out of state.

Deposit insurance: Your money – up to $250,000 per qualified 

account – is insured against losses arising from a bank failure.

Commercial banks use the Federal Deposit Insurance Corporation 

(FDIC), and credit unions use the National Credit Union Association 

(NCUA). They are equally safe programs.

Verify that your bank participates in one of these (there is usually 

a sign on the door) by asking for proof of membership.

Choosing a Financial Institution

Services include checking and savings accounts, CDs, loans, 

mortgages, pensions, credit and debit cards, and financial brokers.
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Access to banks and credit unions can be made by visiting a 

physical location (branch), ATM machine, or online by computer 

or by using your smartphone.

Use the following criteria to choose the right bank for you:

• Convenience: Do you want or need to interact in person? 

Then choose a bank with a physical location near you.

• Ease of Transactions: How will you conduct your business? In 

person? Online? Using an app to make deposits by smartphone? 

Using nearby ATMs? Choose a bank that best fits your lifestyle.

• Interest Rates: Who pays the highest interest rates on the type 

of accounts you plan to have (savings/CDs, etc.)?

• Fees: What fees are charged for what? When? Credit card? Checking 

accounts? How many free checks can you write a month? Is there 

a minimum balance required to avoid a monthly fee?

Two Monthly Financial Tracking “Must Do's”

Whichever financial institution you choose and however you 

choose to bank, there are two tasks you need to do every month to 

track your cash flow:

1) REVIEW your monthly bank statement for accuracy: Are all 

deposits accounted for? Are there any unexplained charges? Does 

the ending balance of last month’s statement match the beginning 

balance for this month? Any suspicious activity or errors? Your name 

and address current?

2) BALANCE your monthly bank statement: Instructions are 

provided on the bank statement or available at the bank or online. 

This allows you to verify the proper cash flow in your account has 

occurred.
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True Story – A Million-dollar Bank Error

I briefly became a millionaire when I was twelve years old due 

to a banking clerical error. Here’s my story:

When I was growing up in the suburbs in the 1960s, most people 

banked with their local bank. Adults had checking, savings, and 

Christmas accounts, and children put part of their birthday or holiday 

money in little passbook savings accounts. A passbook looked like a 

passport. Each time you made a deposit or withdrawal, the amount 

was posted into your passbook on a typewriter by a bank teller. One 

day, I made a small deposit into my passbook savings account and 

then went home and put the passbook away in my bedroom dresser 

drawer and promptly forgot about it.

The next day, the telephone rang – most people had only one 

telephone in their house, generally hanging on the kitchen wall. 

Our phone was the standard olive green, rotary dial. My mother 

answered. She became highly excited from whatever the person on 

the other end of the line was saying.

She asked me, “Bruce, did you make a deposit with your passbook 

at the bank yesterday?”

Being a boy, I assumed I must have done something wrong. I 

replied, “Yes,” and my mother said, “Go get it and bring it down 

here right away!”

So I got the passbook and gave it to my mother. She opened it 

and exclaimed, “Oh my goodness . . . you’re right!” She quickly hung 

up the phone and showed me my little savings passbook. Instead of 

posting the total as $100 dollars, the bank teller had put the total 

as $1,000,000!

I was rich!! . . . for about 24 hours.
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My mother instructed me to go to the bank right away, where the 

embarrassed bank teller corrected her error. She put lines across my 

newfound million dollars and replaced it with the proper $100.27.

Moral of the Story

Check every detail of your bank and credit card statements every 

month. You never know when fate will hand you an extra million dollars.

Ingredient One – Conclusion

Cash Flow and Banking are interconnected and is the most 

important Ingredient to understand and regularly monitor for your 

financial health.

Ingredient One: Major Points

1. Cash Flow Management = Control your money- don’t let it 

control you.

2. A Monthly Budget shows your cash inflow versus your cash 

outflow. Many banks have phone apps for monthly budgeting 

use.

3. Automatic Deductions prevent overspending=increased savings 

/ less debt.

4. Money issues are the biggest cause of divorce. Develop a 

budget before.

5. Bank choice: Ease of use, charges and fees, interest rates earned/

charged.

6. Review and balance your bank statement monthly for errors 

and accuracy.

7. Be a Conscious Consumer: Evaluate if spending is a need or 

just a want.
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Ingredient Two:  
Home Ownership

Home Ownership is the banana in the banana split. It defines the 

banana split and the American Dream.

“The strength of a nation derives from the integrity of the home.” 

(Confucius, philosopher, 551 B.C.)

Purpose of This Book

The purpose of this book, as I’ve mentioned, is to enable you 

to achieve the American Dream, which includes home ownership.

Goal: Rewrite your STORY . . . and unlock your DESTINY.

Your Story

Your story (or that of your child/grandchild) may include one 

or more of these truths:

• You can’t afford a home with your current job.

• You’re burdened with student debt.

• You’ll never have the financial flexibility to retire.
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Home ownership is the key to rewriting your story and unlocking 

your destiny, because real estate historically rises in value, which 

gives you:

• A wealth increase that doesn’t require another job.

• An asset you can borrow from to pay off student debt. 

• An additional income stream – renting all or part of it.

A statistic from the United States Census Bureau reveals the 

average new home cost $82,500 in 1981 and $242,300 in 2011 – an 

increase of $159,800 and a 300% gain. This period reflects the term 

of a standard 30-year mortgage.

My parents bought our family home in 1958 for $36,000. It 

was a medium-sized split-level design – standard suburbia. It sold 

in 1998 for $405,000 – a $369,000 increase and a gain of almost 

1200% in 40 years.

These examples illustrate long-term home ownership. Sometimes 

shorter periods have proven disastrous for homeowners, such as the 

recent mortgage meltdown of 2008. In this case, a house price decline 

of 75% from its high was not unusual. People lost everything. But it 

was a great time to buy a home if you could afford it, as my friend 

June did in True Story – June Cleaver on page 93. I discuss timing 

considerations for house buying a little later.

Catch up/Step up

Problem: You can’t afford to buy a home because you can’t 

save enough money to catch up to ever-increasing down payment 

requirements due to student loans, etc.

Taking action by implementing this book’s recommendations 

now makes it possible to become a homeowner with much less cash 
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and income than you thought possible. This puts increasing home 

values in your favor.

Home Ownership – Quick Overview

A primary purpose of this book is to for you to become a home-

owner able to pay off your mortgage sooner than later.

A mortgage is the type of loan used when buying a home.

“Home” refers to the real estate you own and reside in regardless 

of type: house, condominium, co-op, townhouse, etc.

Home ownership lets you progress from having dreams to making 

plans, because it stops you from being victimized by ever-increasing rents.

A fixed-rate mortgage on your home (the interest rate never 

changes) can even decrease if you refinance when interest rates decline 

(detailed later in this ingredient).

After you pay off your mortgage, your housing costs decline 

dramatically because you no longer have monthly mortgage payments. 

Owning becomes much cheaper than renting.

Owning your own home mortgage free is primary financial 

security because it makes cash flow available to invest towards wealth 

accumulation (detailed in Ingredient Five: Investing).

On the path towards owning your own home, you’ll be able to 

accomplish other important financial goals too:

1. Increase Your Wealth – Home values historically increase over 

time. Your home ownership percentage also increases as you 

pay off your mortgage principal every month.

2. Save for Retirement – Cash saved by not paying rent and 

put to work in pensions and other investments can grow by 

themselves (see Ingredient Five: Investing).
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3. Pay off Student Loans – Your house is an asset that can be used 

as collateral to secure a home equity loan at a lower interest 

rate than your student loan. Calculations for assessing your 

best loan options are described later in this Ingredient.

Home Ownership –  

Your Basic Financial Pathway

Your basic financial pathway to home ownership uses a “step up” 

approach, as follows:

Save to become part-owner and then buy your own home:

• Save enough money to purchase a “share” in a

collaboratively owned house. You become a

shareholder (like a corporate stockholder) while living

in this house with others.

• Sell your share later for a profit. Use this as down-payment 

money to buy your own home. The profit is tax free if used 

this way – the IRS considers it a “residential rollover.”

Example

This is an example of how to follow Home Ownership – Your 

Basic Financial Pathway:

Example based on house purchase price of $200,000/down 

payment 10% ($20,000)/your ownership percentage 25% (¼).

1. $8 a day x 365 days = $2,920 (amount saved in one year).

2. $2,920 x 3 years = $8,760 (amount saved in three years).

3. Amounts needed for your 1/4 house ownership:

 $5,000 – Mortgage down-payment.

 $2,275 – House emergency Fund (explained later).
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 $1,485 – House closing costs (explained later).

 $8,760 – Total amount needed = Total amount saved.

4. The house value rises $100,000 in five years from $200,000 

to $300,000. Your share = $32,275: $7,275 (Refunded down-

payment + house Emergency Fund) plus $25,000 (Your share, 

25%, of the $100,000 increase in the house’s value).

5. You sell your house share to a new shareholder for $32,275.

6. You use this money to buy a home of your own.

A Word about Crowdfunding

“Crowdfunding,” or collaborative funding, has become popular 

recently and is used by individuals and companies to raise money 

for projects, especially start-ups, when capital isn’t available through 

traditional channels (banks, etc.). If you’re planning on obtaining a 

mortgage, a traditional lender won’t issue you one if you’ve borrowed 

money for your down payment. Crowdfunding will not help you 

obtain a traditional mortgage.

It’s possible crowdfunding could be a source for the down payment 

if the right deal is offered. The crowdfunding participants might insist 

on a share of the profit when you sell your house share. This defeats 

the purpose of the “step up” process for home buying and should 

be kept in mind when evaluating any offer. Also note interest rate 

and structure offered: fixed/variable/balloon? (All explained later.)

Comparisons to current mortgage interest rates and crowd- 

funding websites:www.FinancialBananaSplit.com.

Home Buying Basics

It’s important to understand home buying basics to prepare for 

and evaluate your home buying readiness and get the best deal.
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There are eight home buying basics to understand before buying 

a home either as a shareholder or as the sole owner.

1. Legal

A deed in your name(s) equals property/home ownership the 

same way a title gives you ownership of an automobile.

This gives you specific rights and responsibilities:

• Quiet enjoyment of your property.

• Inviting who you want, when you want, to your house.

• Remodeling, demolition, construction to fit your lifestyle. 

• Selling or renting your property and making a profit.

• Paying property taxes. Buying fire and liability insurance.

• Maintaining your home’s exterior within locally accepted 

standards for safety, sanitation, physical appearance, etc. 

• Loss of use due to disaster or construction defects.

• Your county clerk will have information on taxes, etc.

• Does a home owners association (HOA) exist? Applicable fees 

and restrictions?

2. Investment

Owning your own home should be your initial primary financial 

investment because of all of its financial benefits.

As an investment, your home incorporates many classic investment 

strategies (detailed in Ingredient Five: Investing):

• Appreciation: Real estate historically increases over time.

• Wealth Creation: You increase your percentage of home owner-

ship with each mortgage payment because this reduces the 

outstanding principal owed on your mortgage balance (except 

“interest only” mortgages, explained later.)
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• Pay Yourself First: Paying off your mortgage benefits you first, 

not a landlord.

• Cash Flow: Deductions for mortgage interest, property taxes, 

home office, etc. all decrease your annual tax bill, adding to 

your positive cash flow.

• Asset Diversification: Your investments should be “diversified” 

– put into different “classes” of assets: stocks, bonds, real estate, 

commodities (oil, corn, gold, soybeans, etc.). This protects your 

money because, when some asset classes are down, others are 

up. Your home is your real estate asset.

• Leveraging: Using other people’s money to make money. 

The majority of money for your house purchase is loaned to 

you by the mortgage lender. You only contribute the down 

payment cash: 5% to 20%. Example: House purchase price 

= $200,000. Your down payment = $20,000 (10%). You 

obtain a mortgage for the other $180,000 (90%). Purchasing 

a $200,000 house with $20,000 cash is 10:1 leveraging of 

your money.

3. House Affordability

How much home can you afford to buy and maintain? To obtain 

a mortgage, you must be able to pay all your basic monthly housing 

costs, known as PITI – see below.

“PITI” (pronounced pity) covers the house costs of Principal 

+ Interest + Taxes + Insurance. The total should not exceed 28% 

of your monthly household gross (pre-tax) income. Also, taking a 

larger loan, even if offered, can and has put people at greater risk 

of foreclosure, as happened in 2008. Example: Total gross monthly 
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household income = $4,200. Total monthly PITI expenses should 

not exceed $1,176 (28% of $4,200).

Components of example: 

a) $180,000 mortgage @ 3.49% (P+I)/per month = $807.28

b) $3,000 annual property taxes/per month =  $250.00 

c) $1,200 annual home owner’s insurance = $100.00

Total PITI/per month =  $1,157.28

In the above example, the monthly income qualifies to buy this 

house because it’s more than the monthly PITI: income of $1,176 

versus PITI of $1,157.28.

Your PITI affordability level: www.FinancialBananaSplit.com

Affordable Housing

Our nation has an affordable housing crisis due to factors 

such as lack of supply – only 20% of new housing is classified 

as affordable (National Association of Home Builders). Luxury 

apartments are favored by builders. A potential solution for many 

is the “step up” collaborative home ownership program advocated 

throughout this book. This works best for those seeking three- to 

five-year housing partners who want to: buy > profit > move up 

to sole ownership.

Let’s look at the following information:

The average monthly rent for a one-bedroom apartment is $1,057.

Compare this to the previous monthly PITI example. Realizing 

your own house can give you thousands in income tax deductions 

every year (equal to your mortgage interest plus property taxes) plus 

the historical price appreciation of real estate, it’s clear owning is a 

better value than renting.



Ingredient Two: Home Ownership

43

Additionally, if this house is collaboratively owned by four share-

holders, each shareholder’s monthly PITI is $289. Compare that to 

the average one-bedroom apartment rent of $1057 – wow!

That’s an even more compelling financial reason to own your 

own home sooner than later.

This example will be utilized again in Step Three: Collaborate for 

Wealth Building. That details how to become a homeowner sooner 

than later – with a little help from your friends. (Full text version)

Other housing-related costs to consider beyond PITI include: 

• Utilities: power, water, sewer.

• Internet, television, and phone services. 

• Lawn maintenance and snow removal.

• Repairs, maintenance, replacement, improvements as needed

• Private Mortgage Insurance (PMI) if down payment < 20%.

4. Risks in Home Ownership

No investment is risk free, and home ownership has its own 

unique risks:

1. Price declines due to economic conditions locally or nationally. 

You will be most affected if you must sell when prices are much 

lower than your purchase price. Renting your house or your 

share in your collaborative house might be your only option 

until prices appreciate enough to sell.

2. The house is uninhabitable, temporarily or permanently, due 

to damage from a natural disaster, mold, or structural failure. 

You’re still liable for mortgage payments and real estate taxes. 

Insurance might pay for all or part of your loss. You’ll need 

to temporarily or permanently relocate.
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Take these risks into consideration, as well as all the benefits of 

home ownership, and try to determine your probable future scenario 

before making this major life commitment.

Buying a home at a price close to its historic low rather than its 

historic high with a mortgage you can afford can significantly reduce 

your financial risks and improve your investment prospects. Methods 

for calculating these are covered later in this book.

5. The Mortgage

The Federal Truth In Lending Act (TILA) requires your lender 

to give you two documents itemizing all mortgage financing costs: 

Initial: Loan Estimate Form (3 pages). Final: Closing Disclosure 

Form (5 pages). Samples: FinancialBananaSplit.com.

Your best choice for financing is the standard 30-year fixed-rate 

mortgage loaned at a competitive interest rate. This is because the 

mortgage payment is fixed and can never go higher, giving predict-

ability to your monthly payments. It also has the advantage of going 

lower if you choose to refinance when interest rates decline. It’s the 

gold standard for a reasonably affordable mortgage. 

Note: Be aware, refinancing a mortgage means starting over with 

a full new mortgage term. Prepaying your current mortgage in a 

shorter time rather than refinancing might be a smarter choice and 

might also save thousands in additional interest. See example below.

Verify there is no prepayment penalty. Then you can make extra 

principal payments when you have extra cash. Your own fully paid-off 

residence is generally the smartest investment you can make. Why? 

Live where you don’t own, and you’re paying someone else’s mortgage 

and taxes for their property.
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Example: House price of $200,000 with mortgage of $180,000 

@ 3.49%: 30 year mortgage total cost = $290,621. If paid off in 20 

years, total cost = $250,932.

This early pay-off is done by paying an extra $230 per month 

towards the mortgage. That’s a $39,689 savings in interest payments.

Once your mortgage is paid off, cash flow greatly increases. Your 

credit rating, down payment amount, and income all determine what 

interest rate, points, and type (fixed/variable/blend) of mortgage 

you’ll be offered.

Caution: If you don’t qualify for the standard fixed-rate 30- year 

mortgage, be wary of accepting other types of mortgages, as they 

involve higher risk.

Example: The “interest only” mortgage. Your monthly mortgage 

payments are low because they only go towards paying the interest 

expense on the mortgage, not principal.

The risk with this type of mortgage is that eventually you have 

to pay off or refinance it, typically in five or ten years, in one lump 

sum known as a “balloon” payment. If you don’t have the cash or 

don’t qualify to refinance your principal, you could lose your home 

in a court-ordered foreclosure.

A Reverse Mortgage

The reverse mortgage program buys your home if you’re 62 years 

of age or older and meet certain criteria.

Positives: You can reside in your home until death. You receive 

a cash lump-sum, line-of-credit or income stream. Negatives: The 

mortgage company sells your home upon death, you receive a below-

market price for your home to fund your “cash-out,” high fees, and 

complicated contract. Www.FinancilBananaSplit.com for lenders.
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“Rent-to-Own”

Rent-to-own is a structure where part of your rent money is 

allocated by your landlord towards the purchase of the house. You 

need to be aware of price relative to comparable homes in the 

neighborhood, fees, penalties, percentage of your rent allocated to 

ownership, mortgage interest rate, duration of this process, and proof 

landlord owns the house (deed/county records).

6. Location

The famous question in real estate is: What are the three most 

important factors in real estate? Answer: Location, location, location. 

The “real” in real estate is land ownership. Land is generally the 

biggest variable in your home’s price.

The same house in San Francisco, California, or Wichita, Kansas, 

will sell for very different prices. Location also determines your home’s 

future value. Besides a luxury location, the next best thing is a house 

with great future price appreciation due to urban renewal by govern-

ment or “gentrification” – Older housing being replaced with more 

expensive housing. Upscale businesses moving in: high-end coffee 

shops, natural grocery stores. New sidewalks (cobblestone), streetlights.

Check your county clerk’s office, local real estate agencies, and 

www.FinancialBananaSplit.com for the area’s recent price appreciation, 

proposed development, etc.

Location also factors into the “livability” – quality of life – aspects 

of your house, such as distance, ease, and cost of travel to work, 

schools, hospitals, transportation, recreation, shopping, places of 

worship, air quality, noise, etc.

A must do for anyone considering buying a home is to take a 

walk around the neighborhood six blocks in every direction from 
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the house at different times of day and night to get a feel for where 

you’ll be making this big investment of time and money. Would 

you be comfortable living there? Neighborhood changing for better? 

Worse? Imagine driving up to your house.

7. Type/Physical Condition

Housing type: Decide which type of dwelling design best fits 

your current and anticipated future needs, including room for an 

expanding or extended family.

Elements include:

• Overall square footage

• Number of bedrooms and bathrooms, as well as number of 

levels and number of stairs to climb.

• Is there a basement/attic/garage? How big is the yard, if any? 

A larger yard equals higher taxes and maintenance.

• Physical condition: Before you buy, it’s advisable to hire a profes-

sional home inspector and obtain, in writing, a report detailing 

the home’s total physical condition. Structural, mold, or other 

damage could cost tens of thousands of dollars to repair.

• Is the house connected to the town sewer and water, or does 

it have its own well and septic system? What is the condition 

of the well and septic system? Repairs needed?

• Ask your inspector for cost estimates of planned remodeling.

“Sweat equity” is when you do improvements to the house yourself 

to save money without hiring professionals. Be realistic about your 

available time and skill level.

Check with your town if permits are required for electrical, 

plumbing, or other renovations.
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8. Intention and Timing

Intention: Buying a home is a serious commitment. What is your 

intention for this purchase? Long-term living? Investment? Rental 

property? Work space?

A basic rule: Don’t buy a home as a residence (as opposed to an 

investment) unless you’ll live there at least five years.

Why? Every time you move, you pay moving, furniture, mortgage 

costs, decorating, landscaping, renovations, etc. And you need time 

for it all. If you’re buying a home to “flip” for profit or investment, 

go to www.FinancialBananaSplit.com for additional resources. All 

the basic rules of home buying apply to house flipping: comparative 

pricing, timing, location, cost to renovate.

Timing: Major economic cycles (bad > good > bad) occur about 

every 12 years. Be aware of where we are in the economic cycle 

to avoid buying in a housing “bubble” – paying too much for a 

house because of temporary unrealistic or unsupportable market 

conditions. “Buy low/sell high” = smartest path to wealth. 

Clues? Mortgages given to anyone even with poor credit and 

no down payment requirements. Housing bubbles also include not 

enough houses for sale to meet buyer demand. This causes bidding 

wars for houses above asking price.

If houses in the neighborhood you’re considering have risen 

in price 50% or more over the past five years, talk to homeowners 

to determine if there is any realistic reason for this dramatic price 

increase. If there isn’t and a crash seems inevitable, be smart and wait. 

Remember the classic rule: Buy low, sell high.

Paying way too much for housing due to market conditions, 

unanticipated costly repairs, or any other reason can quickly turn 
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your American Dream into your American Nightmare. Www.Finan-

cialBananaSplit.com for housing market information.

True Story – Sacrifice

While I was operating a nursing home, I started a healthcare 

staffing agency with a nurse business partner in the 1990s.

We recruited nurses from overseas who wanted to save as much 

money as possible in order to buy a home in their native country. 

This required that they pay as little rent as possible while working 

in the United States.

We rented several two-bedroom apartments (eight nurses could 

share on different shift schedules) and placed two bunk beds in each 

bedroom. It was close, but comfortable.

By sharing an apartment, each nurse only had to pay $100 of the 

$800 rent per month. The nurses were able to budget, limit living 

expenses, and send money “back home” to purchase their own homes.

Moral of the story: Sacrifice succeeds!

Ingredient Two – Conclusion

Home Ownership gives you the right to say: “There’s no place 

like home.” Work towards owning a home of your own, smartly, 

by understanding and applying the information presented in this 

Ingredient.

 Ingredient Two: Major Points 

1. Home ownership – mortgage free – is a big part of the American 

Dream.
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2. Real estate rises in value over time=wealth creation without 

another job.

3. Real estate ownership can be an asset to borrow from or 

additional income stream as rental income.

4. A mortgage is the type of loan used to buy real estate.

5. The “Step-up” financial pathway to home ownership: Saving 

to buy a share in a collaboratively owned house > Living in 

this house > Selling your share for a profit > Using your profit 

as a down-payment to buy your own home.

6. Home buying basics to understand: Legal rights and obliga-

tions - investment benefits- what can you afford: total monthly 

costs – risks - best mortgage (30 year fixed)-location for value 

increase - physical condition of property – timing (buy low/

sell high) – intention: residence or investment.
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Ingredient Three:  
Loans, Credit, and Debt

Loans, credit, and debt are the ice cream in the banana split. Ways 

to use money are as numerous as ice cream flavors.

“Beware of little expenses, a small leak will sink a great ship.”

(Benjamin Franklin, American statesman, l8th century)

If your credit charges are never fully paid off, they can grow into 

unmanageable, life-wrecking debt as interest and penalties accumulate.

Avoid this scenario. Use loans, credit, and debt to your financial 

advantage by understanding what they are, how they work, and 

how to best manage them. Student loans are a huge issue to many. 

I explain how to pay off much of this debt using the equity in your 

home later in the book.

Loan Basics – Definitions

One of the best ways to keep debt under control is to understand 

how your loan works. This includes credit card debt and how much 

it actually costs to repay the money you’ve borrowed.
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Definitions of loan terms and documents are explained below:

• Credit: Amount of money you’re qualified to borrow and that 

requires repayment.

• Debt: Amount of money you’ve borrowed and requires repay-

ment. Credit turns into debt as soon as it’s used.

• Creditor: A lender you owe money to such as a bank, credit 

card company, etc.

• Principal: Amount borrowed equal to the purchase price of 

the item bought.

• Interest: Amounts paid by you to the lender for the use of their 

money, usually expressed as a percentage (%) of the principal 

(amount borrowed).

The lender will use one of two methods to calculate your loan’s 

interest expense:

1.  Simple interest: Interest charged only on a loan’s outstanding 

principal balance.

2.  Compound interest: Interest charged on a loan’s outstanding 

principal balance plus interest charged on the loan’s outstanding 

interest. Compounding can be daily/ monthly/quarterly/

annually. The loan states the frequency.

Compound interest is more expensive than simple interest.

The cost difference between simple and compound interest loans 

is illustrated as follows:

Example: Loan amount: $30,000/stated interest rate: 6%/ loan 

duration: 20 years. Simple interest loan – Total interest cost: $21,583 

Compound interest loan – Total interest cost: $28,002.

The compound interest loan costs $6,419 more over the life of 

the loan than the simple interest loan even though both loans have 

the same stated interest rate and duration.
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The “stated” interest rate is the pure interest rate. It doesn’t factor 

in fees, charges or compound interest.

Total interest costs must legally be disclosed on the Truth in 

Lending Statement (see below).

• APR (annual percentage rate): All costs of a loan, including 

fees, compound interest expenses, and other charges, are 

converted into a simple interest rate known as the APR. This 

makes it easier to compare the true costs of various loans. In 

the example above, the two loans were both offered at the 

stated interest rate of 6%, but because of the compounding 

feature in the second loan, its APR would have been shown 

as 8% on a Truth In Lending Statement.

• Loan Disclosure Statement: A lender must disclose all costs 

and features of a loan on a Loan Disclosure Statement, per 

federal law. It details loan amount, interest rate – including 

APR – loan duration, frequency and amount of payments, 

interest calculation – simple or compound – total interest 

cost over the life of the loan, fees, costs, and penalties, and 

how they’re triggered. Read, understand, and sign only 

if you can make all payments. Defaulting on a loan can 

severely damage your credit. Damaged credit prevents you 

from obtaining loans, credit cards, a mortgage, renting an 

apartment, even employment. FinancialBananaSplit.com 

for Loan Disclosure sample.

• Secured Debt: This is when property is pledged as “collateral” 

(security) to obtain a loan. If you fail to repay the loan, the 

lender can repossess the collateral. This is usually associated 

with a mortgage (house loan) or car loan, both of which are 

assets (things of value).
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• Unsecured Debt: This is when no property is pledged to obtain 

a loan. If you fail to repay the loan, the lender can sue you, 

causing bankruptcy. This is common with credit card debt. 

A credit card is actually a debt card: It loans you money with 

interest. The credit used turns into your debt.

Credit

Your credit in the financial world is your reputation, your trust-

worthiness. It’s affected, good and bad, by your actions or damaged 

by the actions of others, most commonly identity theft.

Let’s look at each of these in more detail:

Your Actions

Positive actions affecting your credit:

• Paying bills on time, avoiding late charges and penalties.

• Not using more than 30% of the credit limit on any credit 

card routinely.

• Using a debit card instead of a credit card for purchases. This 

keeps your average monthly credit balance low.

Negative actions affecting your credit:

• Not paying bills on time. Incurring late charges and penalties.

• Failure to repay a loan (defaulting).

• Declaring bankruptcy in court.

• Routinely using more than 30% of the credit limit on any 

credit card.

You need to balance offers of cash back and points against how 

it might lower your credit score.
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True Story – Credit Card

Shortly before I started research for this book, I asked my credit 

card issuer if they would increase my credit limit. They denied my 

request because my FICO score was in the low 600s. I couldn’t 

believe it!!

I thought that because I had several million dollars invested 

through the same bank that had issued my credit card, I wouldn’t 

be denied. I was wrong.

After learning the same information presented to you in this 

book, I took the following steps to raise my FICO score:

• I used my debit card for purchases instead of my credit card.

• I requested my credit records from the three credit bureaus 

and found an old loan that I was being billed for monthly that 

I had forgotten about. It wasn’t huge, so I paid it off in full.

• There was a recurring charge on my monthly credit card 

statement for a service I no longer used. I cancelled it.

After taking these three simple steps, my FICO score improved 

to 823, which is in the “perfect” credit range. Several months later, 

when I applied for my business credit card, the bank granted me 

double the standard credit limit due in part to my high personal credit 

score. I realized I didn’t need more credit. I needed to be smarter 

with the credit I already had.

Identity Theft

Your financial identity can be attacked and stolen by criminals who 

use your credit to make unauthorized purchases. This is damaging 

to your credit and life. Take these steps to monitor, prevent, and 

repair identity theft:
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• Never give your social security number to anyone on the internet 

or to anyone else unless they can be verified and trusted and 

their use of your social security number is limited to a specific 

purpose, in writing.

• Shred all documents with personal financial information before 

you discard them.

• Don’t open or click on internet links or files unless you trust 

the source.

• Federal law permits you to review your credit reports for free 

from each of the three credit reporting agencies, Experian, 

Equifax, and Transunion, once per year.

Use these services to verify the amounts and current status 

(amounts outstanding, payment due date, etc.) for all debts, including 

credit cards, car loans, mortgages, etc.

Free credit check sites and links to credit monitoring services 

which help you avoid being a victim of credit fraud can be found at 

www.FinancialBananaSplit.com

If you spot problems, take steps to resolve them immediately. 

Contact the credit card company, bank, or other debt issuer and 

address the problem with relevant documents (see below):

If your identity has been stolen, follow these steps:

1. Place a fraud alert on your credit by calling: (800) 685-1111. 

This prevents any more charges to your credit card.

2. File a police report at your local police station.

3. Create an identity theft report: www.consumer.ftc.gov/topics/

repairingidentity-theft.com. 

4. To fix the fraud, contact the fraud departments of all affected 

businesses and credit agencies using the above reports as evidence.
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Your Credit Score: FICO

Your credit rating is based on your “FICO” score, a number 

from 300 to 850. As a direct result of your FICO score, your cost to 

finance (borrow money) can vary greatly.

Example: A $20,000 car loan for 48 months using different credit 

scores and their costs is illustrated below:

FICO Credit Interest Monthly Interest  Total 
Score Rating Rate Payment Expense Cost

720–850 Excellent 3% $442.69 $1248.95 $21,248.95 

690–719 Great 4% $451.56 $1675.89 $21,675.89 

670–689 Very Good 5% $460.59 $2108.17 $22,108.12 

650–669 Good 7% $478.92 $2988.39 $22,988.12 

630–649 Fair 10% $507.25 $4348.08 $24,348.08 

610–629 Poor 12% $526.68 $5280.48 $25,280.48 

580–609 Very Poor 15% $556.61 $6717.52 $26,717.52

The difference in the cost of the car between an “excellent” and 

a “very poor” credit rating is over five thousand dollars.

Your credit rating affects interest rates and your ability to qualify 

for a mortgage or credit cards and might even have a negative impact 

on your ability to rent housing or secure employment.

Check your credit rating: www.FinancialBananaSplit.com

Establishing Credit

Establishing credit is an important step to take in order to create 

wealth on your path to economic security. Credit allows you to obtain 

a mortgage to buy a house, which, when paid off, significantly reduces 

your living expenses and greatly increases your cash flow.

There are several basic ways to establish credit:
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• Put rent, utilities, and internet services in your name. Pay them 

on time, every month. Late payments will result in a lowered 

“FICO” score, so keep your payments current.

• Open and maintain a bank checking account. This proves you 

can manage money and provides documentation to lenders. 

Find one with no minimum balance fee.

• Obtain a financial institution credit card such as VISA/ 

Discover/MasterCard. You can choose a “standard” credit limit, 

where the bank will set your limit based on your FICO score 

and income. Or you can choose a “secured” limit, where you 

give a deposit to your bank. Your credit limit is this amount.

Controlling Debt

After you’ve established credit, here’s how to stay out of debt:

• Make a monthly budget to be aware of your cash flow. (See 

Ingredient One: Cash Flow and Banking.)

• Don’t charge more than you can pay back every month.

• Treat your credit card like cash: Set up an automatic deduction 

from your checking account to pay the full amount of all of 

your credit card charges every month.

• You can use a credit card as little as once every three months 

for 20 dollars’ worth of purchases. This will maintain or even 

increase your FICO score. It’s best to limit its use to emergencies 

other than the small charge to maintain it. Know your credit 

card interest rate, penalties, and fees as stated in the credit card 

agreement, which is a contract.

• Check your bank and credit card statements every month for 

accuracy, including purchases you didn’t make, fees, interest 

charges, and overcharges.
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• Get a debit card from your bank at the same time you get a 

credit card. With a debit card, money is deducted directly from 

your checking account the same as a cash payment would be, 

instead of it going onto your credit card balance. This avoids 

interest piling up as well as penalties and late fees if you don’t 

fully pay off your credit card(s) totals monthly.

• Pay bills on time to avoid late charges and penalties that will 

lower your credit rating. Set up automatic monthly bill paying 

with your bank for recurring charges (rent/utilities/loans, etc.). 

Make sure you have enough money in your checking account 

at all times to cover these withdrawals. Ask your bank for their 

app to check balances using your mobile phone.

• Don’t exceed 30% of credit card limits on a regular basis.

• No new debt is the smartest choice for your financial health.

• Cash back, rewards, and free point programs are a tempting 

incentive to open multiple credit card accounts. Do this only 

if you can pay off every credit card every month, not use more 

than 30% of your allowed credit on any card, have plenty of 

extra cash to pay all debts if you lose your job, and make sure 

your credit score never drops below 670. Then you might 

chance having multiple credit cards.

Paying off and staying out of debt is the formula  

for a successful financial future.

A high debt translates into a lower FICO score and higher 

borrowing costs. This could mean the difference between qualifying 

for a mortgage or not and potentially having to file for bankruptcy 

due to insurmountable debt.
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Paying Down Debt Burden – Two Methods

Both methods get you out of debt. The “smart” method might 

be best if you have a loan with interest exceeding 10%, which is 

very costly.

Quick Pay-off Method

• Make a list of all debts and their amounts, smallest at the top, 

largest on the bottom.

• Pay the minimum amount due on all debts.

• Use any extra cash to pay off the smallest debt first.

• When the smallest debt is paid off, do the same for the next debt 

on your list until it’s paid off, and so on, until finished.

• Don’t accumulate any new debt until your list is finished. No new 

debt is the smartest choice for your financial health.

Smart Pay-off Method

• Make a list of all debts with their interest rates, highest interest 

rate at the top, lowest rate on the bottom. 

• Pay the minimum due on all debts.

• Use any extra cash to pay off the debt with the highest interest 

rate first.

• When that one is paid off, do the same for the next debt on your 

list until it’s paid off, and so on, until finished.

• Don’t accumulate any new debt until your list is finished. No new 

debt is the smartest choice for your financial health.

Debt Consolidation

This technique combines multiple loans into a single, lower-

interest loan with lower monthly payments. Collateral is usually 
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required. These loans are typically for a second mortgage or a home 

equity line of credit.You’re putting your house at risk of foreclosure 

if you default on this loan.

First, contact your creditors to see if they will work with you. 

Don’t accumulate new debt until this loan is paid off. No new debt 

is the smartest choice for your financial health. 

See www.FinancialBananaSplit.com for lender websites.

Credit Counseling

These services offer customized plans to get you out of debt, 

including budget planning. They work with your creditors to try to 

extend/forgive/rewrite all or part of your debt to a lower monthly 

amount you can manage to pay.

You can also call individual creditors first to see if they will work 

with you. www.FinancialBananaSplit.com for credit counseling 

services. This list only includes free, non-profit organizations.

Student Loans/Home Equity Loan

I advocate home ownership because “free cash” (due to your home 

increasing in value) can ease debt burden as follows:

• The average student loan balance is $30,000. 

• The average interest rate on this debt is 6.8%.

• The current interest rate on a home equity loan is 4.75% – 

much less than the student loan rate.

If your home is worth more today than when you purchased it, 

that value difference can be used as loan collateral to obtain a home 

equity loan – a second mortgage on your home. Note: Defaulting 

can cause home loss due to foreclosure.
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If you use home equity proceeds to pay off student debt, you’ll 

be able to:

1. Pay back the home equity loan in less time because the same 

amount of money pays more debt due to its lower interest rate. 

2. Pay back the home equity loan for much less interest expense 

than the student loan due to its lower interest rate.

Example: Student loan $30,000/interest rate 6.8% for 20 years. 

Monthly payment $229. Total interest expense = $24,960. Home 

equity loan $30,000/interest rate 4.75% for 20 years. Monthly 

payment $192. Total interest expense = $16,134.

The difference in interest costs of $8,826 between these two 

types of loans is huge! Total payback amounts: student loan $54,960 

vs. home equity loan $46,134. Why pay more for the same thing?

It pays to get and stay on the path to the American Dream. In 

other words: Get ye into home ownership.

If you can’t take advantage of a home equity loan to pay off 

your student loan, consider other options and ask your lender about 

forbearance and deferment. These options allow you to postpone loan 

payments: deferment, without accruing interest, and forbearance, 

while still accruing interest. A job during college lets you pay off 

student debt as it happens.

True Story – College Job

My parents and grandparents were able to pay my college tuition, 

but any extra spending money I had to earn myself.

I got a job as the delivery person for a local florist near my school 

in Washington, DC. It was used by many prominent politicians as 

well as wealthy people in the DC area.
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As I was the regular delivery person, I had the opportunity to 

see inside many mansions, including one where former Secretary 

of State Henry Kissinger would be a dinner guest. I also delivered 

flowers to the infamous Watergate Hotel where Republican operatives, 

allegedly with the knowledge of then President Nixon, broke into 

the Democrats’ campaign headquarters to steal information (two 

years before my time).

This incident was depicted in a famous movie when the main 

character (Forest) sees flashlights moving inside a Washington DC 

hotel room and calls the front desk to investigate.

My best delivery memories were when I’d walk into a hospital 

waiting room with a huge bouquet of flowers (destined for a VIP 

patient), and everybody (patients, staff, visitors) would light up like 

Fourth of July fireworks.

Moral of the story: Get a job. Do good. You never know what 

positive adventures and memories await.

Debt Burden: Impossible

Bad things happen when you’re unable to pay debts. It can make 

your life a horror show when you’re unable to obtain credit cards, car 

loans, student loans, or buy a house. You can also be turned down 

for jobs, apartment rentals, utilities, cell phones, and even dates. Yes, 

a date might ask to see your credit score on your phone – before 

committing to a more serious relationship.

Bad credit requiring legal action tells the world you’re a loser. 

Don’t be a loser. Learn these techniques to avoid loserville. To keep 

bad things from happening, it’s all about being aware of your cash 

flow: inflow versus outflow. This means not spending more than 

you take in each month.
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What are the biggest expenses in your life?

Student loans? Technology? Debt? Clothes? Entertainment? Want 

another tattoo? Get it the first day you move into your own home. 

That’s one even your parents won’t object to. You are the parent? 

Want to retire but can’t yet? Both of you need to:

1. Complete your monthly budget on page 29.

2. Follow this book’s path to the American Dream.

Financial Bad Stuff To Avoid

Collection Agencies

Collection agencies are hired by creditors to collect debt. They 

report their progress/status to the credit bureaus. Non-payment can 

lead to a lowering of your FICO score and a bad credit rating.

If you’re contacted by a collection agency, take these steps:

• Ask the collection agency to send written proof of all debts.

• Write them a “cease and desist” letter and send it by certified 

mail. This ends the collection agency’s right to keep contacting 

you for the same debt, although they can continue other actions: 

FICO reporting, legal action, paycheck garnishment, etc.

(See sample letter: www.FinancialBananaSplit.com). Verify your 

debts by contacting your creditors and making arrangements to pay 

them off as soon as possible.

Bankruptcy

Bankruptcy is a legal process filed by you or on your behalf in 

court to give you protection from creditors while you plan and settle 

(or have dismissed) unpayable debts.
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The two most common forms of personal bankruptcy are:

• Chapter 7 Bankruptcy: Liquidation of assets to permanently 

discharge debts. Assets to be sold: House, car, boat, jewelry, 

savings, etc. Debts that cannot be discharged: Taxes, mortgages, 

student loans, alimony, child support, and medical bills. Once 

a debt is discharged through Chapter 7, it is gone forever.

• Chapter 13 Bankruptcy: Reorganization and repayment. You are 

required to make court-ordered payments to creditors. Selling 

of assets is optional. The court decides payment schedule.

Bankruptcy makes it difficult to re-establish full credit for seven 

years. To fix, read Establishing Credit, on page 57. You can file for 

bankruptcy using an attorney, a non-attorney bankruptcy petition 

preparer, or bankruptcy software. These services have different costs 

and levels of accuracy. Contact the county clerk, state BAR (lawyers) 

association, or www.FinancialBananaSplit.com for resources. 

Foreclosure

Foreclosure is a legal process where you lose your home due to 

your inability to pay your mortgage.

• You are court ordered to vacate your home (sheriff notified).

• All credit cards are cancelled.

• You can re-establish your credit by following Establishing 

Credit on page 57. Mortgages take seven years to requalify.

Ingredient Three – Conclusion

You can keep on the path to the American Dream if you under-

stand cash flow, follow your budget, and use loans/credit/debt to 

strengthen, not weaken, your financial life.
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Ingredient Three: Major Points

1. Unpaid credit charges are unsustainable: interest charges, 

penalties, fees.

2. Loans, credit and debt: Understand how they work and how 

to manage to use them to your financial advantage: mortgage 

for house, better credit.

3. Definitions: Credit=amount you qualify to borrow/Debt= 

requires repayment/Creditor= who you owe/Principal=amount 

initially borrowed/Interest=cost added to principal/APR=annual 

percentage rate for loan/ Secured debt requires collateral (asset) 

you can lose/Compound interest is more costly than simple 

interest/Loan disclosure stmt.=legally required.

4. FICO score= credit rating: 300>850 = poor to excellent. 760+ 

is the goal.

5. Federal law permits you to review your credit reports for free 

from each credit reporting agency: Experian, Equifax, and 

Transunion, once per year: www.Annualcreditreport.com 

6. Report credit errors/theft immediately to credit card company 

or bank.

7. Establishing credit: Utilities, rent, bank account in you name. 

Pay on-time.

8. Successful financial future = Pay on-time/use 30% max. of 

credit limit.

9. Debt payoff methods: Pay minimum amounts due every 

month. Quick=smallest debt 1st/Smart=highest interest debt 

1st/Credit Counseling helps you organize debt repayment-

maybe reduce/Debt Consolidation =small debts rolled into 

one larger debt: lower monthly payment.
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Ingredient Four:  
Avoiding Financial Landmines

Avoiding Financial Landmines are the banana split toppings, covering 

other Ingredients and affecting their overall flavor.

Certain basics need to be included in your financial planning to 

avoid paying unforeseen legal costs, fees, penalties, etc.

Protect your money by following the guidelines outlined below 

for income taxes, contracts, insurance, dealing with documents, and 

estate planning.

Income Taxes

“In this world nothing is certain except death and taxes.”

(Benjamin Franklin, American statesman, 1789)

Income taxes are the only taxes you’ve got to actively compute 

every year. Once done, you’ll pay either less in taxes or receive a bigger 

refund for taxes paid than if you hadn’t made the effort. Ignoring 

this can result in property seizure, bankruptcy, bad credit, and even 

jail for fraud.
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You can minimize your taxes and stay out of trouble by following 

these income tax basics.

Use the Correct Income Tax Return

Which income tax return (form) to file depends on your needs. 

Use the correct return so you pay the least in taxes.

Example: Natalie earned $40,000 from a full-time job this year.

She made a pension contribution and had interest expenses from her 

student loan. The examples below illustrate the difference that using 

the proper income tax return can make in reducing your income tax 

liability: (Proposed new federal tax code could alter calculations.)
Most tax liability: Least tax liability: 
Files 1040EZ return

Gross income: $40,000

Adjusted gross income: $40,000

Tax rate for this income 25%

Tax before standard  

adjustments: $10,000.

Files 1040A return

Gross income: $40,000 

Pension contribution: $5,000 

Student loan interest: $3,000

Adjusted gross income: $32,000 

Tax rate for this income: 15%

Tax before standard 

adjustments: $4,800.

Natalie’s taxable income decreased $5,200 using the correct tax 

return, because the 1040A allows deductions, This put her income 

in a lower tax bracket (rate).

Determine which income tax return minimizes your taxes:

• 1040EZ – Income below $100,000, no dependents, interest 

income less than $1,500, no deductions (no interest on student 

loans, no pension contribution, etc.).

• 1040A – Income below $100,000, not self-employed, limited 

deductions (mortgage, pension, student loan interest).
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• 1040 – Income over $100,000, self-employed, itemized deduc-

tions exceed standard deductions (paid property taxes, large 

charitable contributions, large medical expenses, etc.).

See the Maintaining Documents section below for which docu-

ments to keep for what time period to support tax filing.

The government can audit you for up to three years after you 

file a tax return, forever if they suspect fraud. There are several ways 

to file, including paper, e-mail, etc.

Sources are available to help you prepare your income tax return. 

Go to: www.FinancialBananaSplit.com for links to the IRS website 

and tax preparation services.

Income Tax – Basic Definitions

Know these basic definitions to understand income taxes:

• Income Tax – A tax on your earnings collected by a government 

(federal/state/city). Example: Federal income tax is collected 

annually by the IRS (Internal Revenue Service).

• Income Tax Rate – A percentage of income used to calculate 

income taxes owed.

• Taxable Earnings – Income received from jobs, tips, invest-

ments, rents, gifts, etc.

• Taxpayer – A resident of the United States earning over $10,300 

annually (subject to change).

• Income Tax Deduction – Amount deducted from income to 

reduce taxes owed. Examples: Pension contribution, student 

loan interest, property taxes, mortgage interest, etc.

• Income Tax Credit – Amount deducted from your total tax 

liability, which reduces taxes owed. Examples: Earned income 

tax credit and solar tax credit.
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• Personal Tax Exemption – An amount allowed by the IRS, 

deducted from income, that reduces taxes owed. Example: 

Standard exemption for single taxpayers is $4,000.

• Tax Filing – Submitting your tax return to the government. 

Example: 1040EZ/1040A/1040.

• Filing Deadline – Date income tax return due. Example: 

Federal returns are due every April 15th for individuals.

• Tax Year: Year for which taxes are due. Example: Calendar year 

for individuals is Jan.–Dec.

• Income Documentation: Documents showing earnings during 

the tax year. Examples: W-2 wage statement, 1099 bank interest, 

and investment income.

• Deduction Documentation: Documents showing qualified 

(as allowed by the IRS or state of residence) expense or loss. 

Examples: Medical bills, loan interest documents, charity 

receipts, pension contributions, etc.

Contracts

Contracts are legally binding documents. All signors to the 

contract are obligated to comply with all terms and conditions 

or pay costs, incur legal fees, or receive a lowered credit rating for 

non-compliance, etc.

* READ THE ENTIRE CONTRACT BEFORE SIGNING *

Don’t sign any contract until you can

identify, understand, and agree to all terms and conditions.

Check all contracts (phone service, mortgage, car loan, gym 

membership, rental housing, car rental, etc.) for the following 10 

elements (not all apply to all contracts) as follows:
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A Contract – 10 Elements

1. Payment: What will you pay, or what will you be paid? 

Minimum, maximum, weekly, monthly, total, etc.

2. Non-compliance: Are there consequences? Penalties, charges, 

obligations?

3. Termination: Automatically ends or renews? Notice given? 

By whom?

4. Duration of contract: Specific time frame or open-ended?

5. Performance: What is required specifically of you and the 

seller (gym, phone company, landlord, car lease) to be done?

6. Returns: Items need to be returned when, how, and in what 

condition? Penalties?

7. Assignment: Is the contract “assignable” (transferrable to 

others) by you or seller? Any additional charges?

8. Buy option: Available? When? Price, fees, taxes, other conditions?

9. Getting the best deal: Receiving all applicable discounts, 

rebates, competitor’s coupons, trade-ins, etc.?

10. Insurance: Who pays for property damage, liability (injury 

to persons) insurance?

Once you’ve identified all applicable elements in your contract, 

preference choices need to be made: color, etc. Doubts? Contact 

county clerk and legal or financial help before signing. Sample 

contract at www.FinancialBananaSplit.com.

Every contract has its own order of important elements. Look 

through the contract for each element.

To help you review a contract, follow this sequence:

1. Start by reading Element 1: Payment. Find and identify 

payment-related terms and conditions throughout the contract.
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2. Do you understand and agree to what is being asked or stated 

in the contract? If YES, move on to step three below. If NO, 

ask questions and/or negotiate (see this book’s Step One: 

Self-awareness – Negotiation). If you still don’t understand 

or can’t accept the contract terms and conditions or revisions, 

don’t sign it. Walk away. You have my permission.

3. Can you accept all contract terms and conditions in this 

element?

If YES, repeat these steps for elements two through ten.

True Story – Former Boss

My former boss was an old school bookkeeper who was always 

being marketed to by young, smart, college-educated, smooth-talking 

salespeople.

They presented their sales pitch in a complex manner, hoping to 

mask reality and that she was too intimidated by lack of understanding 

to ask questions and just accept and sign.

One day, I was in her office and witnessed a sales pitch. She kept 

asking questions and couldn’t understand the full consequences of 

buying this particular product (hand soap dispensers).

Instead of being intimidated, feeling stupid, or signing the 

contract, she simply said, “I can’t buy something I don’t understand. 

Come back when you can explain it to me better.”

In other words, she wasn’t the problem; the salesperson was. If 

he couldn’t explain something in terms that were understandable to 

her, he was the one who was ignorant. You do the same. If you can’t 

repeat to the salesperson exactly what the product or service is they’re 

selling, don’t sign the contract.
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Insurance

The purpose of insurance is to protect your assets from being sold 

to pay for losses. Damage to things is property loss. Injury or death 

to a person is liability. This includes legal, medical, and other costs.

A “deductible” is the amount you pay for losses before the insur-

ance company pays. The higher the deductible, the lower your 

insurance policy “premium” (cost to buy) should be.

How much insurance coverage do you need? A general rule is to 

buy the amount of insurance that protects your assets (savings/car/

house, etc.) from having to be sold to pay claims, which could leave 

you broke and possibly filing for bankruptcy.

Different insurance types and coverages are explained below:

• Renter’s Insurance – Coverage needs to pay for injury to you 

and others (liability) while in your apartment and replacement 

of belongings (property) in case they are destroyed or stolen. 

Example: You fail to purchase renter’s insurance for your apart-

ment. A friend visits. She slips and falls on your wet kitchen 

floor, injuring herself, requiring hospitalization with $19,000 

in medical bills. She sues you and your landlord. You lose in 

court and are ordered to pay. Now you have to empty your 

savings account of its entire $5,000 and sell your car to get an 

additional $14,000 to comply with the court order. Inexpensive 

renter’s insurance ($150 per year?) would have covered this, and 

the insurance company would have defended you in court.

• Auto Insurance – Liability coverage pays for injury to others. 

Medical and Personal Injury Protection coverage pays your 

medical expenses. Collision and Comprehensive coverage pays 

for vehicle damage.
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• Healthcare Insurance – Coverage needs to pay for all medical 

costs and continuing care for all persons included in the policy. 

It’s expensive. It’s a huge benefit if paid by your employer.

• House Insurance – Coverage needs to pay for fire damage, 

damage caused by acts of nature common in your area (hurri-

canes, fire, flood, etc.), and injury to persons in your house 

or on your property (liability insurance) – the same injury 

consequences as renters insurance above.

• Life Insurance – Pays upon the death of the insured. Coverage 

should have a death benefit big enough to support loved 

ones who depend on your financial support to pay mortgage 

costs, health bills, education, and living costs for the time 

needed.

There are two main types of life insurance: term and whole life.

Term life insurance: Low annual cost. No coverage if you 

stop paying. Coverage is for a specified number of years. Renewal 

is necessary after the term ends, at which point, you’ll need to 

requalify, probably at a higher rate because you’re older.

Whole life insurance: Once you buy a policy, renewal is not 

necessary unless you fail to pay premiums before the policy “self-

funds”(the policy earns annual dividends equal to or greater than the 

annual premium). Coverage lasts until your death regardless of your 

health status. You can borrow the “cash value” in your policy, which 

increases over time, as premiums are paid. The policy can increase 

in value over time, similar to an investment.

I believe you should, as a minimum, purchase an inexpensive 

term life insurance policy on your life if there is anyone who depends 

or will depend on you financially (wife/children/ partner). This will 

replace your lost income for them.
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Or, if no one depends on you financially but you want to throw 

an unforgettable New Orleans/Mardi Gras-style funeral party when 

you die, it’ll only happen if you leave enough money for that event 

plus a big tip for the person who’s to arrange it all.

Whole life insurance is wise to purchase when you have extra 

money – an automatic deduction is great to set up – because it’s paid 

off in about 15 years, it continues to grow even in a bad economy, 

and you’re always covered no matter your health or age. You can start 

small ($50,000?) and can always buy more.

True Story – My Whole Life Insurance

I currently own several million dollars of fully paid up – and 

growing – whole life insurance policies with Mass Mutual.

I purchased my first million-dollar whole life insurance policy 

when I was 33 years old. I paid $20,000 for 14 years – total payments 

of $280K. My death benefit is 400% larger than my cost. I was 

single, I started making good money, and I figured someday I’d 

have a family who would depend on me, if not emotionally (ha ha) 

at least financially.

Even through periods of historically low interest rates and 

economic downturns, my whole life policies have continued to pay 

dividends of between five and eight percent.

The dividends earned on these policies now completely pay for 

my annual insurance premiums plus purchase additional insurance.

If you do choose to purchase a whole life insurance policy, 

verify the issuing insurance company is highly rated and has been 

in business for at least twenty years (Mass Mutual has been around 

for 150+ years).
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Links to life insurance company websites and policy information: 

www.FinancialBananaSplit.com

Moral of the Story

Planning for the future now, when things are generally cheaper, 

pays off.

Dealing with Documents

You need to retain certain documents to prove an event occurred, 

taxes were paid, repairs were done, items were purchased, donations 

were made, etc.

The IRS has the right to audit you going back three years . . . 

forever if they suspect fraud.

It’s reasonable to keep all documents related to major purchases 

– life insurance, auto, appliances, electronics, etc., for at least seven 

years or longer if a warranty exists.

Common documents to retain include:

• Bank and securities statements, documents showing income, 

tax returns, wage and property tax statements.

• Birth certificate, passport, driver’s license, social security card, 

automobile title, etc.

• Insurance policies, warranties, repair receipts, medical expenses.

• Charity and purchase receipts, registrations, manuals, deeds.

Store them in a secure, dry, and accessible place.

Your system can be as simple as keeping all documents for the 

same year in a plastic folder in a locked, fireproof cabinet.

The importance of document retention is multiplied when you 

have collaborative ownership (Step Three: Collaborate for Wealth 
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Building). People count on you, and you count on them to be able 

to offer documented proof events occurred.

Original signed and dated documents offer the best proof. As 

added protection, take pictures and store data electronically.

Estate Planning

Your estate is created (after death) from your assets, including cash, 

securities, real estate, life insurance proceeds, jewelry, other personal assets, 

etc. You need a will and revocable trust. Your estate will be controlled, 

distributed, and assessed large fees by your state’s probate court (and its 

attorneys) unless you have a revocable trust, as explained below:

Will: Your entire estate goes into probate court. You can name an 

“executor”(financially settles your estate – court not obligated to obey) 

and appoint a guardian for your minor children. The court decides 

who gets what and when, including hearing petitions from relatives or 

others, and it decides guardianship.

Revocable Trust: The assets in this trust avoid probate court. You 

name an executor to distribute your estate according to your wishes. 

Guardianship of minor children is still decided by the court. All major 

assets should be put into this trust. Minor assets and personal effects 

are distributed according to your will. You can modify or cancel a 

revocable trust at any time. www.FinancialBananaSplit.com for estate 

planning websites.

These documents can be prepared by an attorney or online.

Ingredient Four – Conclusion

This is the purpose of Avoiding Financial Landmines: to protect 

your money by understanding and implementing basics whose cost 

is small relative to what you’ve got to lose.
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Ingredient Four: Major Points

1. Using basic financial tools: Income tax preparation/understanding 

contracts/Insurance/maintaining documents/estate planning - will 

protect your wealth from many potential legal and financial losses.

2. Income taxes: You need to compute and file every year using correct 

form: 1040EZ=Income below $100K and limited deductions 

/1040A= Income below $100K with mortgage-pension-loan 

deductions, etc./ 1040=income over $100K and deductions exceed 

standard deduction.

3. Definitions: Income tax=A tax on your earnings/Deductions= 

Amounts deducted from your income tax to reduce taxes owed/

Personal exemption=A specific amount allowed by the IRS/Tax 

credit: An amount deducted directly from your income tax owed/

Filing deadline: date tax return due/ Tax year=calendar year for 

most individual tax payers.

4. Contracts are legally binding documents: you follow their terms 

and conditions. Check all contracts for 10 elements: payment 

requirements-non-compliance-termination-duration-performance 

expected-returns-assignment-buy option-insurance requirements-

best deal.

5. Insurance protects your assets from being sold to cover losses.

6. Deductible: Amount you own before insurance company pays. 

Carry an amount of insurance at least equal to your assets.

7. Insurance: Term life =specific period / Whole life= in effect 

until death.

8. Retain certain documents: Bank and brokerage statements-major 

purchase receipts—insurance and medical policies—income tax 

docs.

9. Estate created after death. A Revocable Trust avoids Probate Court.
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Ingredient Five: Investing for 
Wealth and Retirement

Investing is the whipped cream in the banana split. Rapid growth 

showcases your determination to follow financial plans and quickens 

your pace towards the American Dream.

Hierarchy of Money Flow 
(Where to Target Your Money)

1. Your Home – mortgage payoff or saving for a first home.  

(After you've funded your Emergency Fund = 4-months  

living expenses). 

2. Retirement – pension investments.

3. Retirement – non-pension investments.

4. Non-Retirement – monies you can afford to lose.

Implementing automatic deductions for the first three targets 

increases the probability you’ll achieve financial success because, if 

you don’t have the cash to spend, you won’t spend it. It’s basic “out 

of sight, out of mind” psychology. It works!
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First Target Area – Your Home

The first target to aim your money at is your home or saving 

for your first home (collaborative or sole ownership) because a fully 

paid-for home is the foundation of financial security.

Your home is also your initial and primary investment because 

home price appreciation is a fundamental component of wealth 

creation (Ingredient Two).

All your basic costs of home ownership – principal + interest + 

taxes + insurance (PITI) – must be fully paid for every month to avoid 

foreclosure. If you’re saving for a home, fund the two future home 

items in your monthly budget by adding these to your savings account.

This is done before funding investments and pension(s) unless 

your employer matches pension contributions (see below).

Second Target Area – Pension(s)

The second target to aim your money at is your pension plan. 

This money grows tax free, stimulating growth. Matching funds 

from your employer (if offered) is effectively free money (see pension 

details below).

Third Target Area – Investments

The third target to aim your money at is your non-pension 

investments. Income and gains generated are taxable when earned, 

but choosing solid investments and then reinvesting earnings back 

into these investments supercharges financial growth.

Fourth Target Area – Funny Bone

The fourth target to aim your money at is your funny bone. It’s for 

enjoying and maybe learning something – about money and yourself.
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I. Pension Plans

II. Investing: 

a) Securities  

b) Principles

c) Strategies

III. Retirement Planning

You need to understand your pension plan options – (I) the types 

of pensions and how they work, (II) and then how and where to 

invest pension and other monies for maximum growth.

I. Pension Plans

Definition: Pension plans are used for accumulating money during 

your working years to support you financially in your retirement, 

post-working years.

Pensions maximize money by avoiding taxes during their growth 

years. Taxes are only paid when you take distributions – usually at 

retirement (for most pension types, see below). Your employer might 

even add to your pension contributions, up to a certain percentage, 

called employer “matching.” Ask.

Funding pensions should be done only after fully paying your 

housing costs, except where your employer matches pension contribu-

tions. This is free money you don’t want to miss.

Pension plans are important if you want more money, because 

they make and save you money in these important ways:

• Investments grow quickly because they grow free from taxes.

• Your employer’s matching pension contribution equals free 

money (possibly even better than free ice cream).

• Pension plans save you money because you pay less tax. Certain 

pension contributions are deductible from income.
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Pension Plans – Basic Mechanics

Sponsorship (management) of pension plans:

• 401(k) – Company as sponsor, regular and defined benefit 

pension plans. Company sets this up for you.

• IRA (individual retirement account) – You as sponsor, tradi-

tional and Roth pension plans. Your bank can help you set 

this up – it’s a very common service.

Who contributes and maximum amounts allowed:

• 401(k) – You, as employee, up to $18,000 annually (currently). 

The company might match your pension contributions.

• IRA – You, as individual, up to $5,500 annually (currently).

Federal income tax: All pension monies grow tax free.

• 401(k) – Contributions are deductible. Distributions are taxed 

at time taken out – at your then income tax rate.

• IRA (traditional) – Contributions are deductible. Distributions 

are taxed at time taken out – at your then income tax rate.

• IRA (Roth) – Contributions are not deductible. Distributions 

are not taxed because the money you contributed was already 

taxed as income when you earned it.

Additional Pension Information

• Payouts can be a set amount: 401(k) “defined benefit” plan.

• You can have a 401(k) and an IRA at the same time.

• A SEP plan is for self-employed persons.

• There are pension rules regarding loans, early withdrawals, 

etc.

Pension information: www.FinancialBananaSplit.com
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Retirement and Pension Quotes

• “There’s one thing I always wanted to do before I quit . . . 

retire!” (Groucho Marx, comedian)

• “I’m retired. Goodbye tension, hello pension!” (Anonymous)

II. a) Investing: Securities

Every once in a while, there’s a story in the news about a group 

of people, usually co-workers, who win and split a multi-million 

dollar lottery ticket. They pooled their cash (resources) and bought 

lottery tickets as a group.

It’s the same basic idea when you purchase a share of company 

stock: a group of people pooling their resources so each individual 

has a piece of ownership in a larger enterprise. The same is true when 

you buy a company’s bond: You and other individuals have each 

purchased a small part of the company’s larger bond issue.

Bonds can also be issued by governments. Bonds issued by the 

federal government are treasury bonds or notes. Bonds issued by a 

state, county, or city are municipal bonds. 

Both stocks and bonds are known as securities. Why are they 

called securities? Because you have secured ownership in either the 

company’s assets (stock) or its obligation to repay its debt (bond) 

to you.

A type of security that owns the stocks or bonds of many different 

companies is known as a mutual fund. They might be sold as a 

traditional mutual fund, an ETF, or an index fund. Their differences 

are explained later in this section.

Stocks pay periodic cash known as dividends based on the 

company’s earnings. Stock value is mostly affected by a company’s 
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earnings: When earnings rise, the stock value usually goes up, and 

when earnings decline, the stock value usually goes down.

Bonds pay periodic cash known as interest based on the interest 

rate at the time the bond was issued. Bond value is mostly affected 

by federally set interest rates.

When interest rates rise, existing bonds decline in value. When 

interest rates fall, existing bonds rise in value. Why? Because if newer 

bonds have a higher interest rate than older bonds, you’re willing to pay 

more for them (premium). And if newer bonds have a lower interest 

rate than older bonds, you’d want to pay less for them (discount). 

Learn more at www.FinancialBananaSplit.com.

II b) Investing: Principles

I offer the following “classic” investing principals not to make 

you an expert, but to give you familiarity with investing enough 

that you’ll be able to do research and use the information presented 

throughout this book to make thoughtful investment choices, ones 

that power you towards the American Dream.

Speculating versus Investing

Want to achieve the American Dream? Then stick to investing 

your money, not speculating. Why?

A short-term investment (less than one year) is called speculating, 

and it is basically gambling. Why? In the short term, the markets 

don’t necessarily reflect realistic values – prices are more emotionally 

driven. If you need to sell, you’re risking selling at a loss.

A long-term investment (10 years or more) is called investing 

because it rides the wave of market fluctuations and generally returns 

to a realistic valuation. Use this for retirement savings.
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Anything can happen at any time, and a longer term tends to 

smooth things out. The typical economic cycle usually lasts about 

12 years from Good > Bad > Good. Investing uses the long term as 

leverage to grow. Speculating does not – it gambles on a quick profit.

Want to practice speculating or investing without using real 

money? Find real-time market play at www.FinancialBananaSplit.com.

How’s the Weather?

Want to achieve the American Dream? Then make a little effort 

to understand what you’re buying before you buy it.

If you were considering relocating, you’d gather basic information 

about the new area before deciding to move there, such as:

• Year-round weather

• Housing costs

• Cost-of-living average

• Employment opportunities

• Proximity to recreation

• School information, etc.

Before buying securities, you should also gather basic information.

Stocks and Funds

• Current and historical price per share

• Current and historical EPS for the company (see later)

• Current and historical general stock market levels and how 

this stock’s price tracked these markets

• Dividend history

• Quality rating
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Bonds and Funds

• Effective interest rate you’ll receive relative to “stated” interest 

rate (see later)

• Current 10-year treasury bond (note) price and yield

• Historical trends for both of the above

• Quality rating

Plan and Goal

Want to achieve the American Dream? Then you need a plan and 

a goal. A plan is for taking steps. A goal is what you measure your 

steps against (progress). A plan can be simple. The most important 

part is sticking to it. 

Your plan needs to be flexible to account for unforeseeable changes 

while still continuing towards your goal. Example: Goal – Save $1,800 

in one year. Plan – Set up an automatic transfer with my bank for 

$150 per month from my checking to my savings account. Add extra 

money when available if one month a financial emergency prevents 

me from contributing.

Risk versus Return

Want to achieve the American Dream? Then how much risk 

or loss are you willing to take for a higher return? This is the basic 

question of risk versus return. You only take more risk because you 

expect a greater or better outcome than from a less risky investment. 

It’s foolish to put your money at high risk. Save gambling for Las 

Vegas, where your odds are probably better and casinos bring you 

free drinks. Gamble only with what you can afford to lose, not with 

your housing, savings, or retirement money.

The higher your risk, the higher your return should be.
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Double the current 10-year treasury yield is generally where risky 

investment territory begins. See www.FinancialBananaSplit.com.

Price-to-Earnings Ratio (P/E Ratio)

Want to achieve the American Dream? Then understand at what 

price you should buy a security or fund. Buy low, sell high = faster 

wealth. How? Calculate it’s “P/E Ratio” = Price to Earnings Ratio. 

This number tells you a security’s price relative to its price history. 

It’s a good indicator of how low and how high it can go over time. 

P/E Ratio = The current price of a security divided by its earnings 

per share (EPS). Example: Stock price = $60. EPS = $5. $60 / $5 = 

12. It’s P/E ratio = 12. Does a P/E ratio of 12 make this a high or 

low risk to buy at this time? Historical information can be found on 

the company’s website and at www.FinancialBananaSplit.com. The 

S&P 500 historically returns to a P/E Ratio of 16, a neutral buy. It’s 

moved between a P/E ratio low of 6 (1949) and a high of 120 (2008, 

the “.com” boom) Where is it today? I wish I had known this simple 

information years ago! My loss, your gain.

Multiple Income Streams

Want to achieve the American Dream? Then understand and 

develop multiple income streams. This refers to income from multiple 

sources, which can include job salary, income from rental properties, 

investment income, hobby income, part-time job income, your own 

business, etc. Use the extra income to fund additional sources of 

cash flow. The goal is early retirement with multiple income streams.

Automatic Deductions

Want to achieve the American Dream? Then use this “set it and 

forget it” method to grow your money. Monies directed by you to be 



The Financial Banana Split

88

automatically deducted from a paycheck or bank account to be put 

into savings/pension/ investment accounts are automatic deductions. 

This supports the “out of sight, out of mind” concept and is a stepping 

stone on the path to the American Dream. If the contribution to 

your pension, house down payment, mortgage, investments, etc. is 

deducted from your paycheck before you ever see it, then you don’t 

miss it. You’ll automatically adjust your lifestyle and budget to fit.

Pay Yourself First

Want to achieve the American Dream? Then choose investments 

that reinvest income or pay you directly instead of receiving nothing. 

When purchasing securities, this refers to only buying securities that 

pay dividends or interest. You’re investing and risking your money. 

Shouldn’t you get paid for it? Some investors believe companies that 

pay dividends are more trustworthy because they always need to 

insure a good cash flow. This way, they can always pay shareholder 

dividends. This makes them potentially less risky investments. You 

receive dividends even if your securities have gone down in value. 

This helps steady emotions during market ups and downs (volatility).

True Story – Dividends

A few years ago, I bought several hundred thousand dollars of a 

mutual fund at $11 per share. It paid a 7.25% federal tax-free dividend 

income on my principal investment. Due to economic variables 

(none affected the ability of this fund to generate its dividend) its 

price fell 66% to five dollars per share. They paid their dividend like 

“clockwork” – on time and exactly to the penny – even though the 

fund lost two-thirds of its market value.
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It was a rough ride emotionally, but I didn’t sell and continued 

to collect my dividends.

Several months later, the fund reversed its downward trend and 

went up 50%, again due to market variables having nothing to do 

with the financial health of the fund itself. I was receiving income 

while owning the fund through a volatile period. It kept me from 

selling for a loss, which would have been a big mistake. Find this and 

other income funds at www.FinancialBananaSplit.com.

Dollar Cost Averaging

Want to achieve the American Dream? Then follow a steady, long-

term investing schedule. This means buying the same dollar amount 

of the same security each period as set by you: monthly, quarterly, 

annually, on your birthday, your pet’s birthday, etc. Sometimes it’s 

expensive, and sometimes it’s cheap . . . It all averages out over time. 

This has proven better than trying to time the market. 

Example: You buy 10 shares of XYZ Corporation stock every 

year on your birthday. One year, a share can cost $92. Another year, 

it might cost $121. Do this for twenty years, and your average price 

might be $106. You didn’t over or underpay: the average price you 

paid is called “Goldilocks” – it’s just right.

Buy and Hold 

Want to achieve the American Dream? Then choose quality, 

believe in it, and never let it go. (Gee, too bad we don’t apply this 

strategy to choosing spouses.) This means buying and never selling 

high-quality securities, whether bought as individual stocks or as 

a fund – you would keep the fund if it were highly rated* overall.
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*Highly rated with a long history of dividend or interest payments. 

Large, well-known companies such as IBM, McDonalds or General 

Electric (S&P 500 listed) all qualify. For securities ratings: www.

FinancialBananaSplit.com

Buying and selling what you hope is the next “hot” stock involves 

higher risk by trying to time the market. This reduces long-term 

returns by incurring broker fees and other charges each time you 

buy or sell and losses if you guess wrong.

Diversification

Want to achieve the American Dream? Then lower your invest-

ment risk by diversifying. This means owning different types (classes) 

of asset: stocks, bonds, commodities, and real estate. Owning a home 

is your primary real estate investment, so you’ve covered for this. All 

investments go up and down unpredictably over time: When one is 

up, another is down.

Familiar with the carnival game where you hammer a mole? 

Diversification is the same concept: You never know which mole is 

going to pop up, but if you place the same bet on all of them at the 

same time, you always pick a winner. The balanced mutual fund is an 

example of diversification. These funds are also known as “all in one” 

investments because they hold a diversified group of assets: stocks, 

bonds, commodities, international securities, etc. (see page 95).

Target Funds

Want to achieve the American Dream? Then don’t pick securi-

ties – let a target fund do it for you. With these funds, you pick your 

expected year of retirement, and the fund automatically adjusts its 
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mix of stocks and bonds as you reach your retirement age. It has 

more stocks for growth in the early years and more bonds for income 

payout in your later, retirement years. On my list (See Investing: 

Strategies), VFIFX is a target mutual fund.

The Rule of 72

Want to achieve the American Dream? Then know how long 

it takes for your investment to double. This formula shows the 

number of years it takes an investment to double at an estimated 

growth rate or “yield” (through appreciation, dividends, interest, or 

a combination thereof ) using reinvesting. You simply divide 72 by 

your expected annual yield.

Example: You invest $2,000, which pays an annual dividend of 

8%. Then: 72 ÷ 8% = 9. It takes nine years for your money to double 

at an 8% yield with all dividends and interest reinvested.

Stock “Splits”

Want to achieve the American Dream? Then understand this basic 

mechanism of how stocks work. A stock “split” is when a company’s 

stock price has reached a high price and the company splits its stock: 

It gives its shareholders two (or more) shares of half-valued stock for 

every one share they own. Split shares historically rise in value.  

Compound Interest

Want to achieve the American Dream? Then understand and use 

this time-tested wealth creator. The most powerful factor in wealth 

creation is TIME. Nothing illustrates this better than compound 

interest.
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Compounding means growth by reinvesting dividends and interest 

back into the securities that produced them.

This especially applies to pensions, where income isn’t taxed. Your 

money grows fast because you’re receiving income on this income as 

well as income on your original investment. Simple interest grows 

money slower. You only receive income on your original investment, 

not again on the income it generates.

Equation – Simple vs.  

Compound Interest

This equation shows compound interest rate growth to be triple 

that of simple interest rate growth: simple interest: 3 + 3 + 3 = 9 vs. 

compound interest: 3 x 3 x 3 = 27.

A compound vs. simple interest rate graph is illustrated below:

As you can see, compound interest produced a result 500% 

greater ($500 vs $2,500) than simple interest.

Here’s a pie chart with another way to view compound interest:
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This shows $100 a month ($3.34 a day) invested for forty years 

in an S&P 500 index fund. This fund has historically earned 10% per 

year with reinvested dividends, which is the basis of compounding. 

Your total contributions of $48,000 grows to $637,778.

You contributed 7.5%. Compound growth contributed 92.5%.

Think of it as: Easy + Simple = Millionaire.

True Story – June Cleaver  

and Compound Interest

A friend of mine from the Midwest (I call her June Cleaver, 

after the iconic mother character in a 1950s television show) was 

able to retire early, and both she and her husband (ex) were able to 

accumulate over a combined one million dollars.

How? They were middle-class working people who, through 

steady automatic deductions into their pension plans and leaving their 
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monies untouched, let their investments grow through compound 

interest – earning interest on the interest their investments produced 

and then reinvesting it.

She used part of this money to buy a house – cheap – for her 

daughter during the housing meltdown of 2008 – another smart 

financial move. She did good, and now the market value of the 

house is almost triple what she paid for it. It’s the “buy low, sell high” 

technique and mindset.

This story proves average income earners have a shot at financial 

independence. It just takes patience and following the basic strategies 

provided throughout this book.

An Easy-to-Learn Tasty Anagram

I = Interest

C = Compounding

E = Every day

C = Creates 

R = Real

E = Easy 

A = Additional

M = Money Illustration from the board game
Ice Cream and Money . . . for Everybody!! 

THINK 

I-C-E  C-R-E-A-M

GROW RICH

Go to www.FinancialBananaSplit.com  

to buy this board game.
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II(c) Investment: Strategies

Mutual Funds, ETFs, and Index Funds

Want to achieve the American Dream? Then here’s a way to buy 

securities that spreads out risk.

Funds buy and hold many securities. This is diversification. If 

one stock or bond fails, it’s only a fraction of the fund’s total value. 

Thus, it has little effect on the total value of the fund.

A traditional mutual fund is a professionally managed investment 

fund that pools money from many investors. It purchases securities 

to achieve a stated economic goal.

Exchange-traded funds (ETF’s) are mutual funds too except 

they’re “passively” managed – buying and holding securities – giving 

them lower operating costs and lower expenses for you. There are 

thousands of mutual funds and ETFs, each with their own objectives, 

investments, and level of risk, including high-tech, oil and gas, socially 

conscious, corporate bonds, etc.

Traditional mutual funds change price at the close of the business 

day. ETFs change price continuously throughout the business day.

Go to www.FinancialBananaSplit.com for a list of thousands of 

different mutual funds and ETFs.

The most general investments are “balanced” mutual funds. They 

invest in a moderate-risk mix of diversified securities.

These have proven to perform very well over long periods of time 

and are less risky than owning individual stocks or bonds.

A smart choice includes balanced funds with the lowest cost to 

own and the best long-term (10+ years) performance record. Four 

of the best are listed below. www.FinancialBananaSplit.com to view 

more balanced funds.
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Many mutual funds have a minimum buy-in price of $2,500. 

The list below ranges from $500 to $1,000 dollars:

    Morning

Symbol Expense Ratio  Unit Price  10 Yr. Avg. Star Rating

ABALX .59 $25.83 6.98% *****

OAKBX .79 $31.87 6.99% *****

VGSTX .32 $24.71 5.98% ****

VFIFX .16 $32.04  5.88% ****

Index funds are a list of securities (stocks or bonds) that can be 

bought as a mutual fund or an ETF. Each index fund only buys 

from a specific financial index, which is a list of securities in a related 

financial sector: high-tech, pharmacy, oil and gas, banks, government 

bonds, etc. Their goal is to match the performance of their chosen 

financial sector. Examples: DJIA (“the Dow”), S&P 500, Nasdaq, etc.

The performance standard against which most investments are 

measured is the “S&P 500” (Standard & Poor’s). It contains five 

hundred of the largest companies listed on the NYSE and NASDAQ 

stock market exchanges. It represents 75% of the US economy.

A Simple, Time-tested  

Investment Strategy

A basic investment strategy is to buy two low-fee, broad-based 

market ETF index funds: one for stocks and one for bonds.

Example: You buy one share of each type of Vanguard fund, a 

stock share of VOO @ $218 and a bond share of BND @ $80.

A classic money ratio is 2/3 (67%) stocks, 1/3 (33%) bonds. In 

the above example, buying an even number of stock and bond shares 

would give you 73% stocks, 27% bonds. Simple. This is within 
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reasonable range of the classic stock/bond ratio. This strategy isn’t 

perfect, but there’s a thousand worse ones.

To do this, simply open a brokerage account (detailed below) 

with written instructions to buy per the example above. Fund it with 

automatic deductions from your paycheck or checking account – after 

paying all housing costs and pension contributions matched by your 

employer.  

Review all investments at least every month to become comfort-

able with your brokerage statement and make sure you understand 

all charges and fees.

Easy: Opening Your Own Brokerage Account

Want to achieve the American Dream? Then it’s time for you to 

open a brokerage account.

1. Open a brokerage account with your bank or online with a 

low-cost brokerage: Vanguard, Fidelity, TD Ameritrade, Scot-

trade, Schwab. All are good choices. Compare costs for fees, 

trading, balance requirements, etc. Www.FinancialBananaSplit.

com for links to websites.

2. Specify that you want all interest and dividends generated 

from your investments to be reinvested. This is the basis of 

compounding, the way to supercharge investment growth.

3. Open a Roth IRA pension account where you opened your 

brokerage account. Transfer all brokerage securities into it. 

This allows faster growth because it grows free of taxes. Note: 

You can set up a Roth IRA as an individual even if you already 

have a company pension plan. You would contribute money 

into your company’s pension plan before this Roth IRA, at 

least up to your employer’s match.
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4. Select a fund from the list of balanced funds, an S&P 500 

index ETF fund, a mutual fund, or the broad stock market 

and bond index funds (Vanguard or similar low-cost funds) 

noted. Instruct your broker which investments to purchase 

and when.

5. Set up a monthly automatic deduction from your checking 

account or paycheck to go directly into this pension account, 

as much as you can budget.

6. Review your investment regularly to determine its relative 

performance before buying or selling. See www.FinancialBa-

nanaSplit.com for comparisons.

7. Increase your monthly contribution as you are able.

8. Enjoy a nice, early retirement. Buy me a drink when we meet 

at the cruise ship bar – thanks!

A new type of automated investment service is also available. It’s 

low cost and uses sophisticated mathematics to invest your money 

in domestic and international stocks and bonds. It’s based on your 

answers to their questionnaire.

Apps to assist with investing are also on brokerage websites.

See www.FinancialBananaSplit.com for website links.

True Story – Pat

Let’s revisit the successful investor equation:

Simple + Easy = Millionaire
Here’s a real-life investment story from my tennis buddy, Pat. Pat 

went from complex to simple investing and bought this new sports 

car to celebrate his good decisions and fortune.

Pat is a smart, educated computer engineer in his 60s. He has a 

good income and lives a comfortable life.
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He invested his money with a traditional full-service brokerage 

firm, paying them about 1.5% annually in fees plus other costs. Even 

though he’d had his money in the financial markets for decades, Pat 

never saw his financial picture significantly improve.

After losing much of his portfolio value in the 2001 financial 

crash, Pat decided to take what was left of his investments and 

transfer them into a low-cost S&P 500 index fund with Vanguard 

Brokerage Services.

I met Pat in 2014 at our local tennis group and immediately 

noticed his brand-new European sports car. I told him I admired 

his car, and he told me his investment story.

With his own investments under his own control, Pat doubled 

his money as he rode the rising tide of a recovering market. Pat’s 

success is a real-life story of the investment equation:

Simple + Easy = Millionaire. It works!

Should You Hire an Investment Advisor?  

Pros and Cons 

Want to achieve the American Dream? Here’s two secrets for 

successful money management, whether you decide to use an invest-

ment advisor or not:
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1. You must know the basics of financial investing.

2. You must develop a healthy relationship with money.

Why? Because you need to track and understand why your 

investments are performing the way they are whether you’re working 

with an investment advisor or not. 

Knowing this helps you see the bad times with an understanding 

of why it happened and calculating when it will turn around instead 

of “why, poor little me,” panicking and selling at the low point (been 

there, done that).

Fortunately, these two secrets for successful money management 

are explored and explained in this book’s Step One: Achieve Money 

Self-Awareness and Step Two: Gain Financial Literacy. 

After you’ve read and understood this book’s steps one and two, 

consider these additional points to help you decide if a financial 

advisor – and which type – is right for you: 

• Don’t hire a financial advisor to assist you if you only own “set 

it and forget it” S&P 500 and bond index funds. Just set it up 

and use a discount broker.

• Most discount brokers now offer low-cost “over the phone” 

services if you need to consult with a financial broker and 

“robot” broker services that take into account your risk tolerance 

and correct for market fluctuations using math algorithms.

• A full-service advisor’s best use is really for investors who want 

full-time consultation on their actively traded accounts.

• If you don’t want to handle most of your money for whatever 

reason, use a financial advisor. Consider putting at least part 

of your investments into simple S&P 500 stock and bond 

ETF funds in a 3:1 ratio with a discount broker. These funds 
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should not be in your broker’s “managed” account, because 

you’re charged an additional fee for this.

• Track your broker’s performance against the above funds over 

the long term and in consideration of major market fluctua-

tions. This really helps you understand the markets. Your broker 

should help you with adjusting your financial mix to soften 

losses and take advantage of opportunities. Talk!

• What do I do? I use a Vanguard Brokerage services low-cost 

S&P 500 index fund as well as a financial advisor. However, the 

funds I have with my financial advisor are specialty municipal 

bond and energy funds – federally tax free. I don’t pay him 

an additional fee for these. The funds pay him a 12B-1 fee, 

which is already built into their expenses. They can fluctuate 

wildly, but I understand the risks and like the steady income 

(cash flow rocks!).

III Retirement Planning

Retirement planning is the opposite of investing: Investing focuses 

on how much money you make, While retirement planning focuses 

on how much money you take.

The information learned in Ingredient Five: Investing can be 

applied to retirement planning because your investments still need 

to generate money – now more for income than growth. Once again, 

it’s all about cash flow.

Calculating Your Retirement Budget

Complete your monthly budget on page 29. Use amounts relevant 

to your retirement years as follows:
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Income – All items net of taxes: social security, pensions – including 

required distributions – estimated net income during retirement from 

part-time jobs, rental income, annuities, investments, etc.

Note: A “4% rule” is intended as the maximum amount you 

should withdraw per year in order to have your investments be a 

source of income until your death. More than this might require 

lowering expenses or increasing income.

Expenses – Your monthly expenses for housing will be much 

lower if you live in your home and have paid off its mortgage.

To better estimate general costs during retirement (food, utilities, 

etc.), account for inflation by adding 4% to your current budget 

expenses (for relevant items) each year between now and the year 

you’ll turn 80. It’s just a “guesstimate” based on average longevity.

Example: Current age = 35. Years until age 80 (death?) = 45. 

Therefore: 4% x 45years = 180%. Add 180% to each expense. A 

current $300 expense item + 180% equals $840.

Annuities

Annuities are life insurance company financial contracts. They’re 

a combination of securities and life insurance with a minimum 

guaranteed income.

They’re popular for retirement planning because the guaranteed 

monthly payouts might be more than you can comfortably withdraw 

from your investments over a long retirement period.

Annuities can be costly and complex, and you pay big commissions 

to brokers. They have high operating expenses and steep surrender 

charges (if you stop paying).

How do you buy the most cost-efficient annuities? Source: Directly 

from the issuing insurance company.
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Type: SPIA (single premium immediate annuity). Why? You 

pay a one-time lump sum to the insurance company. This removes 

your risk of policy cancellation for non-payment. A fixed-payout 

annuity is more reliable than one with a variable payout. See what 

death benefit, if any, your contract pays. www.FinancialBananaSplit.

com for annuity websites. Purchasing separate investments and life 

insurance is an option.

Kid Stuff

Investment information is also applicable to children. The 

Uniform Gift to Minors Act (UGMA) allows an adult to open a 

separate investment account for a minor and control it until the 

minor reaches majority age. It can be opened at most financial 

institutions – I opened a UGMA for my son. With investing, time is 

power and children have the longest investment timeline. Coverdale 

and 529 Savings Plans are other options. These programs are more 

structured/restricted to funding education.

Ingredient Five – Conclusion

Investing for Wealth and Retirement does not involve magic. 

The conditions to achieve your goals, occur around us every day. 

Understand and apply the information in this Ingredient to use these 

conditions to your maximum financial benefit.

Ingredient Five: Major Points

1. Target your money: Emergency Fund > Mortgage/Down 

Payment > Pension > Investments.

2. A pension is for saving money during work>living on in retire-

ment. Pension investments grow fast because they grow tax free.
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3. Basic “Securities”= stocks & bonds. Stocks =growth & dividend 

income. Bonds=interest income and are usually less risky than 

stocks.

4. Mutual Funds owns many different securities=less risk than 

1 security.

5. Investing = holding securities long-term. Speculating=short-

term gain.

6. Have a realistic investment goal and a basic plan to fund it.

7. Definitions: P/E ratio= stock price divided by earnings per 

share. Neutral risk=16/Multiple Income Stream=Salary 

+ investment income + rental income, etc./Pay Yourself 

First=Only buying stocks which pay dividends/ Dollar Cost 

Averaging=buying the same dollar amount of the same stock 

over time/Buy and Hold=Buying quality stocks for the long 

term/ Diversification=owning different classes of assets: Stocks-

bonds-real estate/Rule of 72=divide 72 by annual return rate = 

# years for security to double/ Stock Split=Receiving 2 shares 

equal in value to your one share/ Compound Interest=fast 

growth by reinvesting stock dividends to buy more stock/ Classic 

Investment Strategy=75%stocks + 25%bonds/Open your own 

discount brokerage account without managed fees/An Annuity 

is an investment combination of life insurance and securities/4% 

Rule=don’t take more than 4% of your investments a year so 

they last until death/A UGMA -Uniform Gift to Minors Act= 

adult can open investment account for minor.
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Ingredient Six:  
Goodwill and Charity

Goodwill and Charity are the cherry on top of the banana split. Its 

concentrated sweetness gives you purpose and helps direct resources 

so you feel good about your wealth.

Sir Isaac Newton, Money, and Universal Truth

“For every action, there is an equal and opposite reaction.” 

“Everything in the Universe is connected.”

(Isaac Newton, 17th century)
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Newton’s Mathematical Principles of Natural Philosophy can 

be understood relative to our own actions: We generate energy and 

interact with all other energy in the universe. Newton proved that 

the amount of energy a body gives is equal to the amount of energy 

a body receives. This is known as a “universal truth.” It applies at 

all times.

Example: “Where there’s water, there’s life.” Astronomers look 

for evidence of water on planets because, if they find it, they know 

some form of life can exist.

Newton’s concern was motion, not emotion, but everything in 

our universe has an energy component whether the source is purely 

physical, as in his famous gravity event – an apple falling from a 

tree – or thinking, which causes our brains to use electrical energy.

Example: Energy used for thinking can be transferred to and 

interact with external energy, as proven in a mind-only controlled 

drone race at a university. They used EEG (electroencephalogram) 

headsets powered by student brain waves (Cuthbertson 2016).

Money, goodwill, and charity also seem to be connected by 

universal energy. When you view and respect your money as energy, 

you pay attention to it and keep it under control, in order. The 

universe has order, and so should your money.

Putting money in order means accounting for and managing its 

inflow and outflow (energy = cashflow). This is consistent with the 

information in Ingredient One.

Review your work in Step One: Achieve Money Self-Awareness, 

to understand your current relationship to money and how it can 

evolve to be consistent, with a balanced energy flow. (Full text)

What you do with your money, intentions and actions, all have 

an energy flow.



Ingredient Six: Goodwill and Charity

107

Contributing to worthy charities, people, and causes with good 

intentions (and not because you feel obligated or because it makes 

you feel better than someone else) generates positive energy. Somehow 

the universe “gets it,” and the energy you receive back is equal and 

positive.

The result is often more money. How? I don’t know, but in this 

world, money seems to follow money. The federal government “gets 

it” too: Charitable donations are deductible from income. This lowers 

your income tax liability.

True Story – Son’s School

My son’s school was seeking donations for new kitchen equipment. 

(In public schools, education budgets are limited.) One of the items 

needing replacement was a commercial dishwasher for $3,000. A 

grant paid for half.

My son is thriving. He has new friends and a B+ average – much 

higher than in his previous school, where he was in danger of failing. 

And he’s graduating high school one year early. : ) Since parental joy 

is priceless, I decided to help out financially. I donated $1500 for the 

dishwasher. OK, so that’s that, and I felt good about my donation.

At the same time, I decided to renovate my first-floor bathroom. 

I had a plumbing estimate for $4,000. The estimate seemed high, so 

I sought other bids. I looked on the internet and made several calls 

to local plumbers, but none returned my calls. I thought I would 

have to go with the original estimate.

When I was dropping my son off at school, I noticed there was 

a plumbing contractor close by. I decided I had nothing to lose and 

might as well walk in and see if they were interested. Wow! For the 
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exact same job, they estimated $1,850. I saved over $2,000, and the 

only reason I found them was because they were next to my son’s 

school. I saved much more than my donation amount.

I don’t know if it was coincidence, Sir Isaac Newton, the Universe, 

or God, but giving, goodwill, and charity seems to be the right way 

to live and in perfect alignment with this book’s Whole Self Wealth 

Program. (Full text version)

Ingredient Six – Conclusion

Goodwill and Charity can be thought of as: “Whatever good 

things we build end up building us.” (Jim Rohn). Understand and 

apply the information in this Ingredient to help you put good energy 

into our world for a beneficial “boomerang” return. 

“Service to others is the rent you pay  

for your room here on earth.” 

—Muhammad Ali



STEP THREE

COLLABORATE FOR 
WEALTH BUILDING
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What Is It?

To collaborate means two or more people join to combine property, 

resources and/or services to do or create something (Orsi, 2009).

Collaborate for wealth building means the goal is an increase in 

wealth, either in actual, countable wealth or an increase in the value of 

assets (land, house, car, etc.) of both parties involved. Or an increase 

in available time from effort saved due to collaboration. 
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Why use it?

Specific to this book: In many cases using collaboration enables you 

to become a homeowner and target more money into income-earning 

investments sooner than if you do it all yourself.
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Example

You cook dinner Monday through Thursday for you and your 

family. If you collaborate with three other families and each family 

is only responsible for cooking dinner one of the four nights, the 

following benefits accrue to all:

1. Time saved: each of the families only has to cook one of the 

four days instead of all four days.

2. Money saved: You cook more portions when it’s your day. 

This means more food bought cheaper in bulk.

3. Variety: Each family probably has several cuisine specialties, 

thus augmenting variety.

4. Quality of Life: Collaborative cooking naturally enhances 

community socialization, leading to potentially more collabora-

tion, savings, variety and hopefully friendships.





117

4

Ways To Use It

Collaboration (like most things) can be reduced to the five basics 

of story writing we’re taught as schoolchildren:

1. Who: Direct/indirect? Long/short term? Changeable?

2. What: Everything clearly defined? Understood?

3. Where: Physical location(s) identified? Changeable?

4. When: Definitive start, finish? Duration? Changeable?

5. Why: Clear on goal(s)? Reason(s)?

Collaboration can be by ownership of an asset by one or more 

of the parties. They agree to share or barter it’s use for something 

of equal value. Or through service such as trading childcare for 

housework or repairs or use of a material asset.

The important points are for all parties to understand what 

they’re getting involved in and insure each party is giving or getting 

something of equal value.





119

5

Home Buying Advantages

The best financial reason to collaborate with others on the ownership 

of your first home is just that: to own a home. 

If it will take you twenty years plus to save enough for a down-

payment on your own home but only 4 years to save enough for a 

down-payment on a collaboratively owned home, this could be the 

difference between the fantasy of home ownership and the reality 

of actually owning a home.

Owning your own home is accomplished by using the “step-up” 

process noted in Ingredient Two: Home Ownership.

Additional documents needed when buying a house 

on a collaborative basis include:

1.  House Collaboration Agreement - This covers many aspects 

of collaborative home ownership including: space allocation, 

house expenses allocation, buying and selling shares of the 

house (who-what-where-when-why), right to sublet a house 

share, how problems are resolved, etc. 
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2. Consent Agreements for Back-round checks - These are 

separate documents, one signed by each proposed shareholder, 

giving the other proposed shareholders permission to complete 

a back-round check on each signee. This is to determine 

suitability: legally-financially-ethically for ownership in the 

collaborative house. 

3. House Budget Agreement – This document details the 

estimated costs of maintaining the house on a monthly basis, 

including mortgage, property taxes, utilities, repairs, etc. It’s 

given the right to be amended as amounts change and is 

referenced in the House Collaboration Agreement. House 

Budget monies have their own bank account. 

4. Emergency Fund Agreement – This document shows how 

much is contributed by each shareholder into the House 

Emergency Fund. It’s used by a shareholder to pay their 

monthly house budget obligations due to lost or reduced 

income. Loan terms, including maximum amount loaned, 

interest rate, repayment terms and penalties are stated in it. 

The borrower uses their share ownership interest as collateral 

to secure the loan. It’s referenced in the House Collaboration 

Agreement. Emergency Fund monies have their own bank 

account.

It’s critical when buying a house, especially one that will be owned 

collaboratively, not to overpay.

Why? Because if the house goes way down in value you won’t 

be able to sell your share for maybe ten + years without taking a big 

financial loss. You’ll be stuck in that house possibly with people you 

don’t want to live with anymore. It could also hinder job relocation 

choices.
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That’s why it’s important to study Ingredient Two: Home Owner-

ship and avoid the pitfalls of over-paying for your house. Especially 

don’t buy at the top of a good cycle, also referred to as a “seller’s 

market”.

It’s much smarter to wait and buy the same house at a 30% 

discount in a down “buyer’s” market. www.FinancialBananaSplit. 

com for more information.
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Conclusion

Step One: Gain Money Self-Awareness is for understanding, relative 

to money, who you are, what you want and how to change your 

mindset to get there.

This enables you to evaluate the financial world relative to what 

fits best for you and your financial goals.

Step Two: Achieve Financial Literacy gives you the knowledge 

and tools necessary to be productive and profitable in almost any 

financial situation of your choosing.

You’ll be able to understand and evaluate most financial proposals 

or strategies through the filter of this new skillset to determine your 

best course of action. 

Step Three: Collaborate For Wealth Building outlines many advan-

tages to working with others, including achieving the all-important 

goal of home ownership – a key component of the American Dream.

You gain leverage when your money is used to achieve financial 

goals that are potentially out-of-reach as an individual.

Do your best, learn from your mistakes (I have) and refer to this 

book as often as necessary to help guide you financially.
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Quotes: Some of the  
Author’s Favorites

• “What we think, we become.” (Buddha)

• “The inevitable must be accepted and  

turned to advantage.” (Napoleon)

• “Life belongs to the living. And he who  

lives must be prepared for changes.” (Goethe)

• “A person who never made a mistake,  

never tried anything new.” ( Einstein)

• “Genius is the ability to renew one’s  

emotions in daily experience.” (Cezanne)

•  “You must be the change you want.” (Ghandi)

•  “If you’re going through Hell, keep going .” (Churchill) 

•  “Disaster brings change and opportunity.” (Chinese) 

•  “You can’t depend on your eyes when your  

imagination is out of focus.” (Twain)

•  “A person must pay dearly for the divine  

gift of creative fire.” (Hemingway)
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•  “Repeal all past history. You still cannot  

repeal human nature.” (Lincoln) 

•  “We cannot solve problems with the same  

thinking we use to create them.” (Einstein)

•  “Life is like riding a bicycle. To keep your  

balance, you must keep moving.” (Einstein)

•  “The secret to getting ahead in life is  

getting started.” (Twain)

•  “The human race has one really effective  

weapon, and that is laughter.” (Twain)

•  “One does not become enlightened  

by imagining figures of light, but by  

making the darkness concious.” (C. Jung)

•  “When in doubt, tell the truth.” (Twain)
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Note To Educators and  
Lesson Planning Guide 

Invite local professionals from various disciplines to speak. This 

will enhance and reinforce learning by bringing experiences from 

“real world” professionals into the classroom:

 1. Real Estate Agent – Property evaluation and purchase.

 2. Mortgage Broker – Mortgages: qualifying and types.

 3. Banker – Bank services: opening and managing accounts.

 4. Insurance Agent – Insurance purpose: types and function.

 5. Financial Planner – Investing: basics and strategies.

 6. Non-profit Representative – Charity: purpose and goals.

 7. Social Worker/Psychologist – self-awareness and 

emotional control.

 8. Communications/Media Professional – communication 

awareness and control.

 9. Accountant (CPA) – Tax preparation, filing, and planning.

10. Author/Writing Coach – To enhance self-expression.

Note: A free classroom lesson planning guide for this book is 

available at: www.FinancialBananaSplit.com
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The Board Game
ICE CREAM AND MONEY

. . . FOR EVERYBODY!!

BUY IT – PLAY IT – LEARN IT – EARN IT ! 

www.FinancialBananaSplit.com
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