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November 2003 - Your Money Habits Will Reap Your Financial Destiny

Thesmallest things, if repeated enough times can become enormous. A small snowball rolling down ahill will pick up more
and more snow and eventually become huge if alowed to roll far enough. This principleis especialy true with money.
I nterest compoundsthe effects of regular repetition, itislikeahuge magnifying glass. Itsforceisso powerful that Albert
Eingteiniscredited with saying that compoundinterest “isthe greatest mathematical discovery of dl time.”

ThePower of Small Daily HabitsOver aLifetime

My first exampleisinspired by aposter that Charles Reeve posted at Hurricane Electronics L ab about twenty yearsago,
“The $500,000 Big Gulp”. The numbers have changed since, but the principleis till correct: Our decisions, even the
smallest ones, can becomevery largewhen repeated enoughtimes. If aperson developsahabit of buying alarge soft drink
every day (which at thetime cost about 39 cents) beginning at age 10, and doesit for alifetime (until, say, age 70), youwould
spend alittle morethan $10 each month on soft drinks. I’ m surethisdoesn’t sound like much to most of you reading this. If
the price of soft drinksnever increases, over asixty-year period you would spend about $7,200. Thesnowbd |l isgrowing.
There might be somethings you would rather do with $7,200 over alifetime than build acollection of 20,000 empty soft
drink cups, or adding that many to the county landfill.

Whenyou add compoundinterest, theresultsaredramatic. If youweretoinvest the$10 per month at just over ten percent
interest (10 1/8 %) instead of spending it on soft drinksit would grow to $500,000 over alifetime. The$7,200would earn
$492,800ininterest over 60 years! (If 10 1/8% interest sounds outlandish, consider what you used to pay for your home
mortgagejust afew yearsago, and then think about what you still spend on credit card interest today.)

Tobefair, let’ supdatethe example, and show it withthelower interest rates avail able on most savingsand investment
programstoday. At today’sprices, alarge soft drink daily would cost about $25.00 per month. Over alifetime, if you
saved themoney instead of buying the soft drinks, you could accumul ate thefollowing amounts at theinterest rates
shown:

Interest Rate  Total Amount You Saved Total Interest Your SavingsEarned Total of Your Savingsand Interest

2% $ 18,000.00 $ 16,752.18 $ 34,752.18
4% $ 18,000.00 $ 56,844.17 $ 74,844.17
6% $ 18,000.00 % 158,357.80 $ 176,357.80
8% $ 18,000.00 % 426,714.93 $ 444,714.93

| am not writing thisto pick onthosewho enjoy soft drinks. Itissmply anexampleto show the power of money habitsover
time. | could haveaseasly chosen anything that could beclassified asa“want”: from buying music CDs, to extraclothing,
to adaily donut, you get theidea. 1 am also not saying these things are bad, just that their long term cost may not be as
important to you asother thingsmight be.



TheHabit of Buying New Compared With Near New

Carsandtruck purchasesarethe easiest exampletoillustrateinthis category, but the principleillustrated appliesto many
“bigticket” items. In most cases, you lose 25% of theva ue of anew car or truck assoon asyou driveit off thededer’slot.
If itisafairly standard $20,000 car, you'velost $5,000. If itisatruck, SUV, or “luxury” car that costs $40,000 and up,
you'velost $10,000, or more.

| will admit that thea ternative hasdrawbackstoo. If you buy a2 or 3 year old vehicle, youwill want to find out asmuch as
you can about itsservice history and pay amechanic you trust to thoroughly examineit before buyingit to assureyou arenot
buying arepair nightmare. Itisobvioudy possbletolosealot of timeand money onrepairs, but let’ salso admit that new cars
sometimeshaverepair problemsaswell and that new car warrantiesareonly apartial solution. If you usevehicles(or other
equipment) inabusi nessto earn money, you can andyzefor your own situation whether thetime/repair savingsjustify the
additiond cost of new vehiclesor equipment.

My own experienceisthat theextrarepair costsof a“near new” vehicleamount to at most one-hdf of thesavingsyoureceive
by not buying“new”. Let'sillustrate with a$25,000 new car that you can buy 3yearsoldfor $15,000. Thesavingsinthis
caseis$10,000, and | am saying that evenwith the additiond repairsyouwill till redlizeat least $5,000in net savingson
thepurchase. If you haveahabit of replacing carsevery 4 years, over aperiod of 40 years, $5,000 saved on each car addsup
t0 $50,000. Evenif you only earn 6% on the money, that $50,000 saved becomesover $158,000 over 40 years. If you buy
your cars on time, and pay more than 6% interest, the resulting savings in monthly payments will total an even larger
number!

I mportant Note!

Theinformationin thisarticleisintended toinform you of some of thefinancial opportunitiesprovided in thetax
lawsor esewhere. Itisnot intended to giveyou specificadvicefor your per sonal situation. |f you need such advice,
pleasecontact aqualified professional! Pleasecall or eemail me (doug@accuteksol utions.com) for aninitial consultation
todiscussyour persond situation and how thetax lawsmight benefit you. Your first 30-minutevistisfreetolet yousample
what we can do for you at no cost or obligation. We asoinviteyou to submit questionsyou' d liketo haveanswered ina
futurearticle!
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