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PART ONE
INTRODUCTION

CHAPTER TWO

NOW AND THEN

Future values of $50 per week, invested for different

time periods and annual before-tax returns

Time

6%

8%

10%

12%

10 years

$31,954

$39,786

$44,607

$50170

20 years

$79,616

$128,276

$165,747

$216,509

30vyears

$150,708

$325,093

$494,722

$768,013

40 years

$256,749

$762,849

$1,388110

$2,5696,540

50 vyears

$414,920

$1,736,494

$3,814,259

$8,659,077
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$5,000,000

Value in dollars

$4,000,000
$3,000,000
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$1,000,000

$0

Future value of a $50 per week payment

Time in years

Annual before-tax return

‘6%

Msx @10%

A 2%
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CHAPTER THREE

SEEING IS BELIEVING
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CHAPTER FOUR

THE FORMULA FOR
FINANGIAL FREEDOM

€ MONEY MAGNET

Age pension eligibility age

Date of birth

Eligibility age

Before 1July 1952

65 years

From 1 July 1952 to 31 December 1953

65 years and 6 months

From 1 January 1954 to 30 June 1955

66 years

From 1July 1955 to 31 December 1956

66 years and 6 months

From 1January 1957 onwards

67 years

Source: Department of Social Services, n.d.

Average working-life taxable income by income percentile

Income group Percentile | Grossincome | 80% grossincome
Low-income 10 $22100 $17,680
earners 20 $36,300 $29,040

30 $48,000 $38,400
Middle-income 40 $58,100 $46,480
earners 50 $68,400 $54,720

60 $80,200 $64,160

70 $94,500 $75,600
High-income 80 $112,900 $90,320
earners 90 $144,900 $115920

Source: The Treasury — Australian Government, 2020; McKnight.
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Age pension and ASFA Standard

$80,000
$70,000
$60,000 [
Gap
$50,000 [
$40,000 Gap
$30,000
$20,000 Pension
Pension -
$10,000 -
S0 .
Single Couple
ASFA Age pension Gap
Single $47,383 $26,689 $20,694
Couple $66,725 $40,238 $26,487

LivingStatus | giarit8 | | ForNERY | spanding | (ot ase o
Living Alone Low $1,308 $34,000 $88,000
(Byyourself) e dium $1692|  $44,000 $301,000

High $2115|  $55000 $745,000
Living Together | Low $1,846 $48,000 $111,000
(lnacouple) e qium $2462|  $64,000 $402,000

High $3115| 81,000 $1,003,000

LivingStatus | g 08 | | PO | panding | targer
Living Alone Low $1115 $29,000 $73,000
(Byyourself) — Fy1edium $1462|  $38000| $258000
High $1962|  $51000| $743000
Living Together | Low $1615|  $42000|  $95000
(Inacouple) Medium $2154|  $56000| $352,000
High $2885|  $75000| $1021000
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Desired Annual Amount

$

Targeted Annual Return

%

Required Investment Capital

$

Desired Annual Amount

Targeted Annual Return

Required Investment Capital

$§60,000 || 8% |[=| $750,000
Living Status ASFA Retirement Super Consumers
Standard Australia
Living Alone $47383 $51,000
Living Together $66,725 $75,000
Asset class Investment value in Per annum
2021 returns
US Shares $217642 10.8%
Australian Shares $160,498 9.7%
Australian Listed Property $118,013 8.6%
International Shares $107939 8.3%
Australian Bonds $§75,807 70%
Cash $38,938 4.6%

Source: Vanguard 2021; McKnight.

Desired Annual Amount

$60,000

Targeted Annual Return

8%

Required Investment Capital

$750,000

Auvailable Investment Capital

Targeted Annual Return

Annual Income

() X %|=|S

Desired Annual Income Auvadilable Investment Capital Required Annual Return
L)

S =S = %

Desired Annual Amount Targeted Annual Return Required Investment Capital
: % =1$1,250,000
—

$100,000 |+ 8% |=|$1,250,
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CHAPTER FIVE

ARE YOU SUPER SUFFIGIENT?

Historical Current UN projections

Life expectancy from birth (years)

(0]
S 040
(=}
S
3 0.20
] >
2 000
C
<
-0.20
1950 2000 2050 2100
Option 1: Welfare Pre-retirement

Welfare Employment Income

Tax & Living
Expenses

Option 1: Welfare Post-retirement

Age Pension

Tax & Living
Expenses

.................. CTTTPRPITTPPTIPIPeS

Savings &
Home Equity




€ MONEY MAGNET

Option 2: Compulsory Superannuation Pre-retirement

Employment Income

Tax & Living
Expenses

Superannuation

Investment Income

Option 2: Compulsory Superannuation Post-retirement

Superannuation
Income
. Savings &
Age Pension Investment Income Home Equity
................................... Tax & Living <
expenses
Gorerenrrnrnnnn s

Option 3: Voluntary Superannuation Pre-retirement

Income

Superannuation Tax &Living
Expenses

Investment Income
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Option 3: Voluntary Superannuation Post-retirement

—

Superannuation

Savings &
Home Equity

Investment Income

Tax & Living
Expenses

Income
] Tax & Living
rann ion i, . ~
Superannuatiol < ; Expenses
Assets
Superannuation oo Non-Superannuation
Investment Income Investment Income J
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Option 4: Voluntary Superannuation Post-retirement

........ .. Superannuation Non-Super Assets

Investment Income

Tax & Living
Expenses

Savings &
Home Equity

1



CHAPTER EIGHT

THE TIMESHEET OF LIFE

My Life Timesheet

€ MONEY MAGNET

Name: Date: | |
1 2 3 4 5 6 7 8 9 10
" 12 13 14 15 16 17 18 19 20
21 22 23 24 25 26 27 28 29 30
31 32 33 34 35 36 37 38 39 40
| 42 43 44 45 46 47 48 49 50
51 52 53 54 55 56 57 58 59 60
61 62 63 64 65 66 67 68 69 70
A 72 73 74 75 76 77 78 79 80
81 82 83 84 85 86 87 88 89 90
91 92 93 94 95 96 97 98 99 100
Aootow | eciedhor T Epecienge | i
y Free

Years of
Life Left

Years of
Work Left

Years
Retired

Years Until
Financial Freedom

Years of
Financial Freedom

O

/NO

A\

O-0

2%

12
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Year closest to year of birth

1946 | 1953 | 1965 | 1975 | 1985 | 1995 | 2005 | 2015
Male 89 7 7 73 76 77 80 81
Female 89 80 81 79 81 81 84 85

Source: ABS, 2019; McKnight

13




CHAPTER NINE

A BLUEPRINT FOR
FINANGIAL FREEDOM

My Financial Freedom Blueprint

( Target Annual Income

S

Target Annual Return

%

Target Investment Capital

$

Debt-free Home

$

Total Asset Goal

$

Total Assets Now

$

Total Debt Now

$

Remaining Capital Needed

$

€ MONEY MAGNET

Annual Income Now

$

Annual Expenses Now

$

( Annual Savings Now

S

Years to Work

yrs

( Future Savings

Savings & Capital Shortfall

$

Timeframe

yrs

14




CHAPTER TEN

AGHIEVING
IMPOSSIBL
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A SE
EMI

EMINGLY
S310N

Savings & Capital Shortfall Timeframe Annual Savings & Capital Goal
L —-—
S + yrs |[=|$
Savings & Capital Shortfall Timeframe Annual Savings & Capital Goal
$1,000,000 | + =| $100,000
» ] = 1 0 yrs - »

8

$12,000,000

$1,000,000

T $800000
a
S
(&)
oS

2N $600,000
£
>
5
2]

$400,000

$200,000

$0

1 2 3 4 5 6 7
Years from Now
Timeframe Savings & Capital Shortfall
10 yrs $1,000,000
= 2 =3
— —
- -

Half-life Third Savings & Capital Shortfall
=| Byrs |=| $333,340
» 2 n
= =

Half-life ( Third Savings & Capital Shortfall
2.5yrs $111,120
= 2 =3
—-— —
L] -
Half-life Third Savings & Capital Shortfall
- -

1.25yrs

$37,040

15
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Timeframe Savings & Capital Shortfall
yrs| |$
Half-life Third Savings & Capital Shortfall
= yrs |=|$
Half-life Third Savings & Capital Shortfall
Half-life Third Savings & Capital Shortfall ]
= yrs |=|$
Half-life Third Savings & Capital Shortfall
$12,000,000
$1,000,000
E $800,000
3
o
2 $600,000
g
$400,000
$200,000
$0
0.00 125 25 5 10
Years from Now
Atyear Linear target savings & Half-life target savings &
capital capital
0.00 s- S-
1.25 $125,000 $37040
250 $250,000 $111,120
5.00 $500,000 $333,340
10.00 $1,000,000 $1,000,000

16
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$12,000,000

$1000,000
$800,000
$600,000
$400,000
$200,000 I
$0 I -
25 5 10

0.00 125

Savings & Capital

Years from Now

Linear - Half-life

Ya ) Vo Vs Y ) Yo Vs
life value life value life value life value

15| $333340| 20| $333340
10| $333340| 75 S$1M120| 10 $111120
5| $333340 5 $111120 | 375 $37,040 5 $37,040
2.5 S1M120| 25 $37040 | 1.88 $12350 | 25 $12,350
125 $37040 | 1.25 $12,350 | 0.94 $4120 | 1.25 $4120

17



PART

TWO

FINANGIAL 10
AND FINANGIAL EQ

CHAPTER ELEVEN

FINANGIAL LITERACY

Number of correct responses

None 1or2 3or4 All5 Mean
score
outof 5
All persons 2.3% 1M1% 440% 425% 39
Males 1.5% 11% 41.5% 49.9% 41
Females 3.2% 15.0% 46.5% 35.4% 3.7
Proportion answering each question correctly
Q1 Q2 Q3 Q4 Q5

All persons 85.5% 69.8% 74.9% 83.5% 770%
Males 91.9% 76.6% 712% 881% 79.2%
Females 79.4% 63.3% 12.1% 79.0% 74.9%

18
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CHAPTER THIRTEEN

THE FINANGIAL FAMILY TREE

? | Not known

Financially literate — demonstrated by a good ability to make, manage
and multiply their finances

Financially illiterate — was reliant on others for financial decisions or
had a track record of financial mishaps

? | Not known

(N) Nil | No completed schooling

(P) Primary | Primary school

High school
(S) Secondary | Completed Year 12, Intermediate, Leaver's
Certificate, ‘Matric’

Tradesperson
(TTrade | pyumber electrician, builder

Undergraduate qualification

(C) Certificate Certificate, Diploma

Bachelor degree

(D) Degree University-issued qualification

Postgraduate study
(PG) Post Grad Professional certificate, Masters, Doctorate

19
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My Financial Family Tree

Great

Grandparents

Grandparents

Parents

Your Parents

Dad

....................................................

Branches

You

Children

Grandchildren

Great
Grandchildren

Roots

....................................................

20
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CHAPTER FOURTEEN

PROGRAMMING YOUR FINANGES

‘ Current Age

yrs - 10 - Line 1

Annual Income

x S Line2

Target Net Worth

s Line 3

[ Current Net Worth

S Line 4
—

Net Worth (Surplus) or Shortfall

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Curren t Age

40yrs |=10= 4.0

Annual Income

( Target Net Worth

$480,000 |

Current Net Worth

= $250,000 |

Net Worth (Surplus) or Shortfall

$230,000 |

21
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Target Net Worth

$

x 2

Prodigious
Accumulator

-
=2
Under
Accumulator

Target Net Worth Target Net Worth
—
$ =19
—-— —
Current Net Worth
-— —
—-— —-—
Net Worth (Surplus) or Shortfall Net Worth (Surplus) or Shortfall
Prodigious Under
Accumulator Accumulator
Target Net Worth
$480,000
2 =2
X -
Prodigious Under
Accumulator Accumulator
Target Net Worth Target Net Worth

$960,000

$240,000

Current Net Worth

$250,000

Net Worth (Surplus) or Shortfall

$710,000

Prodigious
Accumulator

Net Worth (Surplus) or Shortfall

($10,000)

Under
Accumulator

22



Financial EQ

€ MONEY MAGNET

Emotionally savvy about how
to make money matter, but not
well skilled or empowered to
accumulate wealth

Unable to accumulate
wealth and emotionally
challenged about the use
and purpose of money

Financially successful and
using wealth to add meaning
and purpose to life

Financially successful but
unable to draw meaning and
happiness from wealth

Financial IQ

23



PART THREE

MAKING, MANAGING
AND MULTIPLYING
CHAPTER FIFTEEN
Y-E=§

Y |- E = S

Y S = E

E S = Y
...... v W ioan W v
...... e Mo Nipromny
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CHAPTER SIXTEEN

‘Y IS FOR INCOME

Activity Hours allocated Hours left
Opening balance 168
Sleep 56 12
Working 43 69
Leisure 35 34
Cleaning, care & grooming 21 13
Eating 7 6

( Number of Problems x Size of Problem x Complexity of Problem )
=Pay

Number of People who can Solve the Problem

Sales [260 units] $6,500 (26 weeks x $25 x 10)
— Set-up costs $3,500 (1,500 + $2,000)
— Advertising $2,600 (26 weeks x $100)
= Profit $400
Start-up hours 50
+ Admin b2 (26 weeks x 2 hours)
= Total 102
Pay per hour $3.92
Sales [260 units] $6,500 (26 weeks x $25 x 10)
— Advertising $2,600 (26 weeks x $100)
= Profit $3,900
+ Admin hours 52
Pay per hour 875

25
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CHAPTER SEVENTEEN

‘E' IS FOR EXPENSES

IS ERSEEN

Income Expenses Savings Income Expenses Savings Income Expenses

Living Below Your Means Living At Your Means Living Above Your Means
After-tax Before-tax
Spending category Weekly Annual Annual
Recreation and culture $208 $10,816 $15,452
Hotels, cafes and restaurants $120 $6,240 $8,915
Alcoholic beverages $46 $2,392 $3418
Cigarettes and tobacco $36 $1,872 $2,675

26
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Gross Salary

Giving s

Deductions S

Remainder s
—J 20%

Spending

Gross Salary

$7,000

$500

$2,360

$4,140

20%

$828

27
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CHAPTER EIGHTEEN

‘3" IS FOR SAVINGS

Savings Current Annual Income Work Days Saved

S =S x 260 = days

Savings Current Annual Expenses Months of Reserves

S =S x12 = mths

Percentage of monthly after-tax income saved

None 25%
Up to 10% 26%
Up to 20% 16%
Up to 30% 8%
Up to 40% 4%
Up to 50% 3%
Up to 60% 1%
More than 60% 2%
Unsure 15%

Household saving ratio, seasonally adjusted
25

20

0
Mar14 Mar15 Mar-16 Mar17 Mar18 Mar19 Mar-20 Mar-21 Mar-22

28
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Savings buying power at start of year $10,000
+ Interest @ 1% $100
—Income tax (830) 8§70
—Inflation @ 5% ($500)
= Savings buying power at end of year $9,570
Monday Tuesday Wednesday
XYZ Ltd share price $1.25 $1.30 $1.20
Number of shares 8,000 7692 8,333
When Then
Asset prices 1 Savings value |
Asset prices | Savings value t
Deposits & Savings Non-Cash Investments
Line 1 $ e s —
Total Investments
Line2 s e
x 100 = x 100 =
Deposits & Savings All Other Investments
Line 3 % %
Reserves Deployed

29
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Deposits & Savings Non-Cash Investments

e’ $5,000 + | §25,000

[ Total Investments

Line2 SS0,000 <—
x100 = x100 =
Deposits & Savings All Other Investments
tnes 17% 83%
Reserves Deployed
100%
Current Age AtRisk Assets
100 - - [ %
Low Risk Assets
T w
Asset dllocation Ben (25) Brinda (50) Bobby (75)
At risk 100-25=75% 100-50=50% 100-75=25%
Safe harbour 100-75=25% 100-50=50% 100-25=75%

30



CHAPTER NINETEEN

THE DANGERS OF DEBT

€ MONEY MAGNET

v

Time

Borrow Pay
Debt
eb (Money) (Money)
Non-Investment Hourly Net Pay Hours Owed

Debt
- —-—
- s - hrs
Non-Investme! Hourly Net Pay Hours Owed
Debt
L] —
S - [S ‘ — hrs

31

Days Owed
=8=
e days
Days Owed
=8=
TO=— days

+260 =

Years Owed

years
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S ——
Debt Debt &
EE—
Asset Asset
e e e N
Realised
Expenses [<—
Realised Realised
Income Income .
Realised
Princinal L Expenses <
rincipal Loan : )
Repayment
?
Principal Loan
Repayment
Self-Liquidating Debt Non Self-Liquidating Debt

Debt oo

Asset
l— R
Realised
Income :
Realised
Expenses <
Unrealised ?
Capital Principal Loan
Appreciation Repayment

Repaying from Future Income

32
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Purchase price $41,000
Deposit -$1,000
Finance =$40,000
Purchase price $41,000
Value of car, year 3 -$20,000
Depreciation =$21,000
Loan term (years) +3
Depreciation per annum =8§7,000
Finance +$40,000
Quasi-interest per annum =1750%

33
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CHAPTER TWENTY-ONE

THE PATHWAY TO POVERTY

IIIIII
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Job

Super

Super

€ MONEY MAGNET

Welfare

|

Income

Debt

Spending

Welfare

Spending

35
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CHAPTER TWENTY-TWO

THE PATHWAY TO PROSPERITY
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Super

Super

Job Income Accelerator
Income
Spending
Job Income Accelerator
Income
Spending
Savings

37
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Job

Income Accelerator

Income

Super & Assets

Savings

Spending

Job

Income Accelerator

Income

Debt

Savings

Spending

38
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Left in savings Repaying debt
Amount $3,000 $3,000
x Annual interest rate 0.5% 10%
= Annual interest $15 $300
Income
Super & Assets Debt Spending
Savings
Income Accelerator
Income
Super & Assets Spending
Savings

39
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Pathway to Poverty

Pre-Retirement

— Job Welfare

I I

‘ Super Debt Spending

Post-Retirement

Super Welfare

I I
!

Spending

40
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Pathway to Prosperity
Pre-Retirement
Job Income Accelerator
Income
Super & Assets Debt Spending
Savings

Post-Retirement _

Income Accelerator

Income

Super & Assets Spending

Savings

M
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CHAPTER TWENTY-THREE

THE REGIPE FOR GETTING RIGH

Ti
Wealth = Savings x (1+ Return) ime

Investor Saving Return Time
Alex $30,000 8% 10 years
Allan $15,000 16% 10 years
Ally $15,000 8% 20 years
Investor Recipe Result
Alex $30,000 x (1.08)"° $64,768
Allan $15,000 x (116)° $66,172
Ally $15,000 x (1.08)*° $69,914
, ( (1+Return) "° —1)
Wealth = Savings
Return
Investor Annual saving Return Time
Alex $30,000 8% 5years
Allan $15,000 16% 10 years
Ally $5,000 8% 30 years
Investor Recipe Result
Alex $30,000 x [(1.08)° 1) + 0.08)] $175,998
Allan $15,000 x [(116) '© —1) = 016)] $319,822
Ally $5,000 x [(1.08) 2° —1) = 0.08)] $566,419
Investor Result after
inflation @ 2 per cent
Alex $159,407
Allan $262,365
Ally $312,702

42
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Annual saving Return Time
Alex $30,000 8% 5years
$106,610
Allan $15,000 16% 10 years
32%
Ally $5,000 8% 30 years
Alot Average Alittle
Alot Low Low-medium Low-medium
Average Low-medium Medium Medium-high
Alittle High High Very high

Potential Skill-based Profit

/

Efficient
(Solution)

Inefficient
(Problem)

Level of Investor Skill

Spending Super Non-super Total Inflation
adjusted

5 130 $212,944 $31674 $28,963 $60,637 $52,306
10 |35 $447940 $83,002 $§73,074 $156,076 116,135
15 |40 $707393 | $165544 $139,632 | $305,076 $195,817
20 | 45| $993849| $296,482 $238,331 $534,813 $296,113
25 |50 | $1310122| $502,295| $383,820 $886,115 $423,213
30|55 | $1659313| $823765| $596,589 | $1420,354 $585,167
35| 60 | $2,044,849 | $1,323,687 $906,159 | 2,229,846 | $792,450
40 | 65 | $2,470,516 | $2,098,730 | $1,354,861| $3453,591| $1,058,722
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Compulsory < 10% — Income — 10% > Non-Super
Superannuation Investments
80%
Giving Spending
e
Income Tax Debt G
Everything Else  |<....."
No-Plan Plan
$4,000,000
$3,500,000
$3,000,000
$2,500,000
S
S $2,000,000
$1,500,000
$1,000,000
$500,000
$0 ¥ T T T T T 1
25 30 35 40 45 50 55 60 65
Age
Starts the No-plan plan at age: ‘ 5 M35 @ 4

Starting age | Wealth accumulated | Cost of delay | Extra spending

25 $3,763,623 N/A N/A

35 $3,015,008 $805,309 $55,742

45 $2,740,581 $1,261,259 $123,814

44




PART FOUR
MAKING YOUR MONEY COUNT

CHAPTER TWENTY-SIX

LEAVING A LEGAGY

Legacy By Your Deeds You Shall Be Known
Deeds .. How can | add scale to my deeds?
L Acts How can | be more impactful
. with my acts?
T How can | be more purposeful
Intentions with my intentions?
\/ A4
Do Doing Done
7
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APPENDIX 3

ANSWER TO SONJA'S SITUATION

Non-Investment
Debt

$366,250 | =

Hourly Net Pay Hours Owed Days Owed

$42.23 | = | 8,673 hrs|< 8 =|1,085 days

+ 260 =

Years Owed
‘ 417 yrs

46



