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Synopsis

From AmericaA¢a -4,¢s most authoritative source: the quintessential primer on understanding and
managing your moneyMoney courses through just about every corner of our lives and has an
impact on the way we live today and how weA¢a -4a,¢ll be able to live in the future. Understanding
your money, and getting it to work for you, has never been more important than it is today, as more
and more of us are called upon to manage every aspect of our financial lives, from managing
day-to-day living expenses to planning a college savings fund and, ultimately, retirement. From The
Wall Street Journal, the most trusted name in financial and money matters, this indispensable book
takes the mystery out of personal finance. Start with the basics, learn how they work, and

youA¢a -4,¢ll become a better steward of your own money, today and in the future. Consider The
Wall Street Journal Complete Personal Finance Guidebook your cheat sheet to the finances of your
life. This book will help you:A¢a -A¢ Understand the nuts and bolts of managing your money:
banking, investing, borrowing, insurance, credit cards, taxes, and moreA¢a -A¢ Establish realistic
budgets and savings plansA¢a —A¢ Develop an investment strategy that makes sense for

youAg¢a -Ag¢ Make the right financial decisions about real estateA¢a —Ag¢ Plan for retirement
intelligentlyAlso availableA¢a -4 «the companion to this guidebook: The Wall Street Journal
Personal Finance Workbook, by Jeff D. OpdykeGet your financial life in order with help from The
Wall Street Journal. Look for:A¢a -A¢ The Wall Street Journal Complete Money and Investing
Guidebook A¢a -Ag¢ The Wall Street Journal Complete Identity Theft GuidebookA¢a —A¢ The Wall

Street Journal Complete Real Estate Investing Guidebook
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A A CHAPTER 1 Banking Banks donA¢a -4,¢t come in thirty-one flavors, but numerous varieties
exist for what consumers call A¢a -A“banksA¢a —-As: nationally and state chartered, commercial,
community, federal, merchant, thrifts, savings and loans, building and loans, bank and trusts, credit
unionsA¢a -4 «the list goes on. Whatever theyA¢a -4,¢re called, the basic business of banking is
universal: Banks take in your deposits and, in return, pay you some rate of interest. They then turn
around and take the very same money you deposited, combine it with deposits from other folks, and
lend the money to your neighbor, charging that borrower a higher rate of interest than the bank
charges you. The difference between those two interest ratesA¢a -4 «the so-called

spreadA¢a -4 «is where banks generally make their money. Businesses deal with commercial
banks; consumers deal with retail banks, though in practice many banks service both clients. In
2005 the nationA¢a -a,¢s largest bank was New YorkA¢a -4 cebased Citigroup Inc., which
provides both commercial and retail banking services and which had total assets of nearly $1.5
trillion. Seattle-based Washington Mutual Inc. was the largest thrift, a consumer operation, with
$308 billion in assets, three times larger than its nearest competitor. Retail banks exist to provide an
assortment of products that represent some of the first and most basic personal finance tools for
consumers. In the past, savers could stop by just about any local bank and sign up for services that
werenAg¢a -4,¢t terribly different from the bank down the street. Today, the savviest consumers
shop aroundAg¢a -4 <both locally and onlineA¢a -4 ssince all banks offer different rates and fees for
the various savings, lending and credit products they offer. Not every bank peddles the same
line-up of products, while others, though they might feature some particular service, arenA¢a -4, ¢t
trying to make a big business in that arena and, thus, price the service so that itA¢a -a,¢s not
particularly attractive to most consumers. Savings Accounts Think back on childhood: A savings
account, aside from a piggy bank, was likely your first encounter with real personal finance, and it
probably came with a little passbook in which the bank teller recorded your meager deposits. Mom
and Dad, maybe your grandparents, opened a savings account for you and stuck a few dollars in

there, probably taking the opportunity to tell you about compounding interest, which, at that age,



likely generated about as much excitement as Brussels sprouts. Savings accounts are the most
basic banking accountsA¢a -4 «a place to park your cash and draw interest. Minimum account
balances are typically low, sometimes just $5, and the interest rate is equally low, often the lowest
among all savings products. But the accounts are FDIC insured and, therefore,

A¢a -A“safeAg¢a -A-A¢a -a ‘meaning the full faith and credit of the United States government
protects your account against the loss of even a single penny, up to the federal limit of $100,000.
Savings accounts, in their various forms, are where you want to park money if you expect to need it
relatively soonA¢a -4 slike when buying a houseA¢a -4 «or when you cannot afford to risk losing
any of the cash. Aside from the basic passbook accountA¢a -a syes, old-fashioned as they are they
still exist at some banksA¢a -4 *other types of savings accounts include certificates of deposit and
money-market accounts; more on both of these in a moment. Typically, the best interest rates are
found online by searching Web sites such as www.bankrate.com. MONEY MARKET ACCOUNTS
Think of these as savings accounts on mild steroids. Your money is invested in what is literally
known as the A¢a —-A“money marketAg¢a -A-A¢a -4 «a vast market of ultra-short-term, highly rated
debt obligations issued by various government agencies, corporations, and financial institutions that
trade among large institutional investors in very large quantities. Basically, these are |OUs that
come due usually within a year, and often within a few weeks or a few months. Because these
pieces of paper are highly rated by various credit-rating agencies, such as Standard &

PoorA¢a -4,¢s and MoodyA¢a -4,¢s Investors Service, the debt is considered safe, meaning
there is a negligible risk that the bonds will not be repaid. Money-market accounts are FDIC
protected and pay slightly higher interest rates than standard savings accounts, but the rate is still
relatively low. Minimum balances, however, are often relatively highA¢é -4 *$2,500 or more. And if
the monthly balance slips below that, youA¢a -a,¢ll typically pay a service chargeA¢a -4 susually
around $10 or soA¢a -4 «for every month the account stays below the minimum. Again, some of
the best rates are found online rather than at your local bank. A good resource is www.banx.com.
YouAg¢a -4,¢ll have to register, but itA¢ga —a,¢s free, and youA¢a —-4,¢ll gain access to a broad
listing of banks offering the best rates. But a warning: While you can deposit money into these
accounts as often as you like, withdrawals are usually limited to no more than three to six per
month. And because many money-market accounts come with check-writing privileges, a trait not
usually associated with a savings product, itA¢a -a,¢s easy to just start writing checks on this
account when you need the cash. Banks will cut you some slack the first time you exceed the limit,
but beyond that theyA¢a —4,¢ll start imposing fees for each transaction over the limit. And if the

breaches are persistent, a bank can unilaterally close your account, cutting you a check for



whatever balance you have minus any fees the bank might impose. First, though, theyA¢a -a,¢ll
often send a warning letter. A better approach is to withdraw the money in person or go online and
transfer the cash from your money-market account to your savings; those types of withdrawals
usually donA¢a -4,¢t count toward the monthly maximum. DonA¢a -4,¢t confuse money-market
accounts with money-market mutual funds. Though related, these two are very different, but more
on that later in the Investing section. CERTIFICATES OF DEPOSIT CDs, as certificates of deposit
are commonly called, are time deposits. That is, you deposit your money with a bank and promise
not to touch the cash for a certain period of time. In return for that promise, the bank gives you what
are usually the best interest rates it offers on savings products. Banks do this because they know
you wonA¢a -4,¢t demand this money for several months to several years, which gives them a
chance to lend the money and earn a bit of profit on your deposit. CDs generally span uniform
periods of time: three months, six months, nine months, one year, two years, and five years. In
practice, there are a variety of other contract periods as well, such as 21D2 years, three years,
seven years, and ten, among others. When the period ends, a CD is said to have

A¢a -A“matured.A¢a —A+ Three-month CDs carry the lowest rates, often only marginally better
than a money-market account. ThatAg¢a —4a,¢s because the bank doesnA¢a —4,¢t have a lot of time
to make money off your deposit and must invest it only for the short term. Five-year CDs provide far
better rates, usually several percentage points higher than savings accounts, because banks have a
much longer period to earn money from your cash. But donA¢a —4,¢t dive into longer term CDs just
to chase a high interest rate. CDs generally impose early withdrawal penalties if you reclaim your
money before the contractA¢a -a,¢s stated time period expires. The penalties vary, but you
typically lose a meaningful amount of interest that has already accrued in your account. So carefully
evaluate your near-term cash needs before opting to lock up your money for a long period.
Long-term CDs can be a fine way to boost the overall return on your money, but not if you ultimately
think there is a chance you might need to break the contract before the CD matures. One caveat: In
some situations, investing in a longer term CD instead of a short-term contract can be a savvy
choice even if you break the CD before it matures. The long-term rate may be high enough and the
penalty small enough that the overall interest you receive exceeds what you otherwise would have
earned in the shorter-term certificate. Banks arenA¢a —-4,¢t going to advertise that, so itA¢a —-4,¢s
up to you to do the math. [ . page 000] CHECKING ACCOUNTS A¢a -A“l canA¢a -a,¢t be out of
money. | still have checks.A¢a —A- That has been a popular bumper sticker for years, and it points
to the ubiquity of checking accounts, the cornerstone of personal finance whether itA¢a -a,¢s your

own individual checking account or a joint account with a spouse, a partner, or even a parent.



Checking accounts are known as demand-deposit accounts because account holdersA¢a -4 those
who own a checkbookAg¢a -4 scan write a check that gives the person you paid the right to

A¢a -A“demandA¢a —A+ money from your account upon presenting that check to your bank. In the
early days of check-writing, that is exactly what folks did; theyA¢a -4a,¢d show up at a particular
bank in town with a chit signed by a customer of that bank and demand cash in return. Of course,
these days the pizza parlor owner to whom you wrote a check for $19.36 for a large thin-crust with
pepperoni and pineapple doesnA¢a -a,¢t need to appear physically at your bank to claim the
money. The owner just deposits your check at her own bank, and dozens more like it, all drawn on
different banksA¢a -4 *some local, some out of townAg¢a —4a and all the money sheA¢a -4,¢s due
ends up in her account within days. This happens because checks carry a variety of oddly
rectilinear numbers along the bottom that serve as a bread crumb trail of sorts to help each check
find its way home through the national banking system. The nine digits farthest to the left are the
ABA routing numbers that specify which branch of what particular banking company this check is
drawn on. The sequence of numbers farthest to the right is the account number, signifying whose
account at that branch is to be debited. Regular checking accounts generally pay no interest.
Checking accounts known as negotiable order of withdrawal accounts, or NOW accounts, often do
pay interest. But NOW accounts frequently, though not always, require higher minimum balances or
charge higher fees than a regular checking account. Some of the best rates and lowest fees on
checking accounts are found at credit unions; because they are owned by the members and are
nonprofit, credit unions are not consumed with generating fat profits like other banks are. Whether
you bank at a savings and loan, a building society, or a credit union, youA¢a -4,¢ll need to balance
your checkbook occasionallyA¢a -a «a chore so wretched for many people that they just estimate
what they have and then hope for the best. That is an unhealthy approach to your money. You risk
being overdrawn, for which the bank will impose a charge of about $25 (roughly the national
average for a bounced-check fee), an unnecessary drain on your finances. Or you may risk not
knowing you have more money than you realize, leaving you feeling needlessly strapped financially.
A laissez-faire approach to your most basic financial account can also lead to much larger problems
with spending and debt since lackadaisical record keeping reflects poor financial management
habits. If you can begin to track your checkbook accurately, youA¢a -4,¢ll gain a better grasp on
your spending since youAg¢a -a,¢ll be more aware of how the debit-card purchases, ATM
transactions, and checks you write are really impacting your finances. If nothing else, balance your
checkbook to save money. Banks, like humans, arenAg¢a -3,¢t infallible; they make mistakes, too,

and you want to catch those mistakes in the event they erroneously reduce your account balance.



Of course, if you just canA¢a —-4,¢t muster the effort, invest in an inexpensive computerized
money-management program such as Microsoft Money or Intuit Quicken. With minimal effort on
your part, it will keep the debits and credits in your checking account in a healthy balance. [ . page
000] ATM CARDS Automated Teller Machines revolutionized banking by allowing customers to
interact with their checking and savings accounts absent a bank teller. Stick your plastic magnetized
card in the machine, punch in a personal identification number, or PIN, and out comes a wad of
cash. As recently as the late 1990s some residents in remote parts of Alaska refused to deal with
ATMs, considering them devil machines because they couldnA¢a -4,¢t understand how or why it
would dispense money. Banks love ATMs because they dramatically cut demand on tellers, thereby
saving money. And by charging non-bank customers a fee of between $1 and $4 per transaction to
use the machine, ATMs generate lots of noninterest income. That surcharge might seem a small
price for convenience, but hit an ATM not affiliated with your bank once a week for a year, and
youA¢a -4,¢ve spent as much as $200 just to access your own moneyA¢a -4 +and that

doesnAg¢a -4a,¢t count the $1 or more your own bank will levy each time you venture outside your
bankA¢a -4,¢s own ATM network. Thus, if youA¢a —-4,¢re a frequent ATM user, it is best to look
for a bank with lots of convenient ATM locations, including those inside nearby supermarkets, where
banks are increasingly locating mini-branches. Banks typically list ATM and branch locations on
their Web sites. Also, check for banks that have surcharge-free ATM machines. If you canA¢a —4a,¢t
find an ATM for your bank, then use a competing bank because the fee is usually lower than
youA¢a -4,¢ll find at independently owned machines inside gas stations, hotels, casinos, and
convenience stores. By the way, the blandly named Electronic Fund Transfer Act limits your loss to
$50 if your ATM card is stolen and cash is ultimately siphoned from your account. But you must
report the card lost within two days of noticing its disappearance. Wait longer and your liability rises
significantly. DEBIT CARDS DonA¢a -4,¢t feel like searching out an ATM or donA¢a -4,¢t want to
pay the fee to use one outside your bankA¢a -a,¢s network? ThatA¢a -a,¢s where debit cards
come in. They look identical to credit cards (and some serve that function as well), but they act more
like ATM cards (and some serve that function, too). Instead of taking on debt as you would when
buying the weekAg¢a -4,¢s groceries with a credit card, you are instead, with the swipe of your card
through the electronic reader, authorizing the grocer to directly withdraw funds from your bank
account, usually a checking account. This is an immediate transfer, exactly as though you pulled the
money from your account at the ATM. That means you cannot float a purchase until the credit-card
bill arrives. If you donA¢a -4,¢t have enough money in your account, your transaction

wonAg¢a -4a,¢t go through. Debit cards are increasingly popular among consumers and retailers



since the cards act like electronic cash. For the consumer there is no need to carry money or
checks, yet you donA¢a -a,¢t accumulate interest charges as you do when paying for purchases
with a credit card. That allows for better financial management because you see immediately the
effect that even a single small purchase has on your checkbook balance and your monthly spending
and savings goals. With a credit card the effect of all but the largest, most memorable purchases
are lost in the fog of all the random spending you do each month. And because most debit cards are
accepted globallyA¢a -a sgenerally anywhere major credit cards are takenA¢a -4 <you

donA¢a -4,¢t need to pack nearly as many travelerA¢a -4a,¢s checks or as much cash as you

ordinarily would.

This is a great book for anyone looking for an easy read with a lot of valuable information. |
appreciate a book that tackles personal finance without much complex financial jargon. 'm a layman

who is happy to have read this book.

As a college student, one of my required classes is a Personal Finance course. And also being a
college student, I'm often finding myself scrapping up my loose change in order to get myself
through the next week or so. This book is really helpful in showing you how you spend money on
things you don’t need (Opdyke references daily newspapers as a waste of money for many
Americas, considering how little people actually tend to read them). If you actually do what Opdyke

says, there’s no reason you can’t save some money each month.

As a soon to be college graduate, this was a great introduction to personal finance. It is quite
comprehensive and has a lot of great, practical advice. This is, however, a "jack of all trades, master
of none" type of books. It gives a good overview of all pertinent subjects, but to truly understand and
apply any one subject will require more research. It wasn’t as dry as you would assume; there were
some decent jokes and jabs thrown in to make it an easy read. | would say the biggest issue with
this book is the fact that it is a bit out-dated; it was published in 2005. As of this writing (Spring 2015)
some of the advice isn’t relevant due to extremely low interest rates. Once rates go back up, then it
will reflect the market a bit better. Overall great read and | would recommend it to anyone who is
about to enter the work force or has very little of personal finance. If it makes a difference to anyone,

this book was recommended to me by my friend’s dad who has a PhD in economics.

| read this alongside several other personal finance books, | felt that the author did a good job of



presenting the ideas without dumbing things down. | highlighted many areas for future reference.

Great for the nuts and bolts of so many real life issues that we face. It recently worked as a great
reference when | was studying up on the most importance aspects to consider when purchasing a

home. This is a good one to have in your home library!

as describe, great reading

This book is only informational as a dictionary of terms, in my opinion it does not give any guidance
on how to set up and maintain your personal finances. Have read 3/4 of it, perhaps the last 1/4 will

be better. Purchased new for college student, there must be better info somewhere.

Super cool book.As I'm being non-native american it sometimes not easy to read finance books. But
this one is very different. | completely understood everything that was in this book. Very easy very
helpful.Would suggest it for everyone who graduated rom college and ready to start adult life.cons:
this book published on 2006, so some data in it may be outdated. For instance author suggest
Microsoft Money to keep track of debts and credits, but Microsoft Money was discontinued in

2010.0ther then that all information is very easy to understand and useful.
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