Thought of the Month
GETTING YOUR PERSONAL FINANCES UNDER CONTROL
Australians are typically very good at spending money. Give me $1.00 and I will spend
$1.10, thanks to easy access to credit (often in the form of a credit card).
But there comes a time when the need to exercise some personal financial constraint becomes
necessary. This may arise as a result of starting a family, getting a mortgage or preparing for
children’s’ education. For some, the need to get our personal finances under control is simply
because we have let our debt get out of control.
Out of control personal finances can make us anxious and can often lead to a sense of unease.
However, there is hope. We can get off the debt ridden treadmill and get our financial lives in order.
The difficult question is HOW?

Some ideas:
Pay yourself first – set aside part of every dollar you earn. This money is not being saved to
buy a new car, have a holiday, or even buy a house. It is being put away for the long term and
will be used to provide an income when we are no longer able to work. For some, making
additional contributions to superannuation may be an ideal way of putting this saving aside.
Start by saving some small part of your income and gradually increase it.
BILL

Manage expenses – we all have expenses that need to be met in order to live, including food,
housing, clothing and transport. But many of us spend unnecessarily on “other stuff”. This is
what we call discretionary spending and it often consumes most, if not all, of our surplus
income. Start by setting a budget of known fixed costs, and then allow for some discretionary
spending. Look back over past bills and identify your fixed expenses. Bills for fixed expenses
often arrive at irregular intervals. A phone bill might arrive once each month or once each
quarter, but you might be paid weekly or fortnightly. Expenses should be totalled for a full year,
and then divided by the number of pay days to work out how much needs to be set aside out
of each pay to cover bills as they arise.
Protect your capital – in order to protect our savings from loss, care must be exercised to
ensure the security of our principal. Before investing, understand the associated risks and, if
the risk is unacceptable, look for a more suitable alternative. Take advice from a suitably
qualified expert. There are many good investment savings plans that allow small amounts to
be saved on a regular basis while providing access to a wide range of investment options
including fixed income, shares, property and overseas investments.
Invest in your home – owning your own home provides security for you and your family and
home ownership is the aspiration of most Australians. Home ownership also delivers
favourable tax concessions in that any gain we achieve on the sale of our home is generally
exempt from tax. It therefore makes sense to maintain and improve our home, within reason
and without overcapitalising, to ensure we maximise the price we can achieve when we
eventually sell.

Protect yourself and your assets – we all understand how important it is to insure our
possessions, be it our home and its contents, our car and the like. But how many of us have
adequate insurance on our life and our ability to earn? We should seek the advice of a
qualified professional adviser to ensure that we are adequately insured against events that
might rob us of our life, or our ability to earn. Yes, you can insure your future income.

Taking control of our financial future takes time and discipline. It will involve making some hard
decisions but if we make a plan and stick to it, over time it will become a habit and will deliver financial
security and prosperity.

If you have any queries relating to the above, please contact People’s Choice on (08) 9489 2740 or by
email on corpsuper@peopleschoicecu.com.au.
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