-Midweek Teaching:  May/June, 1999

“Managing the Money Monster”

Week 1:  4 Biblical Principles of Money Management(Ron Blue, Chapter 2)

Tonight we are going to look at some Biblical principles of Money Management.  Next week we will look at Financial Planning and Goals, and then Budgeting, Becoming Debt Free, Developing a Savings Plan, Retirement Planning.

3 questions that many of us ask about the area of money are:

Will I ever have enough?

Will it continue to be enough?

How much is enough?

Our goal is to “be filled with the knowledge of His will in all wisdom and spiritual understanding”(Colossians 1:9)

We live in a world with mixed up values.  Not only is consumer debt spiraling out of control, but the National debt is over 5 trillion dollars.  In excess of $20,000 for every man, woman, child.  Repaying it would take 13,500 years if we paid back a million dollars per day if no interest and no further debt.  Furthermore, while Americans are clearly the most generous people on the planet in absolute dollars, relatively speaking(considering our great wealth as a nation), the story is somewhat different.  Here are some recent giving numbers: 1.7% of adjusted gross income is average charitable deduction taken on Form 1040, whereas property tax and interest deduction is equal to 18%

God has called us to be salt and light(Mt. 5:13-16), servants(Mark 10:45), stewards(Mt. 25:14-30).  This is an area where we have tremendous opportunity to witness to the world, to serve the world, and to impact the world.  Let’s start tonight with two definitions:

Financial planning is the predetermined use of financial resources in order to accomplish certain goals and objectives.

Stewardship is the use of God-given resources for the accomplishment of God-given goals.  

Here, in short review are some great “umbrella” principles(Scriptures provided for your additional study)

1) God Owns it All…Matthew 25:14…God has rights-I have responsibilities, every spending decision is a spiritual decision, can’t fake stewardship

2) Finances are an area of spiritual growth …Matthew 25:21, Philippians 4:11-12, Luke 16:11-12.  

Money is a tool, test, and a testimony. “If therefore you have not been faithful in the use of worldly wealth, who will entrust the true riches to you” Luke 16:11

3)  The amount is not important…Matthew 25:23

4) Faith requires action…James 2:17


The Tither's Psalm


E.A. Stanistreet

The Lord is my partner:  I shall not be troubled about temporal propertity.  He maketh me to live upon the fat of the land; he leadeth me away from bad investments; he restoreth my confidence in him; he leadeth me to know the blessings of Scriptural giving.  Yea, though I pass through a season of business depression, I will not fear for the outcome, for thou, O Lord, will not permit our enterpise to fail.  Thou preparest a way and a will to enjoy spiritual blessings more than ever I have known before in all my Christian experience.  Thou causeth thy fund to contain enough money and still some for every work of thine.  Surely real prosperity..of the heart as well as the purse..shall continue with me as long as I confidently do my part and let him prove what he can do; and together we build up his kingdom unto the everlasting day.”

5)  Honor the Lord first and with the best you have


Prov. 3:9-12 "Honor the Lord from your wealth, And from the first of all your produce; So your barns will be filled with plenty, and your vats will overflow with new wine.  My son, do not reject the discipline of the Lord, or loathe His reproof, For whom the Lord loves He reproves, Even as a father, the son in whom he delights." 

...little girl given two pennies by mother; one for church and one for candy.  Way to Sunday School, dropped one of pennies down a drain...Oh dear, there goes God's penny.

...little boy given nickel for offering...came home, mother saw him with candy..where get money to buy? Oh, I didn't need nickel at church, usher got me in free!

Only 5 things you can do with money:  give it away, spend to support lifestyle, repay debt, use for taxes, save or accumulate.

Homework:  1)  What are the short term financial commitments you have now(less than 1 years).  What are  the long term commitments you have now(more than 1 year).  What are the priorities for your finances these next 12 months?  What are your priorities for the period beyond 1 year?  Is your current net worth in excess of your annual income?  If so, how many times?  Is the total of your current debt(of all kinds) larger than your annual income?
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Biblical Principles of Finance
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2) Finances are an area of ______________Matthew 25:21, Philippians 4:11-12, Luke 16:11-12.  

“If therefore you have not been faithful in the use of worldly wealth, who will entrust the true riches to you” Luke 16:
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5 things you can do with money:  give it away, spend to support lifestyle, repay debt, use for taxes, save or accumulate.
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Week 2:  Financial Planning & “Success”(Ron Blue, Chapter 3 & 4)

As we discovered by your homework of last week, the commitments you already have circumscribe your financial freedom, and the priorities you have help to dictate the allocation of resources.  You will recall the five short term uses of money: give it away, spend to support lifestyle, repay debt, use for taxes, save or accumulate.  Note that lifestyle, debt, taxes are all consumptive.  Giving away or saving are productive. Lifestyle should be your last category, not your first!  Oh what a tough lesson this is to learn:

Think of it as like a pyramid:




Lifestyle




Debt




Savings




Taxes




Tithe

Total income-tithe-taxes-debt-savings=lifestyle resources

4 truths that Ron Blue lifts up about money:

1) All of us have limited resources

2) There are more alternative uses of money available than money available

3) Today’s decisions determine destiny

4) The longer term our perspective, the better our decision making

The goal of a financial planning conversation then is to insure that we plan and act rather than react and respond.

Definition:  “Financial planning is allocating limited financial resources among various unlimited alternatives”(p. 26)

Here are six typical long term financial objectives:

-financial independence
-college education for children

-paying off debt

-lifestyle desires

-major charitable giving

-owning your own business

4 step process to financial planning (this is not rocket science to ponder; it is Olympian to do):

1) Summarize your present situation

2) Establish your financial goals

3) Increase your cash flow margin

4) Control your cash flow

Ultimately the goal is not simply to “accumulate”.  It is to fulfill God’s gameplan for your life.  Knowing what God would have you to be and do and seeing that become a reality.

Ron Blue’s basic message:

1) God owns it all

2) Money is never an end in itself, but is merely a resource used to accomplish other goals and obligations

3) Spend less than you earn and do it for a long time and you will be financially successful

Edward Gibbon once said, "I am indeed rich, since my income is superior to my expense, and my expense is equal to my wishes"

“He who gathers money little by little makes it grow” Proverbs 13:11

The Magic of Compounding

If you want the magic of compounding to work for you rather than against you, then you must have the law of compounding working for you.

Rule of 72.  Take the interest rate and divide into 72; number of years will take to double

Earning power of money, over time, will beat inflation.  Our struggle is whether we are paying interest, or earning it.

Homework:  Larry Burkett forms:  Income & Expense.  Do, for your family, on a monthly basis(in other words, annual expenses/12).  Then, modify to include your goals(short term and long term)
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Week 3: The Battle of the Budget (Larry Burkett)

Practical Guidelines to Spending Money(Adapted from Randy Alcorn, Money, Possessions and Eternity, Tyndale House, 1989)

Nothing is a good deal if you can’t afford it

God isn’t behind every good deal

Understand the difference between spending money and saving money

Resist manipulative advertising

Know that Little things Add up

Proverbs 21:20, “In the house of the wise man are stores of choice food and oil, but the foolish man devours all he has”

Set up a budget

Do not overspend

Stick with the budget

Buy the basics.  You will be able to afford the best later(think “stewardship”)

Save, Save, Save(remember…”cash flow margin”!)

Start with establishing your income per month.  Take yearly income and divide by twelve.  Shoot low on commissions.  Understand what the difference between your “spendable income” and your “total income”(total income is before tithe and taxes).  List all your expenses(see categories from handout)

To manage the affairs of another is to be ready at any time to give account.

“Now it is required that those who have been given a trust must prove faithful.  My conscience is clear, but that does not make me innocent.  It is the Lord who judges me”(I Corinthians 4:2,4)

10 Principles of Christian Finance That Will Last A Lifetime

1) God is the owner of everything in my life

2) I am responsible to do my best as a steward of what He has entrusted to me

3) I need to be faithful in my income and in my expenses

4) I need to give to God in accordance with the Scriptures

5) Set goals that reflect God’s heart and wise stewardship

6) Live by a spending plan that flows out of your Godly goals

7) Reduce and Eliminate Debt

8) Make a covenant commitment with your spouse to monitor your financial lives

9) Consider sharing your financial goals with others as a step of accountability

10) Practice “Whole Life Stewardship”  with your income, assets, time, talents
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Week 4: Becoming Debt Free (Austin Pryor, chapter 2-3)

Proverbs 22:7 The rich rules over the poor, And the borrower {becomes} the lender's slave. 


I have know personally the “cost” of debt, when it was not just dollars and sense, but peace and security.  In my list of ten financial principles that will last you a lifetime(from week 3), one of them states that “Debt makes you a servant of the lender...leaving less for giving to Lord's work”.  The real problem with debt is that the compounding principle works against you rather than for you.  Debt effectively mortgages the future.  Furthermore, as Christians, we have an obligation to repay a debt that we incur by choice(more on this later).

Psalm 37:21, “..The wicked borrows and does not repay, but the righteous shows mercy and gives”

The paradigm that most of us live with is that debt is essential to life.  It is, in fact, the lifeblood of many commercial enterprises.  But, I’d like tonight to take aim at the “cost” of debt in our lives and find a way to help us all become debt free.    No investment is as secure as a repaid debt.

Last week’s homework was to answer the question…how much did you spend on interest in your household last year?  What could you have done with that money?  How much more could you have given? Saved?  Enjoyed with family? Vacation?  Being debt free is a worthy goal!  We all want to learn to be wise in how we build our lives.

Proverbs 24:3-4, “By wisdom a house is built, and through understanding it is established; through knowledge its rooms are filled with rare, and beautiful treasures”.

Debt is a product. 

There are various kinds, but they all make money for the lender, not the borrower!  Ron Blue identifies five different kinds of debt:  1) Credit Card Debt, 2) Consumer Debt, 3) Mortgage Debt, 4) Investment Debt, 5) Business Debt.  I would add Medical & Legal Debt as a 6th category.

Credit card companies spend a combined $567 billion in advertising, 1.1 billion pieces of mail.  Now, we are moving to “affinity cards”.  College campus can make $50,000 to $100,000 to allow the Card Company to operate on campus.  We have Star Trek cards, Michael Jordan card’s, Mick Jagger card’s.  

Consumer Reports says typical household debt totals more than $38,000.  Typical cardholder carries seven cards.  Average per card balance has now doubled to $1642 per card.  In 1995, Sears made more money on credit cards than they did on sale of merchandise.  70% of cardholders carry a balance with an average percentage rate of 18.1 percent.  This year, Americans will put 10 billion dollars of groceries on credit cards…that’s like prime rib financed for 10 years.

Debt warning signs:

-You are unable to pay each month’s bills on time

-You pay the minium amounts required on your credit card bilsl

-You’ve reached your credit limits on your credit cards

-You have used a cash advance from one credit card to make a payment on others

-You regularly take cash advances on your credit cards to pay routine living expenses such as food, rent, or utilities

-You postdate checks and cover them on payday or with new borrowings

-You have no savings at all

Luke 12:15, “Take heed and beware of covetousness, for one’s life does not consist in the abundance of the things he possesses”

Auto loans…my bias here.  Keep short term(3 years or less) if need to borrow at all.  Put substantial amount down so that loan balance is substantially less than value….think liquidity!

Home loans:  think affordability.  What if?(lost job, pregnancy, etc, recesssion).  Less time, more payments, etc.

In terms of  “leverage”, one factor is often overlooked:  RISK.  How much risk do you have when you put $100,000 down on a $200,000 house?  ($100,000).  How much risk do you have when you put $100,000 in a federally insured deposit institution?(theoretically, 0)

Getting out of debt:

1) Stop borrowing money!

2) Decide that you will get even and then get mad!

3) Use the debt snowball (put smallest to largest, disregarding rates, etc).  Pay off in order

4) Apply extra monies to debt reduction and to emergency savings

5) Put “saved” money into savings for large purchases or investments

Ron Blue’s Questions regarding debt:

1) Does it make economic sense?

2) Do my spouse and I have unity about taking on this debt?

3) Do I have the spiritual peace of mind or freedom to enter into this debt?

4) What personal goals and values am I meeting with this debt that can be met in no other way?

Ron Blue also makes these following points:

Debt is not a sin!  The Bible discourages the use of debt, but does not prohibit it

Debt is never the real problem.  The other issues (greed, self indulgence, fear, poor self image, etc.)

Debt is basically “money owed to anyone for anything”.
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Debt is a _____________. 

1) Credit Card Debt

2) Consumer Debt

3) Mortgage Debt

4) Investment Debt

5) Business Debt.

6) Medical & Legal Debt

Debt warning signs:

-You are unable to pay each month’s bills on time

-You pay the minimum amounts required on your credit card bilsl

-You’ve reached your credit limits on your credit cards

-You have used a cash advance from one credit card to make a payment on others

-You regularly take cash advances on your credit cards to pay routine living expenses such as food, rent, or utilities

-You postdate checks and cover them on payday or with new borrowings

-You have no savings at all

Luke 12:15, “Take heed and beware of covetousness, for one’s life does not consist in the abundance of the things he possesses”

Getting out of debt:

1) Stop _______________  ________________!

2) Decide that you will _____ ________and then get mad!

3) Use the _______  ___________(put smallest to largest, disregarding rates, etc).

4) Apply _________   ____________to debt reduction and to emergency savings

5) Put “saved” money into ___________for large purchases or investments

Homework:  What are the large items you wish you were now saving for?  What amount of emergency fund savings would make you feel secure and responsible?
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Week 5:  Emergency Fund, Savings & Investing(Austin Pryor, chapter 4-6)


We have discussed a variety of topics these last several weeks.  Most of them have been designed to get us to the place where we can have some “free cash flow”.  There are really only two sides of that equation:  Income & Expense.  We have spent the majority of time on the Expense side of the ledger; though we have realized that sometimes the need is on the income side.


This week we are going to talk about a concept that might feel like a foreign language to some of us.  The whole concept of savings.  We ultimately want to start a “stairway” of sorts.  This week we are going to cover emergency fund, savings, and investing.  Next week we will talk about retirement planning.  Some people wrestle with this whole area, not just because they can’t control spending, but because they feel it somehow represents a lack of faith.  Consider these scriptures:

“Go to the ant, you sluggard; consider its way and be wise!  It has no commander, no overseer or ruler, yet it stores its provisions in summer and gathers its food at harvest”(Proverbs 6:6-8)

“In the house of the wise are stores of choice food and oil, but a foolish man devours all he has”(Proverbs 21:20)


Ron Blue suggests that there are really two seasons in the life of a person from a financial perspective.  There is the accumulation stage and the preservation stage.  Accumulation is when we are wanting to gear up for financial independence, and preservation is when we want to maintain our standard.  He then provides a very helpful tool:

Sequential Accumulation Strategy(Ron Blue)

(Must have a positive cash flow margin!!!)

1) Eliminate all credit card and consumer debt
2) Set aside one month’s living expense in the checking account(if you are disciplined!)

3) Save between two and six months living expenses in an interest bearing money market fund account for an Emergency Fund
4) Savings for major purchases

5) Accumulate to meet long term goals

6) Use investment dollars to speculate in higher risk investments

Austin Pryor uses a similar, but somewhat different sequence.  For the rest of our time tonight, I am going to be referring to his sequence.  He uses a four level desciption:

Level One:  Getting Debt Free

Level Two:  Saving for Future Needs

Level Three:  Investing your Surplus

Level Four:  Diversifying for Safety

Pryor believes that working on level one and level two is prudent.  In particular, an emergency fund enables you to avoid future debt that might come with an unexpected loss in income.  He suggests 3-6 months, with a minimum of $10,000 if you are married.

Making the sacrifices necessary to complete level One(getting debt-free) and level Two(saving for future needs) is not a lot of fun-but necessary to build a secure savings plan.

Emergency Fund should be put in a very safe place; preferably earning money market rates, but not nearly as accessible as your checking account!  Consider Credit Unions, or if you bank with an institution..become a preferred customer!  Make them earn your business!  

Long Term Needs:  Appliances, Automobile, College.  Have a regular plan.

Mutual funds:  Pool of money formed when thousands of investors team up to diversify and get competitive advantages.  Every fund has an investment objective.  That objective, along with past performance, the risk of the investment type, along with your personal objective is the grid that helps you determine whether or not to invest with them.

Typical Objectives:  Fixed Income, Corporate Bond, Equity Income, Growth & Income, Growth, Aggressive Growth, Worldwide, Specific Regions.

In general, you want to stay with “no-load”(no initial sales fee) funds; looking for funds that have low expense charges(typically around 1%).  You can get USA today, Wall Street Journal, MONEY or other magazines that review and preview mutual funds as aids.  You may also want to consider mutual fund brokerage services offered by people like Charles Schwab or Fidelity.

Consider dollar cost averaging into mutual funds.  Recognize that there are risks to EVERY form of investing.  Each step you take away from US insured means an increase in risk!

“A faithful man will abound with blessings, but he who hastens to be rich will not go unpunished”(Provers 28:20)

“Dishonest money dwindles away, but he who gathers money little by little makes it grow”(Proverbs 13:11)
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Austin Pryor’s Four Levels:

Level One:  Getting Debt Free

Level Two:  Saving for Future Needs

Level Three:  Investing your Surplus

Level Four:  Diversifying for Safety

Diversification:

Mutual Funds:
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Week 6: Retirement Planning (Austin Pryor, chapters 25-30)


Today’s retirees are the wealthiest in U.S. History.  Baby Boomers can reasonably expect to live 20-25 years past retirement.  It is literally becoming the “third phase” in people’s lives.  In it, you hope to move from “success” to “significance”.  Recommend to you Bob Buford’s book “Halftime”, which will both encourage and stimulate your thinking on whether the conept of “retirement” is even Biblical.  But, clearly, most people will move into a phase of their lives, whatever the name, that will mean a departure from the “I must go to work each day at  such and such a time” cycle.


Here are some interesting statistics on today’s Americans, age 65 & older:

-average net worth of $100,000 per household

-75% own their own homes

-almost 80% have savings that average $20,000

Number of those joining of the ranks is increasing at twice the rate of the overall population.  By the year 2030, “baby boomers” will be, in retirement, about 20% of the population.   One of those realities is the life expectancy chart:

Life Expectancies:

Age           Men

Women

30
50 more years

55 more years

40
40 more years

45 more years

50
31 more years

35 more years

60
23 more years

26 more years

70
15 more years

18 more years

Before we start talking about specific planning for retirement, it seems to me that we need to clarify again…we all need “free cash flow” in order to get to financial freedom.  That means giving faithfully, increasing income, eliminating debt, developing a contingency fund, and learning to be “content where we are”.  Then, as one of our overall savings goals, we begin to plan for retirement.

As a general rule, and only a target to shoot for, Austin Pryor recomends the following:

Pryor suggests 5-10% of gross income when you’re in your 20’s, 10-15% when in your 30’s and 40’s and 15-20% when in your 50”s & 60’s.PRIVATE 

Retirement Planning Steps

1) Annual income needed in retirement:

-Current, before tax annual income(or what you would like it to be!)

-Lifestyle maintenance assumption (e.g. 60-90%)

2) Inflation assumption(suggest 3-4%)

3) Remaining years until you will retire?

4) Inflation adjustment factor(get from a table or software program); first year required income

5) How many years after retirement do you want to provide for?

6) Total amount required for your “retirement years”

7) Sources of retirement income:  Social Security(probably 50%, UNLESS major changes which are likely), pension plan or retirement plan amount(defined contribution or defined benefit).  Gap equals savings amount(estimate annual return, annuities, IRA, SEP-IRA, Roth)

Christian Association of Prime Timers(800) 443-0227(age 50 and older..$12.95 dues)

“A good man leaves an inheritance to his children's children, And the wealth of the sinner is stored up for the righteous.”(Proverbs 13:22)

“Now to Him who is able to do immeasurably more than all we ask or imagine, according to His power that is at work within us, to Him be glory in the church and in Christ Jesus throughout all generations, for ever and ever! Amen”(Ephesians 3:20-21)

Starting Next Week:  Prayer & Praise Time:  Prayer, Worship & Brief Devotional Teaching led by Lex Adams
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