PM’s
NEWSLETTER SERIES
Issue 1

March 2015

Eight Mistakes
to Avoid with Your Money
Don’t commit these financially deadly sins.
BY WILLIAM J. LYNOTT

I

n days gone by, managing your
personal financial affairs was far
simpler than looking after your
business finances. Not so much
these days. The world of personal
finance has become so complex that
failing to keep up can put a big dent
in your financial health, regardless
of your business success.
Here are eight money mistakes
you don’t want to make:

KEY POINTS:
u Set up a system to pay
your bills just before they
come due.

any promotional rates that might be
available. Banks often run special promotions offering interest rates higher than their regular rates. You can
be certain that an automatic renewal
won’t get that rate unless you ask.

4.

Being in a Hurry to Pay
Your Bills
There’s a good reason why checks
u If you can find a better
are slow to come in from people who
deal than your present bank
owe you money. It’s because hanging
is offering, take it.
on to cash as long as possible keeps
Keeping Money in a Bank
that money available to draw interest.
Savings Account
That’s why it’s important for you to
Today’s abysmal interest rates on
set up a system to pay your bills just before they come due.
investment vehicles begin at nearly zero, and one of the lowest
rungs on that ladder is the bank savings account. That’s why
Don’t jeopardize your credit standing by paying bills
you should never put a penny of your money in one. If you do,
late. Pay your bills just before they’re due. It’s especially
the paltry interest rate you’ll get, even in better times, will be
important to avoid late payment on credit card bills bebelow the inflation rate. That means you’ll be losing money.
cause of the oppressive penalties that most card issuers
have put into place in recent years.
Instead, put whatever cash you need to keep available
into a bank money market account where you’ll get a bit betFailing to Shop Around for a Better Interest Rate
ter interest—and many have free check-writing privileges.
Whether you’re paying interest or receiving interest,
And don’t overlook on-line banks for your cash init’s important to shop around. Bank deregulation has
vestments. Most carry the same FDIC insurance as brick
produced a competitive environment with wildly differing
and mortar banks. For example, Synchrony Bank (www.
interest rates and bank charges. If you can find a better
myoptimizerplus.com) offers a savings account with a
deal than your present bank is offering, take it. Don’t
whopping (by today’s standards) interest rate of .95%.
stick with a bank that isn’t competitive.
Failing to Take Advantage of Online Money Transfers
Overdrawing Your Checking Account
If there is a place that will pay you less interest than
These days, many banks are making customers pay
a bank savings account, it’s your checking account, the
big penalties for small errors.
lowest rung on the investment ladder.
Let’s say you have $300 in your checking account and
That’s another reason to open a bank money market
you write three checks—the first for $20, the second for
account (or a high-interest savings account) linked to your
$30 and the third for $290. Some banks process checks
checking account. From then on, never make a deposit directly
not in the order received but in order of size. In that case,
into your checking account. Instead, make all deposits into the
the $290 check would be processed first, meaning all
higher interest account. Then transfer money into the checking
three checks, not just one, would bounce. You’d be hit
account online only as needed to cover the checks you write.
with three bad check charges for as much as $105. (Some
Online transfers are easy and safe. Your bank will exbanks are charging $35 for each overdrawn check.)
plain how to set up the procedure.

1.

5.

2.

3.

Thinking That Your Bank Will Give You the Best
Available Rate When You Allow A CD to Roll Over
Automatically
It almost surely won’t. Always call or visit the bank and
ask to review all current interest rates for CDs, including

6.

7.

Failing to Use Your Computer Help You Manage
Your Cash Flow
Trust every aspect of your finances, including personal investments, to your computer. The financial reports
Continued on next page

Your Money
and analyses that off-the-shelf programs such as Quicken®
or Money® can produce at the touch of a button can be
vitally important tools for helping you to gain maximum
advantage in your personal finances. These programs are
infinitely easier to use than they were as recently as a few
years ago.

8. Sticking with the Wrong Bank

You’ve probably been a victim of merger mania at least
once. That’s when you wake up one day to find out that the
bank you’ve been doing business with is no longer around.
It has merged with a strange new bank that promptly laid
claim to your accounts.
Will this new bank, larger than the gross national product of some countries, treat you better? Will it exercise economies of scale in order to bring you better services?
Forget it. Many of the huge mega banks resulting
from merger mania are raising inefficiency and customer
alienation to new heights.
Fortunately, solving this problem is relatively painless.
Just search out the smallest FDIC member bank in your
neighborhood and give it your business. You’ll receive more
personal attention from a small bank than you ever will at a
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financial behemoth and you’ll have exactly the same insurance protection.
Even at a small bank, you should follow the principles outlined here, but you’ll be doing it in a friendlier
atmosphere. Fewer banking frustrations will leave you
better prepared to enjoy your stroll down the path to
greater riches.
Information in this article is provided for educational and
reference purposes only. It is not intended to provide specific
advice or individual recommendations. Consult an accountant
or tax advisor for advice regarding your particular situation.
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