Before we begin tonight, I have to apologize for the way I look.  I was playing around with my daughter last weekend when I slipped and fell and hit the edge of a metal garden table.  I had to go to the hospital and get some X-rays.  But the doctor said that I was just fine.  So hopefully I’ll be looking a lot better next week.

My name is John Lyday.  In my other life I own a financial planning company.  Most of my clients are Americans and their families.  But I have clients from other countries as well.  I am a member of the Financial Planning Association, the Japan Association of Financial Planners, and The Chamber of Commerce, here in Tokyo.  I began financial planning in California, but later relocated to Tokyo with my family.  I still have a few clients in California, but now almost all of my clients are in Japan.  I specialize in expat financial planning.  

And with that strange introduction………..

Welcome everyone to Personal Financial Planning.  This evening we are going to begin the process of learning about this topic.  I’m sure you already feel that it’s an important and interesting topic.  I do too.  It’s important and interesting because it affects our lives so directly.  It’s also a topic that’s cloaked in mystery for many people.  In this course we are going to take away some of that mystery and learn what financial planning is all about.  More importantly we’re going to learn definite steps to take right now to bring clarity and understanding to your financial direction.  So that when you finish this course, you will have improved your skills and knowledge.  And you will feel more confident about your financial future and the choices that are available to you.  We will also learn the right questions to ask a financial planner, if you should decide to work with one, so that you can select a planner that is right for you.  

Of course, when we think of finance we think of mathematics, numbers, equations.  We think of the complicated nature of finance.  And that sometimes scares people away from learning about the topic.  

But there is also the side of finance that is involved with psychology.  It is intuitive.  In fact there’s a whole branch of personal finance, and corporate finance that is involved with decision-making, and how people make decisions.  And we will have a chance to look at that too.  

Finally, when most people think of personal finance they think only of investing.  And investing is a very big part of personal finance.  And it can be a very complicated part of personal finance.  But it is by no means the only part of personal finance.  Nor is it the beginning point.  We will look at investing long and hard because it is so interesting and so important, but we will also look at many other aspects of personal financial planning.  

We will have 20 hours together.  We will have a lot of opportunity to discuss different topics.  I like to have a class that’s always moving forward toward its goals, but I, the teacher, am not doing all the talking.  I hope we will all have a chance to participate in the discussions.  There is no book for this course, but I will give you handouts every week.  In addition, I will tell you the names of books and other resources that you may find helpful.  So that you can continue learning independently.  

Some things we learn will be very practical – “you should do this” or “you shouldn’t do that”.  And some things will be more theoretical.  The practical points should be immediately useful; they’ll tell you what to do in a certain situation.  The theoretical points will help you understand the reasons for making certain decisions, or the basis for certain perspectives.  So, even the theoretical concepts should have some practical applications; or at least will help your understanding when you make certain decisions or are trying to understand certain things in the newspaper or news.  

Let’s take a look at a short presentation which gives an overview of financial planning – what the major points are, and what the process is like.  After that, let’s talk a little bit about what you think.  And maybe hear a little bit about what you hope to get out of this course.  Does that sound okay?  

BEGIN POWERPOINT  PRESENTATION

Okay.  We’re going to look at some more information later, but now might be a good time to hear from you.  I’m interested to know who you are and what you hope to get out of this class.  Also, I’m interested to know if you have had any financial planning or finance experience.  

So maybe we could just go around the room and tell a little bit about ourselves.  

ALLOW ABOUT 15 MINUTES FOR THIS

Okay, now that I know a little bit about you.  I will present a class syllabus by email tomorrow.  I will try to address all the things that you mentioned, in terms of what you hope to do in this class.  

Now let’s begin the process.  The first step, as you know, is to understand your current situation.  Different planners do financial planning in different ways, but everyone agrees on the need to establish a clear baseline of qualitative and quantitative information.  And you remember that the quantitative information is the numbers, and the qualitative information involves things like your attitude to risk, your goals and your expectations for the future.  

A common way to get all this on paper is through a data survey form.  Almost all financial planners use them.  From a well-constructed data survey form, we can create your personal financial statements.  You may have heard of financial statements before.  And if so, you probably heard of them in connection with a company or corporation, or maybe you heard of financial statements when you were looking at the stock of a company.  Well here, we are going to look at a different kind of financial statement.  It’s a personal financial statement.  And there are 2 different statements that we are going to look at:  first there’s the Statement of Financial Position.  This catalogues all your assets and liabilities.  Another name for this is Net Worth Statement.  There is a basic accounting equation that you should know it is Assets – Liabilities = Net Worth.  The Statement of Financial Position shows you this amount.  A Statement of Financial Position looks like this:

You can notice a few things right off the bat.  

ELICIT RESPONSES

First you can see that the assets are divided into 3 groups.  Notice that at the top these assets are more liquid.  That means that you can spend them quickly, or use them quickly.  Next are the Invested assets.  These are harder to use because it takes time to sell them, and even then, if the market is down, you don’t want to sell them.  Or if there’s a penalty for taking the money out, you don’t want to sell them.  Finally, there are the use assets.  These are the hardest to sell for two reasons:  first, the market for most personal property isn’t established like the stock market.  You’d have to sell them at auction or to a used car dealer and that takes time.  Second selling them could be a major disruption to your lifestyle.  So you would rather not sell them.  So the assets side shows you how much you have and the order in which you would want to spend or use them.

The second thing that you notice is that Liabilities + Net Worth = Assets.  Again this is the basic accounting equation.  So, that’s the Statement of Financial Position.

The other essential statement at this stage is the Cash Flow Statement.  It looks like this:

And just like the name implies, it shows the money going into the household, and money going out of the household.  And you also noticed that the amount that goes in is the same amount that goes out.  So all the money is accounted for.  

Are you ready to try one for yourselves?  

Great.  Let’s divide up into groups and work on some financial statements to make sure that you can do them.  For homework, I would like you to do a financial statement for yourself.  But since your personal financial information is very private, I won’t ask you to do it here in class.  I’ll give you a template to use at home for your own data.  

Do all of you have email?  I can mail the excel spreadsheet to you, and you can fill it out at home on your computer.  I have the formulas already input.  

But now let’s try an example. 

ALLOW ABOUT 15-20 MINUTES FOR THIS

