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(0:00	-	0:20)

Okay,	let's	unpack	this.	Today	we're	diving	into	something	truly	foundational	for	your	financial
future,	 something	 that	 impacts	 literally	 hundreds	 of	 thousands	 of	 dollars,	 years	 of	 your	 life.
We're	talking	about	how	to	reduce	risk	when	making	some	of	the	biggest	decisions	you'll	ever
face,	namely	those	around	housing,	education,	and,	well,	your	other	investments.

(0:21	-	1:22)

And	 our	 compass	 for	 this	 deep	 dive,	 it	 comes	 from	 the	 insights	 laid	 out	 in	 Common	 Sense
Economics,	 specifically	 Element	 CSE	 4.11,	 which	 is	 all	 about	 navigating	 these	 incredibly	 high
stakes	choices.	Yeah,	and	what's	truly	at	stake	here	for	you	is	just	immense.	We're	talking	about
decisions	that	can,	you	know,	set	your	financial	trajectory	for	decades.

They	 influence	not	 just	 your	bank	account,	but	 your	overall	peace	of	mind,	 your	 satisfaction.
This	 isn't	 just	 about	 crunching	 numbers,	 it's	 really	 about	making	 well-informed	 choices	 that
shape	 your	 entire	 life's	 journey,	 helping	 you	 build	 a	 future	 on,	 let's	 say,	 solid	 ground	 rather
than	shifting	sands.	That's	such	an	important	point.

It's	 easy	 to	 get	 caught	 up	 in	 the	 immediate	 decision,	 but	 the	 ripple	 effects	 are	 just	massive,
aren't	 they?	 So	 let's	 begin	 where	 many	 of	 us	 start	 our	 adult	 financial	 journey,	 education.
Whether	it's	pursuing	a	four-year	college	degree	or	maybe	vocational	training	or	even	choosing
to	enter	 the	workforce	directly,	 these	are	monumental	 investment	 choices.	You're	pouring	 in
time,	money,	effort,	all	hoping	for	a	significant	return.

(1:23	-	2:26)

But	from	the	perspective	of	our	sources,	what's	the	single	biggest	financial	risk	you	face	there?
Right.	That	brings	up	a	critical	point.	The	biggest	risk,	hands	down,	 is	what	we	call	a	negative
return.

This	is	where	the	total	cost	of	your	education,	tuition,	fees,	books,	living	expenses,	and	crucially,
lost	 income,	ends	up	outweighing	 the	 increase	 in	 your	 future	earnings.	 It	 costs	more	 than	 it
makes	you.	Now,	the	Bureau	of	Labor	Statistics	does	show	that	on	average,	bachelor's	degree
holders	earned,	I	think	it's	over	$30,100	more	annually	in	2022	than	high	school	graduates.

That	sounds	great.	Yeah,	that's	a	big	number.	It	is.

But	 the	 word	 average	 hides	 huge	 variation.	 PayScale.com,	 for	 instance,	 it	 dramatically
illustrates	this.	You	see	majors	 like	engineering,	computer	science,	maybe	applied	economics,
they	consistently	boast	very	high	earning	potential,	often	six	figures	right	out	of	school.

Contrast	that	with	fields	like,	say,	child	and	family	studies	or	music,	where	typical	earnings	can



be	 significantly	 lower.	 You	 really	 need	 to	 think	 strategically,	 almost	 like	 a	 business	 investor
about	 your	major.	Okay,	here's	where	 it	 gets	 really	 compelling	 for	me,	 and	probably	 for	 you
listening	too.

(2:27	-	3:36)

Why	do	so	many	people,	despite	that	data,	still	make	choices	that	seem	to	lead	towards	these
negative	 returns?	 That's	 the	million-dollar	 question,	 isn't	 it?	 Two	major	 reasons	 immediately
jump	 out	 from	 the	 material.	 CSE	 4.11.	 First,	 it's	 often	 unrealistic	 expectations	 about	 future
earnings.	There's	 this	 common	assumption,	maybe,	 that	any	degree	equals	high	pay	without
people	truly	digging	into	the	specifics	of	a	field.

You	have	to	investigate	resources	like	the	BLS	Occupational	Outlook	Handbook,	seriously.	It's	a
treasure	trove	of	realistic	salary	expectations	for	thousands	of	jobs.	If	you're	passionate	about	a
field,	 but	 the	 numbers	 aren't	 quite	 there,	 you	 just	 need	 to	 understand	 that	 going	 in,	 right?
Absolutely.

And	the	second	reason,	which	often	gets	completely	overlooked,	 is	underestimating	the	total
cost.	This	isn't	just	tuition	and	books.	It's	especially	about	the	opportunity	cost,	the	lost	income
while	you're	studying.

Imagine	you	could	be	earning,	maybe,	$40,000	a	year	working	full-time.	You	spend	four	years
in	 college,	 that's	 $160,000	 you	 didn't	 earn.	 And	 that's	 on	 top	 of	 all	 your	 tuition	 and	 living
expenses.

That's	 real	money,	a	massive	part	of	 the	 investment	 that	 too	often	 isn't	accounted	 for.	Wow.
$160,000	of	lost	income	alone.

(3:37	-	3:46)

That	really	reframes	the	whole	picture.	And	then	there's	the	big	one,	student	debt.	It's	almost
become,	well,	an	expected	part	of	the	college	experience	for	so	many.

(3:46	-	4:27)

Oh,	absolutely.	The	overuse	of	debt	is	a	huge	concern	mentioned	in	the	source.	It's	so	easy	for
younger	students,	especially,	to	view	student	loans	as	kind	of	free	money,	you	know,	something
that's	just	there	to	make	college	happen.

But	the	repayment	reality,	as	many	discover	later,	can	be	incredibly	harsh.	Let's	maybe	crunch
some	numbers	real	quick.	A	$50,000	student	loan,	which	is	quite	common,	at	a	relatively	low	3%
interest	rate.

That	means	you'll	be	paying	around	$345	per	month	for	15	years.	Think	about	that.	Can	your
future	earnings	realistically	support	that	kind	of	payment	within	your	overall	budget,	you	know,
alongside	rent,	groceries,	everything	else?	$345	a	month	for	15	years.



(4:27	-	5:35)

Exactly.	It's	a	critical	question	to	answer	before	you	even	consider	signing	on	the	dotted	line.	So
if	the	sources	are	telling	us	to	be	so	cautious	about	debt,	what	are	the	actionable	steps?	What
can	you	do	to	mitigate	this	risk	when	you're	planning	your	education?	Well,	the	guidance	from
CSE	4.11	is	very	clear	here.

Debt	should	truly	be	the	absolute	last	option,	not	the	first.	Your	first	step	should	always	be	to
develop	 a	 solid	 financial	 plan	 that	 prioritizes	 saving.	 Explore	 college	 savings	 plans,	 like	 529
plans.

Those	 are	 tax-advantaged	 investment	 accounts	 specifically	 designed	 for	 education	 expenses.
Or	look	into	prepaid	tuition	programs,	which	let	you	lock	in	future	tuition	rates	at	today's	prices.
Okay,	so	saving	first.

What	 else?	 And	 crucially,	 you	must	 dedicate	 serious	 time	 to	 searching	 for	 scholarships	 and
grants.	This	is	literally	free	money.	You	never	have	to	repay	it.

High	 school	 guidance	 counselors,	 university	 financial	 aid	 offices,	 tons	 of	 online	 resources.
They're	full	of	these	opportunities.	Don't	leave	free	money	on	the	table.

It	 takes	 effort,	 but	 it	 pays	 off.	 That	 makes	 perfect	 sense.	 Okay,	 so	 once	 we've	 hopefully
navigated	 those	 enormous	 decisions	 shaping	 our	 minds	 and	 careers,	 we	 often	 encounter
another	massive	financial	milestone.

(5:36	-	6:42)

Home	ownership.	 Exactly.	 If	we	 kind	 of	 zoom	out	 a	 bit	 beyond	 education,	 buying	 a	 home	 is
arguably	the	most	significant	investment	for	most	people	during	their	lifetime.

It	can	be	a	cornerstone	of	your	long-term	wealth	and	security.	But,	and	this	is	a	big,	but	it's	only
a	great	 investment	 if	 you	approach	 it	 strategically	and	avoid	 some	very	 common,	 very	 costly
pitfalls.	Yeah,	I	think	many	people	immediately	jump	to	the	conclusion	that	owning	a	home	is
always	better	than	renting.

There's	this	belief	that	rent	is	wasted	money,	right?	Just	pouring	it	into	a	landlord's	pocket.	It's	a
powerful	 narrative.	 But	 the	 reality,	 especially	 in	 the	 early	 years	 of	 home	ownership,	 it's	 a	 lot
more	nuanced,	isn't	it?	It	absolutely	is.

And	this	 is	a	crucial	misconception	the	source	highlights.	 In	the	 initial	years	of	a	mortgage,	a
huge	percentage	of	 your	monthly	payment	 is	 just	going	 straight	 to	 interest.	 It's	not	building
your	equity	much	at	all.

The	material	points	out	you	might	actually	accumulate	little	to	no	equity	in	the	first	three	years,
sometimes	even	longer.	So	you're	just	paying	the	bank	instead	of	the	landlord?	Pretty	much	in
those	 early	 years.	 The	 wasted	 money	 argument	 really	 has	 to	 be	 looked	 at	 very	 carefully



because	of	how	amortization	works.

(6:42	-	7:09)

Okay.	And	beyond	the	 interest,	what	about	all	 those	other	costs?	The	ones	that	often	kind	of
sneak	up	on	first-time	home	buyers?	Ah,	yes.	What's	fascinating	here,	and	often	overlooked,	are
the	significant	transaction	costs	involved	in	real	estate.

Buying	and	selling	a	home	is	incredibly	expensive.	Realtor	commissions	alone	can	be,	what,	6%
or	more	of	the	sale	price?	On	a	$400,000	home,	that's	$24,000	just	for	commissions.	Wow.

(7:09	-	7:59)

Yeah.	Then	you	have	thousands	more	in	closing	costs.	Title	insurance,	legal	fees,	appraisal	fees,
loan	origination	fees.

The	 list	 just	 goes	 on	 and	 on.	 This	 really	 means	 you	 shouldn't	 consider	 buying	 unless	 you
honestly	expect	to	live	in	that	home	for	at	least	three	years,	maybe	even	five,	according	to	some
advice.	 If	 you	move	 sooner,	 those	 initial	 costs	 could	 easily	 wipe	 out	 any	 small	 equity	 gains
you've	made	or	even	push	you	in	the	red.

You	could	 lose	money.	So	patience	 is	definitely	key,	then.	And	I've	heard	a	 lot	about	avoiding
something	called	mortgage	insurance.

What	exactly	is	that	and	why	is	it	so	important	to	avoid,	if	possible?	That's	a	fantastic	question.
Mortgage	 insurance,	 or	 PMI,	 private	mortgage	 insurance,	 it's	 an	 extra	monthly	 fee	 that	 you
pay.	But	here's	the	kicker.

It	doesn't	protect	you.	 It	protects	 the	 lender	 if	you	default.	You're	essentially	paying	 for	 their
security	because	you	put	down	less	than	20%	of	the	home's	purchase	price.

(7:59	-	8:10)

So	you	pay,	but	they	get	the	protection.	Exactly.	So	the	advice	is	always,	always	aim	for	that	20%
down	payment	if	you	can,	specifically	to	avoid	this	costly,	non-beneficial	expense.

(8:11	-	9:12)

And	 another	 thing	 to	watch	 out	 for	 while	 we're	 talking	mortgages	 are	 those	 teaser	 interest
rates.	 They	 look	 incredibly	 attractive,	 these	 low	 introductory	 rates.	 But	 they	 typically	 jump
significantly	after	a	short	period,	often	just	one	or	two	years.

That	 can	 sharply	 escalate	 your	monthly	 payments	 and	 potentially	 push	 your	 budget	 past	 its
breaking	point.	You	have	to	read	the	fine	print	meticulously.	Good	warning.

Okay,	beyond	 the	mortgage	payment	 itself,	 a	house	 is	 kind	of	 like	a	hungry	beast,	 isn't	 it?	 It
constantly	demands	feeding	with	other	payments	and	obligations.	It's	not	just	the	sticker	price.



Oh,	it's	absolutely	not.

This	 is	 another	 area	 where	 budgeting	 often	 falls	 short	 for	 new	 homeowners.	 Beyond	 the
principle	 and	 interest	 of	 your	 mortgage,	 you	 have	 this	 long	 list	 of	 other	 regular	 financial
commitments.	Property	taxes,	which	can	be	thousands	of	dollars	annually	depending	on	where
you	live.

Homeowners	 insurance,	 which	 is	 essential	 for	 protection	 against	 disasters.	 And	 then	 the
inevitable,	often	unpredictable	maintenance	costs.	We're	talking	about	everything	from	a	leaky
roof,	maybe	a	broken	dishwasher,	a	furnace	repair.

(9:12	-	10:05)

Even	just	mowing	the	lawn.	Yeah,	buying	a	lawnmower,	maintaining	the	yard.	These	aren't	one-
off	expenses.

They	 are	 regular,	 ongoing	 financial	 commitments	 that	 can	 quickly	 add	 up.	 They	 can	 truly
stretch	your	budget	 thin	 if	 you	haven't	 accounted	 for	 them	properly.	And	 finally	on	housing,
there's	a	cautionary	tale	from	recent	history,	right?	The	2008	housing	crisis.

What	crucial	lesson	did	that	period	teach	us	about	home	equity?	Right.	The	2008-2009	housing
crisis	 offered	 a	 really	 harsh	 but	 vital	 lesson.	 Do	 not	 borrow	 against	 your	 home	 equity	 for
current	consumption.

Things	like	vacations	or	new	cars.	Why?	Because	housing	prices	go	down	as	well	as	up.	It	seems
obvious,	but	people	forget.

Many	 people	 during	 that	 crisis	 found	 themselves	 upside	 down	 or	 underwater,	meaning	 the
appraised	 value	 of	 their	 home	 was	 actually	 less	 than	 their	 outstanding	 mortgage.	 Imagine
owing	$300,000	on	a	house	that's	now	only	worth	$250,000.	That	sounds	terrifying.

(10:05	-	10:39)

It	 was.	 This	 led	 to	 huge	 losses	 for	 some	 who	 had	 to	 sell,	 or	 it	 forced	 others	 into	 painful
foreclosures.	Maintaining	sizable	equity	in	your	home	is	absolutely	essential	for	your	financial
safety	and	security.

It's	your	emergency	buffer	against	market	downturns.	Okay,	so	we've	covered	education	and
housing,	these	two	immense	tangible	assets.	Now	let's	broaden	the	scope.

We	 inevitably	encounter	the,	well,	sometimes	thrilling,	sometimes	treacherous	world	of	other
investment	 opportunities.	 How	 do	 we	 protect	 ourselves	 there?	 That	 brings	 up	 a	 genuinely
critical	point	for	any	investor.	And	CSE	4.11	hits	this	hard.

(10:39	-	12:10)



Whose	 interests	 are	 truly	 aligned	 with	 yours?	 Far	 too	 often,	 those	 selling	 investments	 are
primarily	 interested	 in	 their	 commissions	 or	 fees,	 rather	 than	 your	 actual	 long-term	 returns.
The	sources	make	a	very	blunt	point	here.	If	professional	investors,	the	banks,	the	hedge	funds,
the	 really	 seasoned	 market	 players,	 if	 they	 aren't	 interested	 in	 a	 particular	 high	 return
proposition	 themselves,	 you	 should	 absolutely	 pause	 and	 ask	 yourself,	 why	 should	 I	 be?
Because	fundamentally,	high	potential	returns	inevitably	come	with	high	risk.

There's	always	a	higher	probability	of	failure	or	significant	loss.	That	old	saying.	If	it	sounds	too
good	to	be	true,	it	almost	certainly	is.

That's	 rule	number	one,	basically.	 Such	a	vital	 filter	 to	apply.	And	speaking	of	high	 risk,	high
reward,	let's	briefly	touch	on	something	that	captures	a	lot	of	attention	today.

Cryptocurrencies	 like	 Bitcoin.	 What	 does	 our	 material	 say	 about	 those?	 Oh,	 crypto,	 yes.
Cryptocurrencies,	 with	 their	 fascinating	 blockchain	 technology,	 they	 present	 an	 interesting
case.

However,	the	sources	clearly	categorize	them	as	highly	speculative	assets.	They're	generally	not
recognized	 by	 governments	 as	 legal	 tender,	 which	 is	 a	 major	 distinction	 from	 traditional
currency.	And	they're	risks.

They're	 simply	 too	 new,	 too	 complex,	 and	 too	 volatile	 for	 a	 reliable	 pricing	 or	 traditional
insurance.	So	proceed	with	caution.	Extreme	caution.

The	advice	is	unequivocal.	If	you	choose	to	introduce	them	into	your	investment	portfolio	at	all,
you	must	only	do	it	with	funds	you	can	truly	afford	to	lose	entirely.	They	are	not	a	foundation
for	a	stable	financial	future,	according	to	this	source.

(12:10	-	13:10)

That's	a	stark	warning,	but	an	important	one.	Now,	to	help	our	listeners	avoid	these	common
investment	disasters,	CSE	4.11	lays	out	six	crucial	guidelines.	Let's	maybe	talk	through	why	each
one	is	so	powerful,	not	just	list	them.

First,	 if	 it	 looks	 too	 good	 to	 be	 true,	 it	 probably	 is.	We	 touched	 on	 it.	 But	what	 are	 the	 real
telltale	signs?	Right.

Beyond	just	unrealistic	returns,	you	should	watch	for	pitches	that	demand	immediate	action	or
ones	 that	promise	guaranteed	huge	profits	with	 zero	 risk.	 That's	 a	huge	 red	 flag.	 Legitimate
high	return	investments	always	carry	risk	and	they	don't	disappear	overnight.

Scams	 often	 prey	 on	 that	 desire	 for	 an	 easy	 solution,	 a	 quick	 win,	 bypassing	 the	 diligent
research	real	investing	requires.	OK,	patience	and	skepticism	are	key.	The	second	guideline.

Deal	only	with	parties	that	have	established	reputations	to	protect.	Why	is	that	so	crucial?	Well,
it	 combats	 the	 inherent	 trust	 deficit	 in	 finance,	 reputable	 firms,	 banks,	 licensed	 brokers,



established	investment	advisors.	They're	accountable	to	regulatory	bodies.

(13:10	-	13:39)

They	have	years,	often	decades	of	public	trust	to	uphold.	If	they	engage	in	shady	dealings,	their
entire	business	model	is	at	risk.	Scammers,	on	the	other	hand,	they	often	operate	with	no	track
record,	little	oversight	and	frankly,	nothing	to	lose.

They	can	just	disappear.	Always	check	credentials.	Makes	perfect	sense.

And	the	third	guideline	tackles	how	these	offers	often	reach	us.	Never	purchase	an	investment
solicited	by	 telephone,	email	or	social	media	and	guard	your	personal	 information.	This	 feels
more	relevant	than	ever	in	our	connected	world.

(13:39	-	14:11)

Oh,	absolutely.	Think	of	these	as	unsolicited	approaches.	Legitimate	investment	opportunities
rarely,	if	ever,	come	knocking	on	your	door	via	a	cold	call	or	a	random	message.

These	 channels	 are	 really	 the	 playground	 for	 fraudsters.	 They're	 designed	 to	 catch	 you	 off
guard,	maybe	overwhelm	you	with	information	and	prevent	you	from	doing	your	due	diligence.
And	 safeguarding	 your	 personal	 info,	 like	 your	 social	 security	 number	 or	 bank	 details,
paramount.

Once	 it's	 out	 there,	 it's	 incredibly	 hard	 to	 get	 back.	 Yeah,	 I	 can	 definitely	 see	 how	 someone
could	get	caught	up	in	the	moment.	Yeah.

(14:11	-	14:44)

Which	leads	perfectly	to	the	fourth	rule.	Do	not	allow	yourself	to	be	forced	into	a	quick	decision.
What's	 the	psychological	 game	here?	How	do	we	 counter	 it?	High	pressure	 tactics	 are	 just	 a
massive	red	flag.

Investment	pitches	that	demand	you	commit	now	or	never	or	claim	some	exclusive	limited	time
opportunity,	 they're	designed	to	 trigger	your	 fear	of	missing	out	your	FOMO,	right?	And	that
overrides	 your	 rational	 judgment.	 They	 don't	 want	 you	 to	 consult	 an	 attorney	 or	 talk	 to	 a
trusted	financial	advisor	or	even	 just	sleep	on	 it.	Real	opportunities,	especially	solid	ones,	will
always	allow	you	time	for	careful	consideration.

(14:44	-	14:54)

That's	 a	 powerful	 point	 about	 FOMO.	 Okay,	 fifth,	 do	 not	 allow	 friendship	 to	 influence	 an
investment	decision.	This	must	be	incredibly	difficult	for	many	people.

(14:54	-	15:23)

It	is	because	it	strikes	at	our	natural	desire	to	trust	people	we	know	and	care	about.	But	a	good



friend	offering	a	bad	investment	idea	or	maybe	someone	trying	to	leverage	a	friendship	for	a
scheme,	it	can	be	catastrophic,	financially	and	for	the	friendship.	Friendship	and	finance	often
don't	mix	well.

You	have	 to	be	able	 to	separate	 the	personal	 relationship	 from	the	cold,	hard	 financial	 facts.
The	due	diligence	must	be	based	on	the	merits	of	the	investment	itself,	not	the	strength	of	the
bond.	A	tough	but	crucial	boundary	to	maintain.

(15:24	-	15:39)

And	 finally,	 the	 sixth	 guideline,	 which	 seems	 to	 pull	 a	 lot	 of	 this	 together.	 If	 high	 pressure
marketing	 is	 involved,	 keep	your	money	and	 run.	 Is	 that	 just	a	 stronger	 version	of	 the	quick
decision	rule?	It	is,	but	it	really	emphasizes	the	emotional	intensity	of	the	pitch.

(15:39	-	15:58)

If	you	feel	 like	you're	being	bullied	or	maybe	overly	 flattered	or	manipulated,	 if	 the	promises
are	 just	excessive	or	 if	you	simply	 feel	uneasy	 in	your	gut,	your	 instincts	are	 likely	 telling	you
something	 important.	 Attractive,	 sound	 investments	 don't	 need	 to	 scream	or	 use	 aggressive
tactics	to	convince	you.	They	stand	on	their	own	merits.

(15:58	-	16:38)

They	welcome	scrutiny.	Your	peace	of	mind	is	worth	far	more	than	any	speculative	gain.	Those
six	guidelines	are	such	a	clear,	actionable	roadmap.

So	ultimately,	for	building	wealth	in	a	sound,	sustainable	way,	what's	the	overarching	message
from	 the	 source?	 For	 building	 lasting	 wealth,	 the	 guidance	 from	 CSE	 4.11	 is	 pretty
unambiguous.	Most	of	your	funds	should	be	allocated	to	more	routine,	lower	risk	investments.
We're	talking	about	establishing	a	well-diversified	portfolio	that	grows	steadily	over	time.

Higher	risk,	speculative	investments,	if	you	choose	to	engage	them	at	all.	They	should	only	be
funded	with	money	you	can	genuinely	afford	to	lose.	They	should	never,	ever	jeopardize	your
core	financial	stability.

(16:38	-	16:59)

Wow.	This	deep	dive	into	Common	Sense	Economics	4.11	has	really	underscored	the	power	of
making	 informed	 choices	 across	 these	 life-defining	 financial	 arenas,	 whether	 it's	 navigating
college,	 buying	 that	 first	 home,	 or	 building	 your	 investment	 portfolio.	 Understanding	 the
inherent	risks	and	taking	deliberate	research	steps	to	mitigate	them	seems	absolutely	key.

(16:59	-	17:06)

Key	to	your	long-term	success	and	critically	to	your	financial	peace	of	mind.	Indeed.	It's	really
about	empowering	yourself	with	knowledge,	isn't	it?	Taking	control.



(17:06	-	17:37)

So	what	 does	 this	 all	mean	 for	 you	 listening?	 As	 you	 reflect	 on	 your	 own	 future	 and	maybe
contemplate	 these	 big	 financial	 decisions	 looming	 or	 underway,	 consider	 this.	 What's	 one
immediate	 step,	 even	 a	 small	 one,	 you	 can	 take	 today	 to	 make	 your	 next	 major	 financial
decision	 less	 risky	 and	 more	 informed?	 Maybe	 it's	 finally	 opening	 that	 BLS	 handbook	 we
mentioned.	Maybe	it's	researching	529	plans	for	your	kids.

Or	 just	 taking	 a	 critical	 second	 look	 at	 an	 investment	 offer	 someone	 sent	 you.	 Start	 that
research,	check	those	numbers,	and	truly	empower	yourself	to	build	the	future	you	deserve.


