


[image: ]






[image: ]




[image: ]




Copyright © 2015 by Jeff Motske


All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of the publisher. Printed in the United States of America. For information, address Da Capo Press, 44 Farnsworth Street, 3rd Floor, Boston, MA 02210.


Designed by Trish Wilkinson


Set in 11.5-point Goudy Old Style STD by the Perseus Books Group


Library of Congress Cataloging-in-Publication Data


Motske, Jeff.


The couple’s guide to financial compatibility : avoid fights about spending and saving—and build a happy and secure future together / Jeff Motske. — First Edition.


pages    cm


Includes bibliographical references and index.


ISBN 978-0-7382-1817-5 (e-book) 1.  Finance, Personal.  2.  Parents—Finance, Personal.  I.  Title.


HG179.M687 2015














	332.024—dc 3


	2014043950    








First Da Capo Press edition 2015


Published by Da Capo Press


A Member of the Perseus Books Group


www.dacapopress.com


Note: The names and identifying details of people associated with events described in this book have been changed. Any similarity to actual persons is coincidental.


Da Capo Press books are available at special discounts for bulk purchases in the U.S. by corporations, institutions, and other organizations. For more information, please contact the Special Markets Department at the Perseus Books Group, 2300 Chestnut Street, Suite 200, Philadelphia, PA 19103, or call (800) 810-4145, ext. 5000, or e-mail special. markets@perseusbooks.com.


10  9  8  7  6  5  4  3  2  1




To my beautiful wife, Kendra—you are amazing.




PREFACE


The Couple’s Guide to Financial Compatibility is about love and money. Or, more specifically, it’s about how to have a healthy relationship with both money and your spouse. It’s about how to avoid the all-too-common fights regarding spending, saving, investing, and the like. It’s about how to build your financial house with the person you love and, perhaps more importantly, how to live happily and harmoniously while doing so.


It’s the book every couple needs to read now in order to avoid shelling out thousands of dollars in therapy later. As you may well know, the number-one thing couples fight about is money—not laundry, not dishes, not housekeeping, not sex (though it’s often used as a bargaining chip) but rather those crisp, green Benjamins. Money matters invariably create conflict, so in order to have a happy marriage, couples must get on the same financial page. Period.


If you’re reading this, there’s a pretty good chance you’re at odds already and that you’re in need of an independent ref, a voice of reason who is unbiased and will give you some sensible solutions. That’s where I come in.


I’ve been a financial advisor—which involves lots of relationship counseling!—for over two decades. My team of 150 advisors has helped more than fifty thousand clients around the nation achieve financial independence. Our clients range from couples worth eight dollars to those worth eight figures. Yet no matter their wealth, I am constantly astounded at how little some couples know about their finances. I’ll ask a simple question—say, “How much does your partner earn?”—and they’ll look at me as if I have five heads.


“We don’t talk about money,” they’ll say, or, “That’s not my department.”


They—you—are not alone. In a Reader’s Digest survey of one thousand married couples, 48 percent of wives and 49 percent of husbands said they kept how much they paid for something from their spouses.1 Interestingly, those with higher incomes lied more about what they spent. The point here is this: many couples don’t communicate openly and honestly when it comes to money, no matter how much of it they make!


To say this does not bode well for the relationship is putting it very, very mildly. A 2013 study authored by Jeffrey Dew, Sonya Britt, and Sandra Huston found that one of the best indicators of marital discord is what they call “financial disagreements.”2 Couples who fight about finances once a week are 37 percent more likely to get divorced than couples who rarely argue about finances. Those who fight daily are 69 percent more likely to get divorced compared to couples who rarely fight about money.


In his study Dew examined the responses of 4,574 couples surveyed by the National Survey of Families and Households in 1987 and again in 1992. Of all the issues that typically caused disputes—housework, in-laws, spending time together, sex, and money—money disputes were the greatest harbinger of marital unhappiness and, ultimately, divorce.


Financial discord exacts a huge toll on a marriage. Although people commonly get caught up in disagreements over current spending habits, it’s the excessive accumulation of debt that becomes an unwelcome stranger in their marital bed. Long before these couples even realize they’ve been living well beyond their means, the burden of overwhelming debt begins wreaking havoc in their lives, more often than not to the detriment of their relationship.


Many times a lack of communication is to blame. Again and again I hear stories from couples who have no idea how the person they married goes about paying the monthly bills. Or that one spouse owes thousands of dollars in credit card debt. Or, on a more basic level, that one has dreams of traveling the world, whereas the other’s goal is to save for retirement. And that’s the problem.


Because though couples may talk about whether they’re spiritually aligned or how many kids they want or if they’d like to live in the country or the city, they almost never consider their financial compatibility. They don’t discuss whether their views align on dual-income households, taxes, savings, or making a down payment on a house. And they should. It’s far better to figure these things out now so they don’t take you by surprise and lead to conflict later in life.


Take my clients Jed and Susie, who fell madly in love when they met five years ago. He’s a litigator, and she works as a lawyer for a nonprofit. They married in 2011 and had a baby a year later. After the baby was born Susie wanted to quit her job to be a full-time mom. In her mind that was always the plan. Sure, she made a nice salary—though not nearly as much as her husband—but they didn’t need the extra income, so staying at home seemed like a wise decision. Not only would she get to be their baby’s primary caregiver rather than turning that role over to a virtual stranger, but Susie reasoned that they would save money in expenses she’d otherwise incur for work, such as child care, clothing, dry cleaning, gas, lunches, and so forth.


Susie conveyed her plan to Jed, who, much to her dismay, was completely caught off guard. Why? Because they never bothered to discuss it ahead of time. Jed just made the assumption that Susie would return to work after she had the baby. In his mind they could afford outside child care, but more notably, he had grown accustomed to the lifestyle their dual incomes provided. Jed and Susie simply had different expectations about what their lives should look like after the baby was born. They did not see eye to eye on how much money was “enough” or on whether they could afford to live off of just one salary.


And then—oh, yes—there was this surprise: Susie had no idea that Jed still owed about $110,000 in law school debt. She had never bothered to ask him, and he had failed to mention it. Oops.


I am proud to say that I’ve helped countless married couples, including Jed and Susie, work through their financial disagreements amicably and successfully. In Jed and Susie’s case I helped them face the realization that their lifestyle was changing with a little one in the house. They talked things over between them, and together decided that having Susie at home was in their family’s best interest, so we adjusted their budget accordingly. The nights out to dinner decreased significantly, as did the customary shopping excursions and weekend getaways. They are making inroads toward paying down the student loan debt yet are still managing to contribute to their overall game plan.


Jed and Susie are a classic example of how I know that these seemingly irreconcilable issues can be resolved. Similarly I have worked with unmarried couples who ultimately discovered that their differing perspectives made them radically incompatible, and they ended up not moving forward with their relationship, saving them both money and future heartbreak.


Although I am a certified financial planner (CFP) by trade, my actual role is much more comprehensive. It’s a friendly mix of coach and therapist. The best advisors are relationship driven. I spend a lot of time with my clients, really getting to know them and learning their individual feelings and perceptions about money. I’ve been called the Richie Cunningham (a “gee whiz” all-American character from a famous sitcom in the seventies, for those of you too young to recall) of the finance world, as a friend jokingly put it. I value honesty and communication; without them a relationship has zero chance of succeeding. Think about the best sports teams: part of what makes them so great is that they know how to work together. They talk about their next play. They communicate.


By the way, I’m not telling anyone to do anything that I don’t do myself. I very much practice what I preach. My wife, Kendra, and I go on weekly dates, but regularly one of them turns into what we call a “Financial Date Night,” where we focus on our finances. We might go over budgets, goals, vacation ideas, our children’s upcoming activities, plans for the future, or what have you. While this may seem unromantic, the fact that we are on the same “team” when it comes to how we earn, spend, and save our money has been instrumental in keeping our relationship on track and our marriage thriving. We make every effort to keep the lines of communication open. So should you!


That’s why I created a financial compatibility quiz, called “War of the Wallets.” The way a couple answers these questions will help them identify where they may encounter problems today or down the line. The questions are divided into four areas: lifestyle/values, risk, trust, and planning. It’s the launching pad for couples to start serious discussions about money. I insist both parties take the quiz before I work with them; they need to identify where they agree and where they don’t. Furthermore, I insist they both attend meetings with me together, as a couple. You’d be surprised how many men try to keep their wives out of financial conversations.


It’s amazing the epiphanies that come to my clients after taking this quiz. It is chock-full of important questions couples should address early on in order to achieve a healthy financial relationship in the future. For instance:


       •  What kind of financial future do we want together?


       •  How do we align our expectations?


       •  How do we feel about debt?


       •  Do you consider yourself a saver or a spender?


       •  What’s your definition of luxury?


       •  Do we want kids? If so, are we financially ready to have them?


And though retirement may be a long way off for some of you, time does have a way of flying by whether you’re having fun or not! So it’s important to consider: What does retirement look like to you as an individual and to us as a couple? And even further down the road: How do you want to be remembered?


Couples usually avoid discussing these types of issues with one another for a variety of reasons: bills are boring, credit scores are a snooze, and nothing can be more soul deadening than planning a budget or hammering out how much you need to put into an IRA or a 401(k). Since many couples lack clarity regarding their financial compatibility, they tend to shy away from money talks for fear of initiating an unpleasant conversation. But the truth is that every couple needs to discuss these issues—seriously and honestly. They must regularly address whether they’re saving adequately, investing wisely, spending responsibly. Financial interests can change throughout our lives, so we need to make this conversation an ongoing one.


This book is a What to Expect When You’re Expecting for financial planning, a bible for your fiscal future. If you’ve ever walked down the aisle—or are preparing to walk down the aisle—no matter how old you are, this book is for you.


Ready? Let’s get started.




INTRODUCTION


The War of the Wallets Quiz


A few years ago, after meeting with yet another couple who was somewhat careless and cavalier about money, I decided it was time to take action. I devised a simple quiz called “War of the Wallets.”3 The goal of the quiz is to help couples determine their financial compatibility and identify areas where they might have differing approaches to money management.


And by the way, it doesn’t matter whether you’re currently married; this works for couples who are dating as well. Simply put, it’s a good idea to familiarize yourselves with your attitudes toward money. Ladies, are you dating a guy who’s constantly asking you to split the dinner bill? Guys, are you dating a woman who is always dressed to the nines, while you only dress to the fives? Then you need to take this quiz! The reality is that, sure, love counts a lot, but it doesn’t pay the bills or put food on the table. Ideally you want to find someone you love who is also compatible with you when it comes to money. You might think you can change a person—or “fix” them—but people rarely change: they are who they are. So if your approach to dealing with finances radically differs from one another, you’ll have to figure out how to sort through and resolve those differences to make the relationship work. This quiz helps jumpstart the conversations that get you headed in the right direction.


Even if you’re the most communicative couple who logs every purchase in a tiny green ledger, I bet there are topics on the quiz you’ve never addressed because they haven’t yet come up. But one day they most certainly will—and you won’t be prepared. You’ll have different opinions on how to handle them, and let me just say that dealing with problems in the heat of battle is tough. Very tough. My job is to help you avoid that trap.


Lots of couples who have taken the quiz worry about what it means for them in the long run. They fret that if they end up with radically different scores—which is to say, they discover that different things are important to each of them—then it means they’re doomed for Splittsville.


Au contraire!


It’s entirely possible for couples to be incompatible in certain fiscal areas and succeed in the long run. Opposites attract in relationships, and that applies to finances as well (e.g., you like to keep a budget, but he doesn’t; he covets the latest gadgets, but you’re content to go without). Those kinds of things can be easily worked out. But it gets a little tougher if he’s the sort of person who wants to donate to charitable causes, whereas you’re more concerned about saving for retirement. Though you’re never going to agree on everything—and that’s all right—you must agree to communicate.


It’s also possible for couples to be wildly compatible in a financial area and still “fail” the quiz. Perhaps you’re both crazy spenders who aren’t interested in saving anything—you just want to live for today. I see a lot of people who pile up debt on their credit cards and don’t save a dime because, after all, YOLO—you only live once! They have a grand old time until the credit cards are maxed out and the bill collectors come a calling. Then the fun really begins!


The quiz helps to identify couples such as these and their potential for financial success. It does so through a series of questions that are divided into different sections relating to different aspects of your life. Each question has a compatibly/conflict component. For example, if you both want to dedicate 10 to 15 percent of your income to savings, it means you’re completely compatible. If one picks 0 to 5 percent (spender) and the other picks 20 percent or more (saver), well, then, it means you’re completely incompatible.


Each question also has a financial success component to it. For instance, couples who commit to saving 15 percent or more of their income will have a happier and healthier financial relationship than those who don’t save. The earlier you commit to this basic principle, the sooner financial independence becomes a reality for you as a couple. My definition of financial independence is the day work becomes an option—you don’t have to go to work; rather, you choose to go to work.


For those of you who already have a financial plan, one that is written and well thought out—good! You’re way ahead of the average American couple, but you should still take the quiz. Why? Because the quiz brings up topics beyond core financial planning, such as: How are you going to deal with an elderly parent who can’t take care of themselves anymore? Who is going to raise your kids if something were to happen to you? Not fun subject matter, but tackling these tough questions head on and planning accordingly brings couples peace of mind.


Open communications early on will lead to less stress and better results later. Trust me! The consequences of ignoring emotionally charged issues until they are upon you can be dire—I’ve seen it firsthand. Yet with a little discussion and planning, they can be aptly addressed prior to any unforeseen events. The quiz brings these issues to light, but it’s up to you to act on them!


As I mentioned, the financial compatibility quiz is broken down into several key categories. Each category contains questions for you to consider as an individual and as part of a couple. They include:


Lifestyle/Values


These questions relate to the way you each want to live your lives: where you want to live, what kind of a home you want to live in, whether you like to travel, how much you like to spend on the latest trends, gadgets, clothes, and so forth. This section explores the following topics:


       1.  Housing


       2.  Child care


       3.  Shopping


       4.  Travel


       5.  Entertainment


Risk


Do you think Las Vegas is the greatest place on Earth? Is 85 mph on the freeway too slow for you? Do you wear a belt and suspenders at the same time? If you got a huge windfall, would you spend it on a new sports car or sock it away? These questions address your overall tolerance for risk and cover the following areas:


       1.  Investing


       2.  Unexpected money


       3.  Risk taking


       4.  Debt


Trust


This should be a no-brainer, but you’d be amazed at how many couples don’t talk openly and honestly with one another. We will discuss the following:


       1.  Financial honesty


       2.  Frank talk


       3.  Openness


Planning (the nitty-gritty details)


I’ll admit, for many of you this can be as fascinating as, oh, watching paint dry. But like it or not, the following factors are critical to your overall financial well-being.


       1.  Savings and checking


       2.  Ratio of savings to spending


       3.  Budgeting


       4.  Who’s in charge?


       5.  College funds


       6.  Retirement


Now that you know what the quiz is all about, it’s time to actually roll up your sleeves and take it! Remember: honesty is the best policy here. There are no grades and no “right” or “wrong” answers. There are, however, some requirements. To start, I want you and your partner to sit down in separate rooms. Go somewhere quiet and comfortable, where you won’t be disturbed and can answer truthfully. Grab a glass of wine or a cup of tea. Relax! And yes, I want you in different rooms deliberately so there’s no temptation to cheat!


I’ve included a copy of the quiz below, but in order to get a compatibility score each of you will need to plug in your answers online. You can do so by going to www.jeffmotske.com. You can even take the quiz on your smartphone!


The purpose of this quiz is to gain information to better advise you and your significant other on your finances and investments.


The two of you should take this quiz separately.


The results will be most useful if you answer the questions honestly.


LIFESTYLE/VALUES


1. Housing: My goal is to:


















	____


	A.


	Continue renting an affordable apartment so I can have money for other things.







	____


	B.


	Continue renting so I can stay mobile for my career.







	____


	C.


	Continue renting but move up into a nicer apartment.







	____


	D.


	Continue renting but save for buying a home.







	____


	E.


	Buy a home as soon as possible.







	____


	F.


	Continue owning my current home.







	____


	G.


	Continue owning but move up to a nicer home.










2. Child care: Whether you currently have or intend to have children, what is your plan for child care?


















	____


	A.


	Our kids are grown up or we don’t have any plans for children.







	____


	B.


	One person has or will quit work to stay home with the children.







	____


	C.


	One person will work part time in order to care for the children.







	____


	D.


	We will use full-time day care.







	____


	E.


	We will hire a nanny/babysitter.







	____


	F.


	We will use relatives to save costs.







	____


	G.


	It will depend on the costs of child care.







	____


	H.


	We have not decided yet.










3. Elder care: Suppose an older family member (mom, dad, in-laws, etc.) becomes ill and cannot do daily activities without substantial help. What would you do? (Check your primary plan.)


















	____


	A.


	Adjust my hours or quit my job to take care of them, even if it lowers my household income.







	____


	B.


	Pay for professional help to come to the house or have an assisted living facility take care of them.







	____


	C.


	Sell their house or liquidate their assets to pay for professional help or an assisted living facility.







	____


	D.


	Share costs for professional help or assisted living facility with other family members.










4. Shopping: Shopping is an activity I view as:


















	____


	A.


	An extremely important part of my life that I don’t plan to give up







	____


	B.


	An occasional indulgence that must be constrained by budget







	____


	C.


	Something to do on an as-needed basis but not an important part of my life










5. Travel expense: My philosophy on vacations is:


















	____


	A.


	Take big, expensive (or frequent) vacations—you only live once.







	____


	B.


	Take modest vacations—I have other needs for my money too.







	____


	C.


	Take inexpensive vacations—they are a big waste of money.










6. Travel financing: I pay for my vacations mainly by:


















	____


	A.


	Credit—pay later







	____


	B.


	Credit—but pay off in full







	____


	C.


	Cash—pay in advance







	____


	D.


	Some of each










7. Entertainment: My view on dining out, going to the movies or sporting events, enjoying a night of cocktails and dancing, or other entertainment is:


















	____


	A.


	It’s a very important part of enjoying life and a necessity for me.







	____


	B.


	I like going out, but I try to watch the cost.







	____


	C.


	An occasional night on the town can be fun, but I am content to stay home most weekends.







	____


	D.


	I’d rather stay home and save the money.










RISK


8. Investing: The stock market is:


















	____


	A.


	An excellent place to put our long-term money.







	____


	B.


	An excellent place to put short-term investments to try to make some quick money.







	____


	C.


	Too volatile and we should stay away from it.







	____


	D.


	I do not know enough about the stock market to have an opinion.










9. Unexpected money: If I received a large amount of money out of the blue (e.g., an inheritance), I should (check your primary plan):


















	____


	A.


	Put it into a bank savings account.







	____


	B.


	Invest in the stock market for my financial future.







	____


	C.


	Save half and spend the rest.







	____


	D.


	Spend it for something I’ve always wanted.







	____


	E.


	Purchase real estate/income property.







	____


	F.


	Pay down high interest “bad” debt (e.g., credit cards).










10. Risk taking: When it comes to investing:


















	____


	A.


	I’m willing to take great risks for potentially great rewards.







	____


	B.


	Some risk is necessary.







	____


	C.


	It’s best to minimize risk and play it safe with investments.







	____


	D.


	I don’t invest because I’m not willing to risk any money I’ve worked hard for.







	____


	E.


	I do not understand the risk/reward benefits well enough to know what to do.










11. Credit cards: My philosophy is to:


















	____


	A.


	Use them but always pay off the full balance each month.







	____


	B.


	Use them to buy things I want and then pay the minimum balance or whatever I can each month.







	____


	C.


	Use them in emergencies when I do not have enough cash.







	____


	D.


	Avoid them. I only use cash or debit cards, which comes out of my checking, but not credit cards.
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