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Introduction


What if I told you that your worth has nothing to do with your bank account, your home value, and the cash you have in your pocket? You would tell me that’s obvious, along the same lines as saying, “Money doesn’t buy you happiness.” But if it were really obvious, then 40 percent of women wouldn’t feel overwhelmed when thinking about their finances. Meanwhile, only 9 percent of women report feeling empowered, while 31 percent feel discouraged.1


During my more than two decades as a financial strategist, a business leader, an industry recognized speaker, an image consultant, a communications specialist, and a financial life coach, I’ve worked with hundreds of women across a wide range of situations: Women who were new to the labor force, whether because they were young or returning. Women who were unexpectedly thrust into positions of financial responsibility, through divorce, death, or even windfalls. Women who changed careers, sold their companies, or quit their jobs on a whim to explore their passions.


Though all these women came to me to discuss financial planning in one sense or another, it was very rare that I ever jumped straight into the mechanics of traditional planning with them. Instead, my approach always began with an understanding of their values and how their personal histories influenced their relationships with money (as a corollary, how those histories influenced their current career or financial situation).


What did these women want out of life? How were their actions moving them toward or away from their goals? Were their decisions grounded in emotion, necessity, reality—or some mix of all three?


The common thread I discovered among these women wasn’t that their finances determined their sense of self-worth. In fact, it was the exact opposite: their sense of self-worth directly determined their financial situations and decisions.


This made me realize that traditional methods of training women not to tie their worth to money is futile. This is the wrong conversation.


I’ve since made it my mission to guide women through a process of addressing the ingrained emotions, behaviors, and conditioning that collectively create their sense of self-worth and lead to nonoptimal relationships with money.


In this book, I hope to help you become aware of—and begin reversing—the societal, familial, and personal limitations to financial well-being.


I’ll walk you through a number of exercises I’ve used in thousands of one-on-one sessions over the years and guide you through conversations you must have with yourself to discover what drives your current approach to money.


Instead of giving you one-size-fits-all recommendations, I’ve designed these conversations to think through different approaches as new financial decisions arise and determine which makes the most sense for you.


We’ll explore the emotions that influence your financial decisions and whether these decisions are serving you.


We’ll go through what you need to prepare for crisis and the other drains on your financial well-being that divert you from your life goals.


We’ll look at where your views on money, finances, and worth originated—and whether the influences from your youth or past should still be relevant today.


You will generate your personal money “maxim” (a short phrase or truth about money that you live by) and have the opportunity to see how that maxim changes as you gain a deeper understanding of your values.


While I tend to err on the side of financial independence, my goal is not to eliminate partners from the picture. A good relationship with money can have a positive impact on your personal relationships too. That’s because, as you’ll discover along the way, money and relationships are often influenced by the same underlying beliefs and values. A lack of trust in relationships, for instance, might also very well manifest in a lack of trust of bosses or other figures that influence your finances.


WHEN IT COMES TO YOUR MONEY, WHAT’S OK?


This is not a how-to book. It’s not a new series of “thou shalts” and “thou shalt nots.” It’s a new philosophy—or way of thinking about money and your relationship with it—so that no matter what situation you find yourself in, you have a solid foundation for navigating it.


I want you to reconsider how you think about money and what it says about you. I’ve set up small, incremental wins to guide and encourage you while you’re on the path to larger goals. Give yourself permission to acknowledge every emotion and every concern these conversations bring up.


It’s OK to have questions about your money, your values, and your goals.


It’s OK not to know where to start.


It’s OK to acknowledge the areas where you need more information.


It’s OK to not understand why you make the choices, or take the actions, you do around your money and finances.


It is OK to feel overwhelmed at the thought of taking control of your finances and money behavior.


It is OK to realize that not all advice is good advice for you, and not every financial advisor is right for you.


It is OK to realize that previous plans have changed, just as you and your circumstances have likely changed.


It is OK to be resistant about making changes.


You’re holding this book. You’re ready for some conversations. And that’s a good place to start.


—Ande Frazier, CFP®, CLU, ChFC, RICP, BFA™, ChSNC Featured in Top 100 People in Finance 2019







[image: imgpart1.jpg]




 


Follow the Money: What Your Money Knows about Your Values and Emotions


For women, money is less a means of keeping score and more about what it can do, whether offering care for loved ones, enabling pleasures or goals, or salving or burying our hurt feelings. Money, and what it can do, influences our sense of self. Through money, we believe we can demonstrate our desirability, independence, intelligence, power, status, and value.


If you tripped on the word believe above, you’re already ahead of the game. The next step is understanding the disconnect between what we believe money can do and what it actually does. By creating a well-considered set of goals and values, we can reorient our thinking about the role we want our financial actions to play in our lives.


WHAT DO WOMEN FEEL ABOUT THEIR MONEY?


Over the years, I’ve listened to women talk about big expenses, whether they are “can’t-lose” investments, new house purchases, business opportunities, extravagant vacations, or home remodeling and improvements. They usually talk about what they’re doing or how much they’re spending. What they don’t talk about is how this doing and spending makes them feel, even when it makes them feel great. People often get a buzz from exciting investment opportunities or from adding luxuries to their lives.


Whether this euphoria is sustainable is another question. Women who are exploring their true feelings about spending might begin by getting “present” with their emotions. What are they feeling? What are they thinking? What are they doing? After this simple exercise, a wider and deeper range of emotions emerges.


Conversations about paying for private-school education, for instance, can illustrate the range of emotions associated with spending money. People might be delighted at the opportunities school provides. They might have anxiety over a multiyear commitment. They might relish the status that comes with a prestigious institution. They might be concerned that the resulting benefit won’t cover the cost. And, depending on where the school is, they might have separation anxiety.


Once women realize a single expenditure can generate a multitude of emotions, they can more easily apply that knowledge to other purchases. A new car may be intended to announce a change in social status. It may represent a realized lifelong aspiration, one that doesn’t rely on outside validation. It may come with a change in obligations (such as insurance rates or fuel costs) that prompt a woman to be concerned about her ongoing financial picture. A new car may also inspire guilt: In light of other responsibilities, was it the right decision to make?


Take a new business opportunity: it may be fueled by a desire to be the boss, whether out of revenge for previous bosses’ actions or a need to feel empowered. It may be borne from a belief that whatever is being sold will truly benefit the customers. It might be seen as an opportunity to boost one’s status or provide one with a sense of self-worth (a primary motivation to launch a business, cited by retirees). Or it may be seen as a path to wealth, which will in turn fund other goals.


WHEN EMOTIONS DRIVE FINANCIAL DECISIONS


It is OK to have strong emotions. But letting them get in the way of sound financial thinking rarely works out well. I knew a partner in an accounting firm who was desperate to leave the stultifying business that didn’t satisfy him. He had a gut feeling that a business concept he had toyed with would be an industry disruptor, so he invested his bank accounts and home equity in the idea. The only thing he disrupted was his home life: when his losses mounted, he had no fallback, and his marriage fell apart.


He was out of the accounting firm, but that was about all he accomplished.


Sometimes the trappings of romance and security get in the way of wise financial decisions. Poorly designed prenuptial agreements are one way starry-eyed brides fail to protect themselves. Even well-established brides-to-be can fall into what I call the successful woman trap.


A woman who has taken time from a successful career to raise a family may feel her demonstrated earning power allows her to give up financial protections through a prenup. She thinks, I love my husband-to-be; if anything does go wrong with the marriage, I’ll be able to support myself just as I have.


This is a romantic notion, but it doesn’t take into account several realities. First, it will not be easy for her to jump back into the workplace after a multiyear absence. Second, her overall earning potential has been reduced; thus, so has her ability to build a protective financial cushion. And finally, parenthood is full of unforeseen economic costs. Postdivorce is an ugly time to have these realities brought home!


It doesn’t take a divorce for emotion-based choices to have disastrous implications. Consider the story of a very-much-in-love couple with three young children. The wife was happily raising her family while her husband was out in the workplace. Their finances were flexible enough to allow for only some of their desires. With their family growing, they opted to finance their “love home,” a once-in-a-lifetime property they could grow into and then grow old in. The way they managed to afford it was by skimping on life insurance coverage: they purchased a life insurance policy for the young husband with benefits that wouldn’t adequately protect their home investment and provide for the children. He was healthy and in his early thirties.


You already know the story ends tragically. The husband died in an auto accident. The life insurance benefits were barely enough to provide for his widow and their children. And then, shortly after the husband’s death, a well-meaning relative hectored the wife into investing the limited amount of insurance money she had received. It went into a real estate scheme “guaranteed to double in value,” which would then provide the funds a solid insurance policy would have given her.


In the midst of the wife’s emotional chaos, the investment seemed like a lifeline. It wasn’t. She ended up moving in with her parents. Her father, who had planned to retire, kept working to support a family of five. Her mother, who had been looking forward to a life of leisure, was tasked with helping raise three grandchildren while her daughter worked.


While this story may seem soap-opera tragic, it’s not. It’s an emotions-driven scenario I’ve encountered (with varying details, of course) more times than I would have imagined.


EMOTIONS AND YOUR FINANCES


When it comes to your finances, there are no right or wrong ways to feel. The first step here is to acknowledge all the emotions tied to money and financial activity. The step following that one is to acknowledge how an expenditure fulfills, or does not fulfill, one’s desires.


Most financial decisions larger than buying a cup of coffee are life decisions, which benefit from being evaluated clearheadedly. But even people who can make a finance-based argument for their actions are missing the key consideration of their emotions.


We’ll go through some emotion-based exercises, but don’t just rely on this book (or any book). When you use any financial advisor, note whether he or she asks about how your feelings are influencing your choices. Without taking the time to “get present” with emotions, anyone can make an ill-fated decision, or, conversely, miss out on a genuinely worthwhile opportunity due to fear of the unknown.


If you think this sounds like a psychological approach to financial decisions, you’re correct. Humans are masters at finding great-sounding reasons for doing ill-considered things. As science fiction author Robert A. Heinlein once wrote, “Man is not a rational animal; he is a rationalizing animal.”


What’s more, emotion-based actions go beyond large financial decisions, to even the smallest and most immediate. Retailers know that. Look at the steps they take to transfer more of your money seamlessly to their pockets. Preordering and pickup, phone-based payment, and one-click purchasing all have one element in common: they remove pauses that allow consumers to take the time to logically consider their purchases.


Every time a consumer reaches for a wallet, or into a pocket or purse, it creates a barrier to a sale, and those who hawk products or services know how to eliminate those barriers. Removing those barriers is easy today because most people have their phones in hand or conveniently nearby. Ordering that extra coffee, taxi ride, or additional product just gets smoother and smoother. Endless daily purchases can now be automatic and unthinking. Impulses rule.


Don’t get me wrong. I love Amazon. The massive range of goods, the usually decent prices, and reliable delivery have made it both useful and fun. But at the same time, if I’m not able to see my actual bank balance decrease as I spend (there’s a difference between viewing an e-receipt and monitoring a diminishing bank balance) or feel my wallet get lighter as I spend cash, there is less of an opportunity to consider my purchase and get present with my emotions.


Retailers profit when you don’t think. I’m not saying don’t have coffee, but I am saying take the time to thoughtfully consider the decision, rather than have it be the unthinking purchase your favorite coffee-shop-with-app or online retailer loves. Do you want that second daily barista coffee at $4.50 per? Or do you need that $22.50 a week ($95 a month and $1,140 a year) to go toward your island vacation?


And before anyone thinks I’m some sort of martyr—yes, I consciously decide that I must have that second cup of coffee.




Step One: Identifying Your Money-Based Emotions


There’s a difference between buying a cup of coffee and making a big-ticket purchase. To help identify your emotional reaction to spending, imagine receiving a $10,000 gift (not an inheritance; you want something with as few emotional strings as possible). What is your unvarnished, gut-level reaction to each of the following possible uses? If avoiding writing them down, or writing them on a separate piece of paper, will give you the freedom to be honest with yourself, please do so.


1. This is free money, and I’m spending it on indulgences and luxuries.


2. I want to create once-in-a-lifetime memories, such as through travel.


3. I didn’t earn this money, so I’m donating it to my favorite charity.


4. I am going to deposit this money and access it only when I have a real need for it.


5. This is additional cash I can put toward paying monthly bills and other financial obligations.


6. My retirement cushion just got a little more padding.


7. I will use this money to help pay for my children’s or grandchildren’s education.


8. I will ask someone with more experience than I have what I should do with it.


9. I will look for an opportunity to double this money through investment.


10. I now have a down payment on a major expense (e.g., car, time-share, home improvement).


11. I am a pretty good money manager. I’ll incorporate the money into my portfolio.


12. I’m going to pay down some of my larger debts.


13. Other scenarios not listed.


Once you have considered each of your emotional responses to the scenarios, look for groups of similar emotions. Which ones make you feel as though you are denying yourself? Which ones give you validation? Which ones give you pleasure? Which ones make you angry?


There are no correct or incorrect answers. There are only insights into how various behaviors make you feel—and whether these actions have an impact on your financial decisions.





The money-based emotions exercise should give you a baseline sense of how certain financial activities might make you feel. As you consider your values and goals, that baseline may change. In fact, unless you’ve already spent a lot of time thinking about your “worth”—not just your financial worth, but what validates you as well—the baseline probably will change.


WOMEN’S VALUES MATTER


Beyond worth, there are values and a basic philosophy of finances that help determine someone’s emotional approach to money. These values, like education, environment, and experience, aren’t set in stone but actually change throughout someone’s life.


Geography, religion, and economic circumstances can all influence how a woman sees herself. Available wealth, of course, is key. Families that experience boom-and-bust cycles are more likely to produce children who think financial circumstances will sort themselves out, while those coming from modest steady income streams have a better chance of being raised with a stronger sense of budgeting.


When parenting responsibilities are not evenly shared, women usually take on larger nonpaying roles. They also are more likely to serve as caregivers to both their own and their husbands’ parents. In short, partly because of how they are raised, women often take on roles and responsibilities that differ from men’s. As a result, their values differ too. They tend to favor stability and security over financial gain.


Women are also more likely to consider how their own incapacitation might affect their ability to care for their loved ones or even themselves. For instance, although many long-term-care financial products cost more for women than they do for men, women account for 70–80 percent of long-term-care insurance claims.2 And since women are living longer than men and often find themselves living alone, they are less likely to have a family member who can serve as a caregiver; therefore, they have a greater need for financial resources to cover the cost of long-term-care facilities.3


Advisors Who Care about Women’s Values


A financial advisor who has worked with a number of female clients is more likely to consider a woman’s income, debt, retirement plans, and savings and assets, as well as other financial concerns. And a really good advisor will also consider a woman’s life status: whether she has children, has living parents, or has other potential dependents, including potential medical costs. In short, that advisor will provide contingencies for the influences that may mean the difference between a stable life and a scrambling one.


An advisor may also recognize a woman who is disposed toward sacrificing her present for future potential needs. A good advisor will structure programs that allow a female client to balance her future-based aspirations, dreams, and concerns against an unsatisfying present life.


The more a woman has considered her values and goals, the better she’ll be able to give her advisor the details necessary to create a program that meets current needs and desires in addition to future concerns. The best financial advisors also realize that some activities or purchases are best enjoyed earlier in life and will build in opportunities for these activities, even if it means the overall value of the portfolio the advisor manages shrinks.


How Women’s Values Are Changing


I mentioned environmental influences on values. Changes to retail culture mentioned previously (such as cashless, even wallet-less transactions), along with the increasing ubiquity of “buy it now” and one-day delivery options, have done more than make purchasing frictionless. Today’s youngest adult consumers have grown up in a world in which these features have always been present, and their thoughts about finances reflect their world.


As they have joined adulthood, language has changed to reflect their relationship with money. Younger consumers have embraced YOLO (you only live once) and FOMO (fear of missing out) as linguistic shortcuts that reflect the normalization of impulse purchases.


The “spend now, live now” approach has resulted in millennials (loosely defined as people born between 1982 and 2000) having among the lowest personal savings rates of any generation. Financial planning and long-term strategizing were alien concepts to them: most held off planning home purchases, families, and even car purchases until later in life than their older siblings, parents, and grandparents did.


This generation’s fear of missing out has led its members to job hop more than others. They believe that if they are able to augment their titles and increase their responsibilities, they may bring home higher salaries. But this activity also curtails their ability to start contributing to retirement accounts and prevents them from becoming fully vested in them, thereby taking advantage of employer matching funds.


Do millennials care? They didn’t initially. But as they have aged (in 2019, the oldest millennials hit their late thirties), they are finally embracing the job stability necessary for marriages and starting families.


Millennials have access to more readily available financial information than any previous generation. Unfortunately, it’s taken them some time to realize they can’t spend all they have today and expect life to work out tomorrow. Fortunately, even those who are just now starting to explore their psychological and philosophical approaches to finances will be able to modify financial behaviors and thus improve their lives.


ARE YOU LIKE SALLY?


Meet Sally, a composite of women in their thirties who make a decent salary, have settled into a career, yet are new to the idea of financial planning.


Sally is single. She has worked hard but never seems to get ahead financially or even reduce her debt. For our Sally example, the reason is clear: Sally has treated shopping as a form of consolation or self-medication. Here’s how it’s worked: Something in Sally’s life would trigger feelings of insecurity or anxiety. Then, to make herself feel better, she would browse online and buy something special—maybe a handbag, jewelry, or a new outfit.


As a human resources director, Sally was exposed to a constant stream of professional women dressed to impress. Some worked at her company; others were seeking jobs there. Sally couldn’t help herself from feeling that she deserved what these other women had. If, after working steadily for a decade and a half, she couldn’t have items of similar value, she’d be missing out!


What Sally didn’t know is how these other women had financed their goodies. All she knew was that after each purchase she made, she’d experience guilt and anger about what she had bought. Then her sense of self-worth would plummet. The emotions Sally experienced were nowhere near the joy and self-assurance she had been hoping to feel in her new clothes.


That wasn’t all. When Sally saw other people achieving high-ticket financial goals—travel, home ownership, continuing education programs, substantial charitable donations—the sense of worth she had sought through her purchases felt even further away.


“I’m not even able to save money like other people,” Sally (just as other women like her) would lament. But she faced a larger question. Money was only a thing, similar to the apparel she bought without thinking. How could money, too, cause her such emotional distress?


THE ROAD TO CONTROL


We’ll follow Sally through her self-discovery. I’ll promise a happy ending in advance: while we won’t take her through the elimination of all her debt, we’ll see how she took control of her finances through embracing patience and consistency, two behaviors she would nurture. Importantly, even before she modified any of her behavior, Sally began to see that women’s values do matter! She then explored her true values and goals. Her unique goals would become the most powerful motivators she could have had.
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