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Advance Praise for

MAKE YOUR KID A MONEY GENIUS

(Even If You’re Not)

“Can a book on money be fun for the whole family? This one is! Even better, it is full of wisdom, and it is a genuine public service. Beth Kobliner has produced a miracle. Your kids will profit from her amazing and brilliant book—and you will too.”

—Cass Sunstein, director of the Program on Behavioral Economics and Public Policy at Harvard University and coauthor of the New York Times bestseller Nudge

“A much-needed, tell-it-to-me-straight book, written with wit and humor. I wish I’d had it when my kids were little—but better late than never!”

—Amy Chua, author of the New York Times bestseller Battle Hymn of the Tiger Mother

“If you’ve ever dreaded discussing the financial facts of life with your child, this is the book for you. Beth Kobliner walks you through a conversation that every parent should have with their children early and often about money matters. The book delivers the title’s promise—you can easily teach your child to be a money genius by following Kobliner’s wise advice.”

—Alan Krueger, former chairman, White House Council of Economic Advisers, and Bendheim Professor of Economics and Public Affairs at Princeton University

“Kids today need to understand the danger of debit cards the same way humans once had to understand saber-toothed tigers. In a world of unprecedented financial complexity, Kobliner’s survival guide should come with every car-seat purchase.”

—Amanda Ripley, author of the New York Times bestseller The Smartest Kids in the World

“As schools continue to recognize the need for financial education, Kobliner delivers a master class for the most important teachers of all—parents. No question: Make Your Kid a Money Genius is required reading for families from every background.”

—Arne Duncan, former U.S. Secretary of Education

“Many of us don’t have a clue about money management and, therefore, chances are good that our kids won’t either. Beth Kobliner throws a lifeline into that abyss with her frank, factual, and funny how-to manual. A must-have whether your kid is in preschool or grad school.”

—Julie Lythcott-Haims, author of the New York Times bestseller How to Raise an Adult

“How should parents handle allowance? Should your child work while in school? Are credit cards a good idea in college? Kobliner helps us think through these small, yet important, questions that lead to a life of financial literacy for both parent and child.”

—Susan Fuhrman, president of Teachers College, Columbia University

“Beth Kobliner understands that children should begin to learn money skills early, and gain new ones as they grow. This guide is designed to help parents put their kids on sound financial footing by untangling a difficult but critically important topic.”

—John W. Rogers, Jr., chairman and CEO, Ariel Investments, and chair, President’s Advisory Council on Financial Capability for Young Americans

“With a keen sense of what is appropriate at each age, from allowance to math games to giving children independence, Kobliner introduces parents to money talk as part of daily interactions.”

—Tovah P. Klein, director of the Center for Toddler Development at Barnard College and author of How Toddlers Thrive



Thank you for downloading this Simon & Schuster ebook.

Get a FREE ebook when you join our mailing list. Plus, get updates on new releases, deals, recommended reads, and more from Simon & Schuster. Click below to sign up and see terms and conditions.




CLICK HERE TO SIGN UP




Already a subscriber? Provide your email again so we can register this ebook and send you more of what you like to read. You will continue to receive exclusive offers in your inbox.





[image: Images]



To my parents, Shirley and Harold Kobliner, who instilled money values in my brothers and me when we were kids in Bayside, Queens, once upon a time.



Introduction
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My friend Karen, now in her forties, loves to tell the story of the time she asked her mom where babies come from. Her usually chatty mother got up from her chair, muttered something about a pot roast in crisis, and hightailed it out of the room. The next day, Karen found a book about the birds and the bees on her pillow. Her mother never mentioned the subject again.

What cracks me up about this story is that today Karen, a mother of three, wouldn’t dream of letting “the talk” play out like that.

She, like most other parents I know, is comfortable telling it like it is to her kids, and feels it’s her job to do so. Whether discussing sex, the dangers of drugs and alcohol, the necessity of seat belts, or the benefits of whole grains, we make sure we’ve got our facts straight, and we choose our words carefully. Unlike our parents, we try to confront these squirm-inducing questions head-on, and pride ourselves on being honest and forthcoming.

Except when it comes to money.

When our kids raise the subject, most of us go into panic mode: We lie. (“Sorry, honey, I can’t buy that for you because I didn’t bring my wallet.”) We worry. (“How will my kid be able to pay off his student loans?”) We procrastinate. (“We’re totally coming up with a consistent system for allowance! Next month.”) In short, we avoid teaching our kids the financial facts of life—whether it’s the ins and outs of budgeting, how to cope with credit and debt, or the basics of saving and investing. And for parents, it’s only getting more difficult. Anyone who’s ever watched a toddler navigate an iPad knows that our kids interact with the world in an entirely different way than we did. Can you remember the last time your child actually went into a bank? Exactly.

Having spent most of my adult life writing about personal finance, I have theories about why we’re so mum about money. Most parents feel they don’t know enough themselves. The mere mention of the topic causes anxiety, if not outright terror, in many of us because, well, what if we answer wrong and send our kids careening into a life of debt? Some parents are mortified by how badly they’ve handled their own financial lives and are afraid to let their kids see what a hot mess they are when it comes to money. Even parents who are in decent financial shape find it tricky to talk about money—if they talk about it at all.

And that’s a problem, since research shows that parents are the number one influence on our children’s financial behavior. So having these conversations before our children start school is important. A report out of England’s University of Cambridge concluded that by age seven, many of the habits that will help kids manage their money are already set.

Over the last three decades, I’ve done a lot of talking about kids and money—and even more listening. I’ve visited Sesame Street to teach Elmo about saving, and I’ve spent time on Wall Street, where I’ve picked the brains of some of the top experts in the field. I’ve advised President Barack Obama as a member of the President’s Advisory Council on Financial Capability for Young Americans and headed up an initiative, Money as You Grow, to teach parents what their kids need to know about money at every age. Along the way, I’ve pored over reports and studies in the fields of behavioral economics, social psychology, and, of course, finance to keep up with a subject that grows more complicated every day.

At the same time, I’ve spoken with or heard from dozens of families—both parents and kids—and their stories are woven throughout this book. Some were already friends, and others were people I came to know while researching. (In most cases, the names and identifying details have been changed to protect the innocent—and sometimes the guilty.) The insights I’ve received from these families about how they interact with money have been as valuable as any academic study.

The result is this book. In it, I lay out the lessons you need to teach your kid, whether that child is 3 or 23. I’ve broken the chapters into six age groups: Preschool, Elementary School, Middle School, High School, College, and Young Adulthood. Along with financial basics, you’ll get the inside scoop on a range of money-related topics. You’ll learn why allowance isn’t the Holy Grail when teaching your kid to handle money, and why after-school jobs aren’t always the answer, either. You’ll learn why giving in to your preschooler’s demands at the checkout line could make him more likely to misuse credit cards as an adult. You’ll find out why opening a brokerage account to teach your teen about the stock market is a straight-up bad idea. You’ll discover the right age to give your kid a credit card, and see why doling out a wad of cash can actually be a good parenting move. I’ll show you concrete steps to take to help your kid develop a strong work ethic and save more of what she earns. And you’ll get a jargon-free guide to talking about paying for college, and learn why you have to start these talks no later than ninth grade.

Because here’s the thing: The stakes have never been higher. The country’s increasingly “you’re on your own” approach to managing our personal finances—everything from health care coverage to planning for retirement—makes giving your kid money skills now more important than ever before. More concerning is that parents are no longer optimistic about the next generation’s chances. The expectation that our children will be better off than we are has long been a cornerstone of the American dream, yet the majority of parents now tell pollsters the opposite: They don’t believe their kids will do better. Instilling good financial practices now can mean the difference between a life of economic stability and one fraught with financial worry.

Okay, you’re thinking, you can give me smart advice, Beth. I get it. But make my kid a money genius? C’mon.

Yes, reader! I do mean genius. Let me explain.

One of the best-kept secrets in the world of personal finance is that there are really only a few concepts that matter. The smartest, most financially successful people understand this. The problem is that there are entire industries devoted to getting the average Joe and Joanna (and their kids) to ignore them. Whether they’re marketers who persuade kids that they “need” the latest sneakers or video game, or companies dangling credit card offers in front of cash-poor college students, these hucksters distract us from the commonsense rules that help us keep more of our money. Remember: They’re all about lining their wallets, not yours.

But there is good news.

See, you don’t need to be a money genius to make your kid a money genius. Regardless of your comfort level with finance—or your family’s income—this book is your guide for passing along enduring financial principles. It’s a playbook of tips and, yes, even some tricks that will stay with your kids for life, making them wise beyond their years—and peers—when it comes to money.

One thing this book is not: something that you can leave on your kids’ beds, hoping that they read it and absorb the lessons on their own. It’s a conversation starter, but it’s up to you to actually start the conversation. What are you waiting for?
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14 Rules for Talking to Your Kids About Money

The fact that you’re reading this means you know you should talk money with your kid. Whether the subject terrifies you or intrigues you, or you’re simply looking for ways to broach the topic, the good news is that you’re plunging in. Go, you!

A few quick words about this chapter. Though its title might make it sound like I’m expecting you to be a financial drill sergeant (“Now drop and give me twenty compound-interest calculations!”), I’m not. This chapter is the gentle one, meant to ease you into some overall concepts—and context—that’ll help you engage with your child about money. Some points will apply, others might not, depending on your kid’s age, interest level, and even gender. So don’t think that you need to commit everything to memory or take furious notes. The idea here is to put down your highlighter and just read.

One final thought before we begin: Money conversations don’t happen in a vacuum. Instead, they pop up at various times throughout the messy business of living. Though it’s become a cliché, most learning happens during these everyday “teachable moments.” The tips below and throughout this book are meant to help you take advantage of these opportunities.

So here we go.

    1 Start even earlier than you think you should. By the ripe old age of three, researchers at the University of Wisconsin–Madison report, many children are able to grasp economic ideas such as value and exchange, albeit in a very rudimentary way. They can also delay gratification and make choices. Though basic, all these concepts are important in understanding the role of money in our daily lives. Although there’s no economic equivalent of Baby Mozart videos, no stuffed dolls that look like Warren Buffett to tell your kid to “buy low and sell high” when you squeeze them, that doesn’t mean you shouldn’t pay attention to this stuff when your child is small.

Your toddler is eager, and able, to understand a lot. When you notice your little one “swiping” a pretend credit card, asking to push the buttons at the ATM, or looking through your wallet, instead of chuckling indulgently in a “kids say the darndest things” way, start teaching him some of the basic lessons in this book about where money comes from and how to pay for things. Even if your preschooler doesn’t absorb it all, he will still notice that you’re talking to him about something that matters—something grown-ups care about. And odds are, he’s already soaking up more than you think.

    2 Keep it age appropriate. Sticking to the truth is good when it comes to money, but so is adapting your message to your kid’s level. If you lose your job, it’s fine to say to your elementary schooler, “We’re going to cook at home more, since that costs less than eating out.” Skip the part about being in such dire straits that you’re dipping into your 401(k) to make ends meet. Given the same scenario but with a kid in high school, talking about how the loss of an income will affect college financing would be not only acceptable but also wise. You can discuss the reality that your family might not be able to put as much toward college expenses, but at the same time explain that she might qualify for more financial aid. In general, when it comes to having any hard money talk with your kid, it’s good to tell it like it is, but also offer reassurance that she—and you—will be okay.

    3 Use anecdotes. More often than not, when we launch into lecture mode, our kids tune out. Or, worse, our pontificate-y good intentions backfire and push our children to do the opposite of what we’re trying to get them to do. Instead, use stories to illustrate a point. When my friend couldn’t get a decent rate on a car loan because she’d run up too much debt on her credit card on a monthlong, over-the-top European trip the year before, I told my kids the details (without mentioning her name). Anecdotes such as these, which highlight how financial blunders lead to consequences, tend to stick in kids’ minds. Same is true of positive lessons, like an example of the neighbor who saved religiously for ten years, putting aside 1% of every paycheck, so that he could finally buy his dream fishing boat. You get the idea.

    4 Use numbers, even if you’re mathphobic. People understand money concepts better when a point is made with specific numbers. Saying to your kid, “It’s so important to put money into your 401(k) even when you’re young,” is much less effective than offering an example. “If you put $315 every month into a 401(k) starting at age twenty-two, by the time you reach age sixty-five, you could have more than a million dollars.” (The very words million dollars invariably make kids take notice.) If you have no idea where to get the numbers to show your kid, use some of the examples from this book or, if you’re feeling ambitious, check out the simple online financial calculators on a website such as Moneychimp.com. (I used a compound-interest calculator to crunch the numbers for the example above, and I promise it’s easy. Really.)
     
    5 Don’t lie about your money past—but don’t overshare, either. Most of us have had a flirtation with bad money management at some point, whether we ran up too much on a credit card or bounced a check or two (or ten). But resist the urge to come clean about your money mistakes to purge your own feelings of guilt or irresponsibility: Your kid isn’t your financial advisor—or your priest. Take a page from the latest research on talking to kids about drugs, which shows that parents who have themselves indulged in the past should not go into details with their kids. If you’re answering a direct question, definitely pick and choose which financial sins you disclose; tales of emptying your bank account for a road trip with an old boyfriend or blowing through your 401(k) savings to fund a wacky business scheme may glamorize what were actually regrettable decisions that took you many years to overcome.

    6 Never fib about how much money you have on you. This is something that nearly all harried parents do at some point. Whether our wallets are full or empty, in the heat of the parenting moment, it is natural to want to lie a little to avoid tantrums when passing our kid’s favorite stores or during difficult checkout-line discussions. Try not to. Although it might seem harmless to tell a young child, “I don’t have any money with me, so I can’t buy you that bag of gummy bears,” it’s better to say something like, “No, I don’t think we need to spend money on that now. Besides, the dentist told us to avoid chewy sweets.” Straight talk is a good example to set, and if there are real reasons behind your decisions, it’s actually helpful to share them with your child. If what your kid wants simply isn’t in your budget, say so and explain why. Or if you oppose the purchase for some other reason (say, you don’t want your kid toting a bazooka water gun around the neighborhood), then explain that, too. Remember that children are smart and won’t just settle for “We can’t afford it,” which, surveys show, kids mostly don’t believe anyway. No matter what your reasons, saying that you don’t have cash won’t work, since kids know there are lots of ways to pay for things. If you swipe your credit card a few minutes after pleading poverty, you’ll be busted. Once you get caught in a lie, your child will always wonder if you can be trusted. It’s just not worth it. Bite the bullet at the point of purchase now, and it won’t bite you in the backside later.

    7 Identify your financial baggage—then leave it behind. Nina, now in her midthirties, used to tell anyone who’d listen, including her kids, that her “inability to do money,” as she put it, is due to her parents’ financial ineptitude. “They knew nothing about budgeting, never saved, and lived life in a completely irresponsible way,” she’d say. I also know people who tell me the opposite: They’re bad with money because their parents were so controlling and frugal, and they promised themselves that they wouldn’t live that way when they were parents. Here’s the point: It’s good to be aware of how your parents handled money and the ways that has affected your behavior, but don’t use it as an excuse to explain away your money foibles or, worse, to avoid teaching your kids about the subject. Approach money in a positive way—you might need to fake it, at least at first—instead of passing on that negativity.

    8 Keep the money fights behind closed doors—and don’t let your kids get caught in the middle. Researchers have found that college kids whose parents regularly fought about money when they were younger were nearly three times more likely to owe $500 or more on their credit cards than kids whose parents kept the financial peace. You and your spouse aren’t always going to see eye to eye on family finances, but it’s important to shield your children from your big money disagreements whenever possible. Try your best to present a united front to your children. It’s perfectly fine to call a money “time-out” for parents only and tell your teenager, “We’re not sure what we think about paying for you to go to that music festival with your friends, so we’ll discuss it and get back to you.”

           If you and your spouse or ex are often at odds over money, you will need to figure out in private how you are going to work out a compromise. One study found that children of divorced parents who are drawn into the details of child support and parental salaries, for instance, tend to equate financial support with love, and make one of their parents the bad guy. Telling your son he can’t play in the local soccer league because your ex is late on child support and you can’t afford the uniform fees yourself can mess him up about money. Even though parents who are no longer together might find it hard, speaking with “one voice” on financial matters is usually the best thing for your child. And when kids try to play the two of you—divorced or not—against each other, as they invariably do, resist the temptation to act the hero. Try your hardest to reach an agreement, and present the decision as coming from both of you.

    9 Don’t expect your child to have money skills if all you’ve given him is money. Daniel and Mindy were devoted parents. They checked over their three sons’ homework each night when the boys were in elementary school, excused them from basic chores in middle school so that they could do homework instead, and, before the kids went away to college, handed each a credit card to cover all bills. When their oldest son graduated, he moved back home and proceeded to binge-watch every HBO series since The Sopranos. One day, after he’d asked his mom if she’d mind throwing his T-shirt in the wash, Mindy snapped. “I’m done! You’re a man, and you need to move out next month,” she yelled. Though Mindy felt awful for losing her cool, Daniel reassured her it was just the “tough love” approach that their son needed.

            As a parent, you might sympathize with Mindy and Daniel, but here’s the thing: They are just as much at fault as their son. Cutting a kid off financially after years of support without laying the groundwork is akin to abandoning him in a foreign country where he doesn’t know the language, customs, or laws. With money, as with most other aspects of parenting, it’s important to introduce expectations gradually rather than go from zero to sixty.

    10 Share the talking. Research shows that most of the time, kids ask their moms their financial questions. That said, I’ve personally observed supersmart women who are extremely successful in the business world pull the old “Ask your father” routine when the subject of money comes up. It’s possible they’ve just had a long day or are preoccupied with thoughts of work or sick pets or the malfunctioning range hood, but when this deferral to Dad becomes a pattern, it sends the message that money is a man’s turf. Um, I don’t think so.

            No matter your family configuration—mom and dad, single parent, two moms, two dads, or two parents plus two stepparents—make it everyone’s business to participate actively in the money talk with your kid. Avoid phrases such as “Mom is better with money” or “Dad is the financial brain around here.” It’s completely fine to say, “You know, I’m not sure about that, but I’ll get back to you.” And then go find out the answer. Just make sure to actually follow up and relay it to your kid.

    11 Avoid creating a money gap. Though the “math gap” between boys and girls has been well documented, there’s also a definite “money gap.” And parents are part of the problem. In numerous studies and surveys, kids say that Mom and Dad talk to boys more than they talk to girls about money—particularly subjects like investing. The result? Boys express more confidence about money—and parents think their sons understand the value of a dollar better than their daughters do. Given that your daughter will very likely be paddling upstream to keep pace with the boys financially anyway—women still earn less than men and have less money socked away in retirement accounts—they really need to hear the facts early and often. Bottom line: Boys and girls alike should know this stuff.

    12 Don’t try to keep up with the Joneses (let alone the Kardashians), because you will teach your kids to do the same. It’s natural to make comparisons with other people; it’s just something we do. Living in a consumerist, instant-gratification, media-driven culture doesn’t help. Nevertheless, fight the urge to compare your family’s money choices with anyone else’s. Sounds easy, but there are times we all feel that annoying tug to judge others or second-guess our decisions when sizing up our friends and neighbors. You might feel that saving for a family trip to Nepal trumps renovating your old kitchen—you can live for another year with a retro countertop and chipped floor tiles. Your neighbors might prefer to splurge on a basement game room and travel no farther than the town pool. Hey, different strokes.

        Resist making assumptions or drawing conclusions about another family’s spending habits or values—especially within hearing range of your offspring. Not only are you setting a bad example, but also research shows that comparing various aspects of our finances with those of our friends makes us less happy overall. The ways that people choose to spend money are very personal. If you want to teach your kid to avoid the trap of keeping up with—or looking down on—their friends and neighbors, steer clear of that behavior yourself.

    13 Choose your moment—and your place. Kids, especially teenagers, are hard to corral for anything—especially lectures. That’s why it’s important to weave the money lessons in this book into day-to-day life. Did your son get a check from Grandma? It’s a great time to finally take him to the bank, open that savings account you’ve been talking about, and help him deposit the money. That also leads to discussions of interest rates and choices between, say, certificates of deposit (CDs) and regular savings accounts. Are you about to buy a new family laptop? Have your kid help you shop around for it (and, if you can, allow him to keep a portion of the difference between the price at the local electronics store and any better deal he can find you online). And when making a big purchase—say, a car—take your kid with you to the lot and discuss negotiation techniques.

    14 Don’t flaunt bad money behavior in front of your kids. It’s easy to fall into the “Do as I say not as I do” camp when it comes to money. But try to police yourself. You might not need to be a money genius to raise one, but there’s no need to rub your bad money habits in your kid’s face. If you’re talking to her about the hazards of credit card debt while holding a fistful of Macy’s bags, she won’t find it cute, and she will find it hypocritical. So take whatever baby steps you can. Trying your best to get your own financial life in order sends a powerful message.


7 Things You Don’t Need to Tell Your Kids About Money

Some people believe it’s wise to tell all to their children. I don’t. When it comes to money, I think there are some things that kids—particularly young kids—aren’t ready to process and, frankly, don’t need to know. In some cases, it’s simply a pragmatic decision. If you tell your kid your salary, for example, be prepared to be hounded about why he can’t go on that beach vacation or get that $8 bag of popcorn at the movies. Or just as likely, be prepared for him to tell his friends.

The point is, as a parent, you have a right—and, arguably, an obligation—to sometimes say, “This is something for Mom and Dad to keep private. It’s not that we’re trying to keep a big secret from you; it’s just that there is some information that parents do not share with children until they are much older.” Here are a few things your kid probably doesn’t need to know:

    1 Your salary. Whether you earn $50,000, $150,000, or $500,000, there’s no need to share numbers. That doesn’t mean you can’t give your kid context. For instance, you can tell him that the median (meaning exactly in the middle) income in the United States for a family is about $65,000, then let him know where you stand in relation to that number. These amounts might sound like a lot or a little to your child depending on his age and his awareness of what things cost. This can be a starting point for many of the discussions about spending and saving described in this book.

    2 Which parent makes more. If you and your spouse both work full-time, avoid discussing who earns more. Putting dollar figures on what Mom and Dad earn can send the message, especially to young children, that one parent’s contribution is more important than the other’s. If the disparity weren’t important, why would you have shared it with them? Of course, many teens will know, for example, that corporate lawyers tend to make more money than schoolteachers. If your child brings up the topic and wants to know why your job as a social worker pays less than your spouse’s banking job, this is a great chance to talk about the psychic rewards and trade-offs that one or both of you make in order to have the lives you choose. If one spouse takes care of the kids full-time and the other works for a salary, it’s a good idea to discuss the value of stay-at-home parenting, making it clear that this is a job, too. In general, regardless of the details, it’s best to display a unified front: We’re a team, we work together, and it doesn’t matter who earns what.

    3 The amount in your 401(k). When I was about 10, my neighbor Susan told me that her parents had a million dollars saved in their retirement accounts. My first instinct was to think she was a liar. After all, I didn’t know anyone who had a million dollars. Whether it was true or not, no good came from my knowing this information—or misinformation, as the case might have been. Your 401(k), pension plans, savings, and investment accounts are your business. Your kid doesn’t have the perspective to understand that this isn’t money you should tap now, and that even when you do start drawing it down, it has to (hopefully) last a very long time.

    4 Your belief that Cousin John or Aunt Louise is cheap/rich/a deadbeat. All families have their eccentric characters. And truth be told, a great deal of family dysfunction centers on money. But this type of talk is to be had out of the earshot of children. Sure, you’re irritated that your loveable but irresponsible younger brother owes you $1,000 but is going to Aruba before paying you back as promised. But if you mention this around your child, he’ll not only hold it against his uncle but also remember it long after your brother has paid you back—an update you might be less likely to mention. If you’re looking to teach a lesson about the hazards of lending to family members or friends, go with a story that’s not about people they know (or simply change the names).

    5 How much you pay the babysitter/nanny/tutor. Jana likes to tell the story of how shocked her kids were when they learned that their beloved babysitter Jennifer—who was always a joy—was actually paid. They believed that, if anything, Jennifer was paying their mom to hang out with them. It’s fine to tell kids early on that babysitting is a job like any other (albeit the most important one I have ever hired someone to do). But definitely do not tell your kids how much you pay. Doing so gives your children an informational upper hand that you don’t want them to have when it comes to their caregivers, whose job it is to be the boss when the parents aren’t around. The last thing you want to do is strip that person of his or her authority.

    6 What you spent on a gift. The joys of giving and receiving will be lost on your kid if you mention the price each time you give a present—whether it’s for your son or daughter or for someone else. First and foremost, the value of a gift is not always reflected in its price. After all, some of the best gifts, like making pizza with Dad or building a couch fort with Mom, are basically free. But during gift-giving occasions, you might encounter upset kids, and that’s an opportunity to talk about money as well as the spirit of giving. Remember that sometimes kids aren’t so much entitled as clueless and need to know the facts. The 10-year-old nephew of a friend was in tears at his birthday party when he noticed that he had gotten fewer presents than in previous years. His mom had to explain that now that he was older, the things he wanted cost more money. So a few of his relatives had pitched in to get him the pricey iPad he really wanted, rather than a bunch of smaller gifts.

    7 How much you worry about paying for college. If you’re like most parents, the idea of paying for college one day is nothing short of terrifying. Though you will learn in Chapter 9 why it’s great to talk about college when your kid hits high school, there’s a difference between having purposeful conversations and radiating anxiety. Avoid overly negative talk about how expensive college is or how stressed out you are about affording it. Even if we are talking in general terms, our rants and raves can easily be misinterpreted by our offspring, and they might conclude that college is a major burden that they don’t want you to have to shoulder. Of course, you shouldn’t make a blanket promise that you’ll foot the bill no matter where your kid gets in if you aren’t sure you can do that. But you can and should say that college—or any sort of higher education—is a priority, and you are truly glad to be saving for your child’s future.
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Save More

Even the most relaxed parents get stressed out by the famous Marshmallow Test. You probably know the one: Young children were each given a marshmallow and told that if they didn’t eat it right away, they’d get a second one. As researchers watched behind a two-way mirror, some kids gobbled it up immediately; others showed amazing restraint and waited. The crazy part is that researchers tracked the group for decades and found that the kids who waited for the second marshmallow ended up as significantly more successful adults. They had better relationships, achieved higher levels of education, and even scored a whopping 210 more points, on average, on the SAT.

Just reading this might be enough to make you want to (a) run to your local Safeway to buy a bag of marshmallows and test your kid yourself, or (b) curl up into a ball with that bag, pull the covers over your head, and stuff your face while worrying that your (mildly) impulsive child is doomed for life.

But seriously. So what if a five-year-old can’t wait for a pillowy, sugary treat? And even more important (at least to readers of this book): What does any of this have to do with saving?

A lot, actually. Research has shown that people who rate highly on the self-control spectrum save more money. A study out of the University of Pennsylvania found that couples over 50 who took a personality test and demonstrated a strong ability to stick to long-term goals had saved nearly $200,000 more than the average American household.

Of course, it isn’t all that surprising that people who are good at waiting are also good at saving. The ability to set aside money, avoid impulse purchases, and work toward building a nest egg is not all that different from the ability to resist eating those oh-so-tempting marshmallows in the first place.

So while there’s no sugarcoating the results, there is some solace here for those who feel their blood pressure (and maybe blood sugar) rising: You can actually teach your kids to wait. Though this fact doesn’t get the same play as the hilarious YouTube videos of kids jamming marshmallows into their mouths, it’s true. You just need to know some simple techniques.

Fortunately, being good at waiting doesn’t mean your kid has to excel at self-denial. The fact is, most kids want stuff. That’s really, really normal—whether it’s a second marshmallow, an iPhone, or a car. Your job as a parent is to resist buying these things for them—since, let’s be honest, sometimes that’s the path of least resistance—and, instead, help them wait, save, and get some of those things with their own money. This chapter will help you do that.

Teaching your kid to focus on the long-term payoff doesn’t take nearly as much effort as it might sound. I will give you some age-appropriate ways to encourage your kid to save, whether it’s his natural bent or not. I will also give you the details about where and how he can save smart.

As a parent, you’ll need to do some waiting too, at least in terms of your expectations. Kids grow and change. Just because your first-grader is more of a live-for-the-moment type—frankly, a charming quality in a child or even a college boyfriend—doesn’t mean you can’t gently help him become better at waiting as he gets older. Scientists estimate that only a third of our ability to save money can be attributed to genetics. The good news here is that since a third of your kid’s saving behavior is embedded in his DNA, an even bigger chunk can be influenced by what you teach him. So be a force for good.


6 Tricks to Teach Your Kids to Help Them Wait, Save, and Get What They Want

Your child doesn’t have to be a monk, shunning all material goods. He doesn’t even have to be superdisciplined. He’s just got to know the tricks to help him avoid frittering away his money and instead save those dollars for something he really wants. Here are six smart strategies, inspired by the research of Walter Mischel, the brilliant psychology professor who created the Marshmallow Test decades ago, among other experts.

    1 Inoculate yourself. Before you enter a place with temptations, have a game plan. For little kids, you can keep it simple. As you prepare to walk into a store, you can say, “Today we are buying underwear for your brother, and that’s it. So if you see something you want, remind yourself that we are not going to buy it today.” You can add that you will do the same. Letting a child know what to expect and how to react prepares him to resist the urge to make impulse purchases (or throw tantrums about them). By rehearsing his response to the lure of a candy bar or a toy, your kid is (slowly) training his mind to ignore temptation.

    2 Think about tomorrow. It’s hard to remember how cool the thing you’re saving for is when you’re staring at a bag of cheesy chips at the checkout line. But focusing on the long-term negative outcome has been shown to be surprisingly effective. “If I spend money on a bag of chips today, then it’ll take me longer to get those Legos that I really want.” When your kid is wavering, commiserate about how tough it can be to wait for something you really want, and give an example of a situation where you had to wait for something. Then praise her after you see her resist an impulse purchase.

    3 Distract yourself. When your child throws a fit at the checkout line in a store because he will “die if I don’t have gum you have to get me gum buy me gum you don’t love me buy me gum gum gum,” be ready with a story, a joke, an awesome funny-cat or crazy roller-coaster video on your phone, or a special secret that you want him to hear but must swear him to secrecy first. Once you’re out of the store, point out how you really admire that he was able to get it together even though he wanted the candy so badly. Even if he is still a little mad at you, he will realize that the distraction did help make the feeling pass.

    4 Use your imagination. This is a quirky one, but it’s been shown to work. Encourage your child to think of whatever temptation she is encountering as not real but just a photo or a picture that she can put a “frame” around in her mind. Turns out, some of the most successful waiters in the Marshmallow Test did this naturally. It’s a little abstract for young kids, but some can get into it. Another strategy is to pretend that a treat she wants is covered in ants or worms. In a store, if a kid tells herself that a tempting toy is broken or junky or that a candy is spicy or booger covered, it can work.

    5 Habits can help. Make saving automatic. Be consistent with this message: “The minute we get any cash—whether we earn it or get it as a gift—it goes right into our savings jar or piggy bank.” Don’t just rely on willpower; that’s the hard way. Instead, make it routine. But build fun splurges into that routine, too. (“We get ice cream after school on Fridays, so no need to ask to buy candy on Wednesday, because the answer is no. We buy special treats only on Fridays. That way we can save the rest of our money for the bigger stuff we want.”)

    6 Ask “What would a smart kid do?” Sometimes it helps your kid to remove herself emotionally from a tempting situation by “stepping outside” it and asking what someone else would do. Let her decide who that person might be—perhaps a classmate, or her favorite cartoon hero, or just a hypothetical kid who’s smart. Kids like to give advice, and this technique allows them to think more coolly about their choices rather than act on impulse.



PRESCHOOL

Research shows that even some six-month-olds can develop strategies that help them exert basic self-control and calm themselves down: for instance, sucking their thumb. By the age of three, children are even able to quash impulses that might throw them off course. Emphasize the points below to help your id-driven toddler develop the precursors to the habit of saving.

• It’s good to wait. We all know that waiting is an inconvenient time suck, whether it’s sitting in traffic, killing time in the pediatrician’s waiting room, or standing in line at the store. And it’s particularly annoying for kids. But they have to do it. That said, it’s good to let your kid know that there’s light at the end of the car ride. Often, when we are waiting, it’s for something we really want: to arrive someplace we want to be, or to buy something we’ve had our eyes on. So when you can, point out the benefits of waiting. At the playground, when your kid is standing in line for the swings, you can discuss how democratic the system is: “You have to wait for your turn, but that little boy will have to wait for you to finish your time on the swing.” Show your kid how the two of you can make the time go by faster if you distract yourselves. (“I’m thinking of a number between one and ten” is always a favorite.) It’s also good to talk about waiting for far-off goals such as a birthday or a holiday, and how great it is when the day finally arrives. To help pass the time, you can discuss what will happen at the birthday party, who will attend, what games you’ll play, and what the theme will be. When the day arrives, make sure to mention how it was worth the wait.

• Save your money in a safe place. For very young kids, coins are choking hazards, and dollar bills are just paper that’s fun to rip. Still, by about age three, kids are able to latch on to the basic idea that money has value. The parents of one precocious kid I know reported that their daughter began requesting “green money” instead of “metal money” long before she started school, because she knew it was worth more.

Start making sure that your kid doesn’t leave his coins—and even bills—all over the house. One tried-and-true technique is to find three jars and have your child label one to save up for things to buy in the future, one to buy stuff right now, and one to share with other people who need help. An opaque container is even better, since it reduces the temptation for your kid to pilfer from his stash. Think a piggy bank, a coffee can, a special envelope in a drawer, or even a safe. (Kids love safes!) It doesn’t matter exactly how your kid’s money gets divvied up—a third in each category or some other formula—because at this age, the allocation is more symbolic than anything else. The real trick is to ensure that your kid is consistent about saving and always stashes away a set amount of money—whether it’s cash from Grandpa, a few coins found on the floor, or birthday money from you.

• Pitch in to the family savings pot. Starting a family savings pot will allow you to have a communal project with your kid—and it lets you teach by example rather than just lecturing on the value of savings. It’s best to set up a shoe box or cookie jar in the living room or kitchen or somewhere else where it’s plainly visible and then tell everyone to chip in. Start with a goal that’s easily attainable and attractive to a little kid, such as pizza night or a trip to the water park. Your preschooler, of course, might be able to contribute only a small amount of his allowance (see the allowance box) or quarters discovered between the sofa cushions. The amount doesn’t really matter. What does help is when you point out creative ways to come up with money, and keep the savings pot a topic of frequent conversation: “Hey, I have all this change from my trip to the grocery store, and I’m going to dump it into the pot!” When it’s time to redeem the family’s reward, have your child help you count up how much is there and figure out if you have enough for deluxe toppings on the pizza or ice cream at the water park.

• Parents: Don’t help your kid skip the line. Once, as I was in line at an airport bathroom, I overheard a mom tell her very small child, “This is part of life. Sometimes you just have to wait.” It was a simple message but quite profound. If you want your kid to learn to wait, you have to be patient yourself. Circumventing the rules so that your kid doesn’t have to cool his heels sometimes is not good—whether you’re allowing him to linger on the seesaw while you hold his spot on a swing or taking him with you as you cut the line at the grocery store. Winner of the Most Outrageous Parenting award? The moms and dads who reportedly hired physically disabled “guides” to usher their able-bodied kids to the head of the lines for rides at Disney theme parks. Eventually the folks at Disney found out and had to change the way they accommodated disabled riders. Of course, this was over-the-top behavior. But even the most upstanding parents can be blinded by devotion to their kids and feel tempted to bend the rules in little ways. Doing so not only shows your kid that it’s okay to cheat but also ensures that you’ll end up with a kid who doesn’t have self-control.

• Parents: Teach your kid about numbers and coins. When my son was in preschool and we had a playdate with twins who lived nearby, I was impressed that they knew the difference between a penny, a nickel, a dime, and a quarter. And I felt sort of embarrassed—me, the money writer—that I hadn’t taught my little guy. Experiments with babies as young as five months show that they already have an intuitive number sense, which will help them understand money. If you show that you are putting two dolls behind a screen, but take it down to reveal only one doll, the baby will act surprised, just like an adult would.

When you think about it, number games are everywhere. Sorting socks after you do the laundry, counting the number of bananas you put in the shopping cart, and noting each duck on the pond at the park are examples. For older preschoolers, you can even try playing a version of “store,” using coins or paper money to have your kid “buy” items. You may have to help your kid count the money at first, but don’t be too quick to jump in and do the math for him. It’s good to give him the time to work it out himself. Also, make sure to repeat counting activities; although you might get bored, repetition is a primary component of learning.

• Parents: Follow-through is everything. There are all kinds of creative ways to spur your kid to be an excellent saver, but none of them will work if you, as a parent, don’t keep your word. Of course, no one is perfect. But when you promise something, you have to do it—not only because that’s what’s right, but also because it will build the trust necessary for a child to feel confident that if she saves today, she can get what she wants tomorrow.

A striking study conducted at the University of Rochester shows how important this is. Kids were divided into two groups of 14 each. Both groups received used, broken crayons, and an adult informed the children that she was going to leave for a few minutes to get better art supplies. In group one, the adult returned promptly with fancier pens and crayons; in group two, she returned empty-handed, offering nothing but excuses. Next, the adult repeated this exercise, this time saying that she was going to get a selection of bigger, better stickers. The first group got the goods; the second, one lame little sticker. Finally, the children were given a version of the Marshmallow Test. Interestingly, a clear pattern emerged: Kids in group one, with a “reliable” grown-up, were much better at waiting. In fact, while 9 out of 14 kids in group one waited 15 minutes for that second marshmallow, just 1 kid in the broken-promises group waited that long. You get it: Broken promises can crush a kid’s incentive.


The Man Who Didn’t Eat the Candy: An Inspirational Tale of Saving and Making a Lot Out of Very Little

Harold was brought up in the 1930s, a time when money was tight for many families, though his had it particularly rough. During the Great Depression, Harold’s father lost the grocery store he owned and sank into his own deep depression, while Harold’s mother tried to provide for four young children by working for a seamstress.

Though only ten years old, Harold decided to generate some income by filling a need, if not an actual job, that existed in the local candy shop. Every day after school, he’d sit by the pay phone and wait for a call to come in for one of the neighbors in the nearby tenement building. Since few people had phones of their own, this pay phone served the entire community, and Harold would get a tip of a few pennies or a nickel each time he alerted someone of an incoming call. At the end of each week, he’d proudly hand the money over to his mother to help make ends meet.

Despite the fact that he spent long hours in that candy store, Harold never used the money he earned to buy candy. Not even once. He knew that the extra money would alleviate some of the tension at home, and that in itself was a reward.

A few years later, Harold, just 17, met the love of his life, Shirley, 16, and a few years after that, they married. Shirley was a chemistry teacher, and Harold, who started off as a history teacher, rose quickly through the ranks and became a junior high school principal. Before they knew it, they had two boys, a girl, and a mortgage, and Shirley decided to give up teaching to stay at home full-time.

One day Harold heard about a brand-new retirement plan that would allow him to set aside up to half of his income—then about $30,000 a year—in a tax-free account.

When he told his wife, she panicked. “Harold, that’s insane. We can’t afford to raise three kids on $15,000 a year.”

Harold’s response? “Shirley, we can’t afford not to.”

Harold won the argument. Today the couple, both now in their eighties, are happily living off that retirement savings.

How do I know all this? Harold and Shirley are my parents. The trait that my father had innately—and my mom quickly came to adopt—was the ability to delay gratification. He knew that by living a financially lean life, he was building a healthy retirement nest egg for himself and his wife down the road. This didn’t benefit just them. By starting to save early, he ensured that he and my mom would not have to rely on their own kids—my brothers and me—in their old age.



ELEMENTARY SCHOOL

Research shows that by age seven, kids are able to focus on goals—and are receptive to what they need to do to reach them. And most of these kids are not only aware of money, they’re earning (okay, “earning”) it, whether through allowances or odd jobs. Here’s what to tell them to keep them on the savings path.
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