Capitalize
The Good Life

THE GOOD LIFE
We’d all love to live the Good Life. It’s embedded in the fabric of the
American Dream. Tony Bennett sings about it, advertisers portray it in
commercials, and the US Constitution provides it as a right to pursue. But
what is it?
The Good Life is many things. Maybe its images of strolling on a beach in
Bali, viewing mountain peaks in Montana, or relaxing on a sailboat in the
Seychelles. Maybe it’s a fabulous home, your own private plane, or a healthy
and wealthy family.
Whatever images come to your mind–we all know that achieving the Good
Life takes more than just imagining it. It takes cold, hard cash. Which
requires successfully managing your personal finances. Those who succeed
can realize their dreams of the Good Life.
The responsibility to manage our finances is a rite of passage as we reach
adulthood, and comes whether we are ready or not. We do not need to
pass a test, maintain a high GPA, or be licensed by the government to be
handed the responsibility to manage our personal finances.
Since no permission or training is required, it might seem an easy task to
tackle. But the reality is that many struggle with this responsibility.
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WHAT’S GOING ON?
Successful management of your personal finances is not rocket science, but
that doesn’t mean it’s easy. Here are a handful of reasons it can be difficult:

We may never have had training or education in
personal finance
We may have bad examples growing up and
developed bad habits
We may be overconfident in our true knowledge
and abilities
We may be embarrassed to ask for help
We may have trauma from the financial crisis of
2000 or 2008
We may have very different views than our spouse
on how money should be spent
We may be genetically predisposed to handling
finances poorly
We may be daunted by the complexity of investing
and planning
We may be in the hands of self-interested money
managers or advisors
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Survey Says
So how well is everyone else doing when it comes to managing their finances? Let’s look at
research that addresses financial knowledge, management and confidence.

FINANCIAL KNOWLEDGE
• The National Financial Capability Study (conducted by the FINRA Investor Education
Foundation) has found that financial knowledge has declined over the last three surveys in
2009, 2012, and 2015. Those scoring a high degree of financial knowledge have dropped
from 42% to 36% over that time frame.
• Hal Bundrick from TheStreet.com, notes that the study by the FINRA Investor Education
Foundation discovered that “Less than one-quarter (24%) of young adults can correctly
answer four simple questions in a simple five-question quiz covering financial basics.”
Here are the questions they were asked:
• Suppose you have $100 in a savings account earning 2% interest a year. After five years,
how much would you have? More than $102, exactly $102, less than $102?
• Imagine that the interest rate on your savings account is 1% a year and inflation is 2% a
year. After one year, would the money in the account buy more than it does today, exactly
the same or less than today?
• If interest rates rise, what will typically happen to bond prices? Rise, fall, stay the same, or is
there no relationship?
• True or false: A 15-year mortgage typically requires higher monthly payments than a 30year mortgage, but the total interest over the life of the loan will be less?
Financial knowledge appears to be low and fading.
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FINANCIAL MANAGEMENT
The Employee Benefit Research Institute’s 2017 survey found that “though 6 in 10 feels very or
somewhat confident in meeting their retirement planning needs, only one in four has made an attempt
to calculate the amount of money needed”. Further, they noted, “nearly 32% of respondents …do
not have a retirement plan in place, but they still feel very to somewhat secure in their overall level of
financial well-being.”
Gary Mottola, author of “The Financial Capability of Young Adults”, says that retirement planning is
not a priority for young people,” only 40% of them have a retirement account” and “just one in four is
willing to take investment risk when saving for a rainy day or the future.”
Americans, while strangely confident about their retirement, have done little to plan for their
retirement needs. Even though hope is not a strategy, that appears to be their plan.
Looking beyond retirement, what about Americans’ ability to deal with unexpected expenses?
According to “gobankingrates.com”, in their survey of over 7,000 Americans, 69% of workers have
less than $1,000 in savings.
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Clint Key, who serves as Research Officer for the Pew Research Group adds, “Four in ten households
don’t have resources–in terms of savings or credit or even within their social networks–to help them
pay a $2,000 expense.”
With retirement planning and emergency funds lacking, what about the state of budgeting?
Budgeting is a key element of managing personal finances, but do Americans budget?
The NFCS (noted above) revealed that 56% of American households have a budget. While that level
is somewhat encouraging, few seem to extend their budget over the long term as, “only a quarter of
respondents said they budget over the next few months.”
Given the lack of financial knowledge, limited planning activity and emergency funds available, it’s
reasonable to ask why this is the case. Is it due to a lack of financial education and preparation, or is
it due to factors beyond a person’s control?
One resource that is usually missing from most American’s financial planning toolkit is a professional
advisor. The NFCS found, “Only 24% of American workers report receiving professional advice for
their financial planning needs, despite nearly three-fourths of workers believing this advice from a
qualified source would be in their best interest.”

FINANCIAL CONFIDENCE
According to Price Waterhouse Coopers’ 2016

The Consumer Financial Protection Bureau in

Employee Financial Wellness Survey (with

their study paper,” Financial wellness at work”

responses from 1,600 full-time employees):

noted the following about stress in America.

• 52% of workers overall are stressed about
their finances. And the younger the
worker, the more likely he or she is to be
worried, as 64 % of Millennials said they
are stressed about their finances.

“Its 2014 online poll of 1,950 adults conducted
by Harris Interactive found money is the top
source of stress for the nation, cited by 71% of
respondents. That is closely followed by work
(69%) and the economy (59%). Another way to
look at these results is that the top stress factors

• 46% of workers spend three or more

all converge in the workplace.”

hours during the workweek dealing with
or thinking about financial issues.
• 45% said their finance-related stress had
increased over the last 12 months.
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Employers Can Help
Some employees know they need professional help. The Wall Street Journal notes that
surveys show 401K participants wanted help in several areas shown in the graphic below:

Another big worry for employees per the Employee Benefit Research Institute’s (EBRI)
latest survey is health care.“ Only 54% of workers surveyed said they felt confident about
being able to afford medical expenses in retirement. And 57% told EBRI they were not
confident they will have enough money to pay for long-term care if they need it.”
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IS IT DIFFERENT
IF YOU ARE
RICH?

What about wealthy families? Does money management come
easily for them?
Wealthy families have a different challenge; maintaining or
growing what they already have. “But in more than two out
of three cases, family wealth fails to outlive the generation
following the one that created it, and 90% of the time the
assets are exhausted before the end of the third generation,”
according to the report by Merrill Lynch’s Private Banking and
Investment Group.

An article in the September 7th, 2001 issue of Financial Advisor
Magazine by Caren Chesler explains why wealth disappears.
“…wealth often doesn’t make it to the third or fourth
generation, not because of estate taxes or an inability
to transfer the wealth. It’s an inability to transfer the
knowledge of how to create it and how to keep it.”
“Would you rather have Tiger Woods’ money and trophies
and golf clubs, or his knowledge of the game and his swing?
The latter, because if you got that, you could get it all back,”
says Simon Singer, founder of the Advisor Consulting Group,
an Encino, Calif.-based firm that provides financial and estate
planning advice.
Daniel Walker, president of Farmers and Merchants Bank in
Long Beach, Calif., says the generation that created the wealth
can be highly productive, but they often don’t teach those skills
to the second and third generations.”
The research we reviewed paints a clear picture that regardless
of one’s age, or current wealth, successfully managing personal
finances does not appear to be going that well, causing the
dream of the good life to likely be just a dream.
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IT HURTS WHEN I DO THIS...
Many know the comic response to the complaint, “It hurts when I do this.” The
sarcastic answer is “Then stop doing it.” Medically speaking that advice has limited
value, as you’d just be treating the symptom. But is it different for financial pain?
Should we simply advise people to stop doing what is causing them financial pain?
As you read through the following list of financial ills, courtesy of genxfinance.com,
sheknows.com, and nerdwallet.com, it is tempting to think the answer to those ills is
a simple, “stop doing it.”

1

Buying more house then you can afford

2

Buying more car then you can afford

3

Having caviar tastes–in fancy hotels,
restaurants and clothes

4

Going on vacations you can’t afford

5

Running up credit card debt

6

Paying too much for college

7

Cashing out retirement funds at every need

8

Spending too much today–and saving too
little for tomorrow

Of course, it is important to stop doing the things that cause you financial pain. But you
can’t just tell someone to stop. It’s difficult to change behaviors. But it’s not impossible.
Charles Duhigg, author of the “Power of Habit, offers the following encouraging
words, “What we know from lab studies is that it’s never too late to break a habit.
Habits are malleable throughout your entire life.”
While poor financial habits are part of the problem, financial woes often spring from
factors that are out of our control such as loss of a job, disability, health care costs, etc.
Achieving the Good Life means working to create a successful financial plan. That
plan involves overcoming multiple challenges and gaining professional insights in
dealing with both the behavioral and external financial challenges we all face.
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SIMON SAID
Is there more than meets the eye when attempting to explain why most have financial issues? Are we
wired to make poor financial decisions?
Singer Paul Simon summed up part of the answer while addressing a totally different subject:
“The problem is all inside your head, she said to me
The answer is easy if you take it logically
I’d like to help you in your struggle to be free…”
It turns out the problem to some degree is in our head. Our thoughts and how we think can create
financial problems for us.
In an article published on Web MD.com, Elizabeth W. Dunn, Ph.D., associate professor of psychology
at the University of British Columbia said. “Money is an opportunity for happiness, but is an opportunity
that people routinely squander because the things they think will make them happy often don’t”.
Sonja Lyumorirsky, Ph.D., professor UC Riverside, author of The How of Happiness: A Scientific
Approach to Getting the Life You Want, describes this disappearing pleasure phenomenon as being
“like a spring time puddle evaporates under a stifling summer sun”
It is simplistic to think that all money problems stem from a confused sense of how to achieve
happiness by spending. But it is one crucial factor. Dunn & Lyumorirksy argue we spend our money
chasing happiness but sometimes come up empty–certainly worse-off financially.

THE GENE SCENE
Dr. Dunn & Dr. Lyumorirsky identified flawed thinking as playing a role in our financial stewardship. But
why does that happen?
Is it possible that some of us are poor financial managers because of something beyond our control? Is
our DNA to blame? Genoeconomists who study such questions believe DNA is an issue.
Annalyn Kurtz writing for Fortune notes a recent paper published by economists Daniel Barth of
the Center for Economic and Social Research at the University of Southern California, Nicholas
Papageorgeof Johns Hopkins University, and Kevin Thom of New York University. The three looked at
a sample of about 4,400 Americans from the Health and Retirement Study–a longitudinal panel study
that follows Americans over age 50 and their spouses.
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“Their paper shows a strong relationship between genes and wealth, even after accounting for
other factors like socio-economic status, education, earnings, and inheritance passed down from
parents.”
Kurtz says, “If it’s true that genes can predict part of the problem, then investments in education
alone are unlikely to offer the solution to improving financial literacy and decision-making, as well
as inequality. Instead, the authors of the paper suggest that “some groups may benefit from
institutions that make financial decisions on their behalf.”
That idea doesn’t jibe with our culture, but could they be right? Corporate America certainly
believes that sophisticated financial knowledge is needed when hiring Chief Financial Officers.
Shouldn’t families follow that lead and look for ways to bring more sophisticated financial expertise
into the realm of their personal finances? We believe the answer is yes.
Given this research, is it fair to assume that genes must be the thing? Maybe, but not all
economists agree with Barth, Papageorgeof, and Thom.

HE SAID, SWEDE SAID
The nature versus nurture argument is an old one and not likely to end anytime soon. Andrew
Flowers writing for fivethirtyeight.com in an article titled “Your Genes Won’t Make You Rich” cites
Swedish research that argues nurture is more important than nature.
Flowers explains “By linking data on adopted Swedish children to both their biological and
adoptive parents and then tracking the children’s wealth decades later, the researchers found that
who raises a child matters more than who gives the kid their DNA.”
“Innate biology is only a small factor” in wealth, said Kaveh Majlesi, a professor of economics at
Lund University in Sweden and researcher for the study.
So what is responsible for poor fiscal management skills? is it nature or nurture? We think they
both play a role.

To remedy the problem, we believe that a positive contribution is
needed from three key players; the individual, the employer and a
professional financial advisor.
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BIG BUSINESS BELIEVES
Big business has seen the research and knows that financial stresses are impacting their workers. This has led
many of them to turn to financial wellness programs for help.
Forbes Magazine’s Kerry Hannon penned an article in May 2017 that reported on the fast growth of financial
wellness programs. “The recently-released eighth annual Employer-Sponsored Health and Well-Being Survey
from the National Business Group on Health and Fidelity Investments found that 84% of 141 large and midsized companies surveyed now have financial wellness programs, up from 76% a year ago.”
Recently the Wall Street Journal reported on employee financial stress on the heels of Aon Hewitt’s 2017 survey
on “Hot Topics in Retirement and Financial Wellbeing. They note that companies see demand for financial help
increasing in recent months/years.
The chart at the right highlights what these firms are
offering now or plan to in the future.
Employers motives are dual of course. These firms believe that
financial wellness programs can drive productivity and success.
They also see financial wellness programs as important benefits
to attract and retain their best employees.

SMALLER BUSINESS BENEFITS LAG
While many smaller firms offer a solid set of employee benefits,
it appears that they continue to rely on more traditional benefit
plans rather than more contemporary offerings.
According to National Federation of Independent Businesses
(NFIB), here’s what small business is offering today:

38% offer a retirement plan
49% of these companies offer 401(k)
42% offer disability insurance
25% offer dental insurance
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FINANCE MATTERS
Here’s an at-a-glance view of the program:
Small businesses don’t have the financial war
chests possessed by big business. Does this limit
their ability to offer financial wellness benefits to
their employees?
The answer is no. Thanks to advances in
technology, small business owners can bring
both professional financial advice and powerful

Contemporary, online financial
wellness program
Addresses 10 components of
financial planning
Personalized quarterly
conference call

planning software to the aid of their employees.
We continually look for ways to provide value to

Led by experienced Certified
Financial Planners (CFP)

our clients who own their own firms. We know
your employees are an important part of your
success and have developed a financial wellness
program called Finance Matters. The program
helps small business owners grow their business
by helping their employees.
Finance Matters utilizes state of the art software
to help your employees create financial plans, and
just as important it gives your employees ongoing
access to a professional, certified financial
planner. This is a rare and powerful combination.

On-call financial professionals
& hotline
Leading edge financial
planning software
24/7 total wealth view
Unlimited, secure document
storage
Powerful reporting &
analytical tools

We believe this program is a great tool for business
owners to increase employee productivity, reduce

Extensive education library

their employees financial stress, and help them
attract and retain great employees.
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THE GOOD LIFE
Finances clearly matter as we all strive to achieve our version of the good life.
Managing finances is a challenging task and some need more help than others.
We believe the following must occur if people are going to succeed financially and
experience the good life:

Employers must dedicate resources to help
their employees
Employees must actively participate and
collaborate in their financial planning
Employees need the help of a professional
wealth advisor.

Finance Matters is our way of bringing all the key partners together to create
successful financial plans which help employers and employees live the good life.
To learn more, click here to visit our website.

Here’s to the Good Life!
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