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INTRODUCTION



Have you ever wondered why some people seem to make their money multiply like little rabbits while others struggle just to make ends meet? Do you have trouble understanding how your spouse can sleep soundly at night while you toss and turn, worried about money? Where do you find the answers you need to avoid mistakes or, as it happens so often to many of us, find the way out of the money bind you are in?

We all know that financial books deal with just that: financial matters. The good ones can help us understand the financial lingo, teach us moneymaking techniques—when to buy, when to sell. But the story doesn’t end there.

Bound up in our relationship to money, we find our personalities, our temperaments, our hopes, our fears, and our self-esteem. In my years as a financial planner, an author of investment books, a teacher, and a TV and radio host of call-in financial shows, I have learned that true and permanent financial freedom is impossible to achieve by addressing only one of these issues at a time. Feelings and finances are inescapably connected.

Even in the stock market, the most successful investors know that fortunes are made and lost primarily due to emotional decisions that are made en masse. That’s why market pundits have developed psychological indicators to measure the amount of fear, greed, and hope of investors. Have you ever heard of day traders? These market opportunists buy and sell stocks by taking advantage of the emotional momentum that drives a stock price up or down during the course of a day. Their investing decisions are not based on a company’s fundamental analysis of earnings per share growth or return on equity. Instead, they sell into the feeding frenzy that occurs when the buzz is created around a certain stock, often discounting whether it has the characteristics that would merit such price increases. Money decisions are uniquely shaped by the personality traits in each one of us, and successful investors have learned to maneuver within their own comfort level. Even the stock market has its own personality!


“That’s way over my head,” you may say. “I just know that all my problems would be solved if I could figure out how to pay next month’s rent.” Well, guess what? Your immediate problem may be solved when you find the money you need for your rent, but you could find a permanent solution to your worries by discovering your personality strengths and how they relate to your financial decisions. If institutional investors and market tycoons acknowledge the importance of the emotional power behind investment decisions, how can we afford to overlook this important factor in our own personal dealings with money?

Mechanical recipes of what to do and not do with our money mean very little unless we are aware of the invisible but powerful forces that propel us either toward or away from our goals. Research has shown that these forces have nothing to do with intelligence, logic, level of education, age, or ethnic origin. Instead, they have everything to do with our behavioral DNA—our personality type.

Each one of us relates to money in a unique way, and when we understand the personal relationship we have with money and how our personal temperament influences us, we are more than halfway on our path to financial freedom. Once we figure out how to bring subliminal money issues to the forefront, we can amplify those that move us closer to our goals and defuse the ones that sabotage our lives.

In this book, I will help you understand the root of your money decisions (or indecisions) by offering you practical tools that will identify your strengths. Once you identify your money personality, use the list of financial alternatives that will work with your natural instincts and cultivate your strengths rather than your weaknesses. Let me show you how to maximize what you already have. After all, why would you insist on writing with your left hand if you were meant to be right-handed?

Tall order, you say? Not really. You may find it in the first chapter, or not until you are well into the book, but the secret key to your golden door lies within the pages of this book—if you are willing to look at the image in the mirror as if you had just met for the first time. I invite you to go on a treasure hunt with me. Together, we will find the magical missing piece to your financial puzzle—the real you!






The Personalities













1

THE DIVA
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Once upon a time, there lived a Diva…

Rings from Cartier, dresses by Dior, she dips into her coffer,

Always consuming quite eagerly everything they deign to offer.

But it could not last, this reign of debt, this tyranny of “More!”

Luckily she found this book—salvation is in store….









Jill is a successful advertising executive. Poised and well-read, she has fabulous friends in high places, boundless ambition, and a knack for working a room. Jill navigates her day with the easy confidence of someone who knows her opinion matters.

At the end of a long day, she settled down in the backseat of the taxi taking her to her studio apartment, and mentally replayed the accomplishments of that afternoon. She closed her eyes and allowed herself to savor the memory of her well-deserved praise following a meeting with the creative department.

The next day’s presentation looked very promising indeed. Jill planned to land the largest account ever for her company, and she couldn’t help but feel giddy with pride as she imagined the respect and recognition the deal would bring her—not to mention a delightful bonus! Jill’s success was a result of the acumen she displayed while assembling her winning team, coupled with her meticulous, yet surely indispensable, supervision. It was hard to believe that it had taken almost two years, but the probable outcome of the next day’s presentation would make it all worth it.

As her taxi bumped along the busy commercial streets, an object of exquisite beauty was illuminated against the gray of the cityscape. Jill’s eyes opened wide, fixing upon an emaciated mannequin in the highly stylized window of a luxury department store. “Stop, please!” she cried, hurling some money at the confused driver. “I’ll get out here!”

As Jill strode across the noisy intersection and closed in on the building, her reflection emerged in the window—appearing to wear that gorgeous designer suit. Jill gasped. Every stitch screamed success, power, and self-assurance—exactly the image she was determined to project in tomorrow’s meeting.

Without hesitation, Jill sprinted into the store and straight up to the elegant department where her prize awaited. She ran her nervous fingers through the neatly arranged row of hangers. Yay! They had her size! It was perfect! Anna Wintour would bestow her blessings, Coco Chanel herself would coo….

Just as Jill followed the saleslady from the dressing room to the register, a thought fleetingly crossed her mind. The suit was magnificent, envy-making—perhaps the most perfect sartorial creation she had ever beheld, but it was incredibly expensive. Last time she had hastily spent that much money, Jill had felt very guilty, almost regretful, when the credit card bill had arrived.

“But I deserve it!”

Whoops. Jill panicked; did she say that out loud? A stealthy scan of the room offered none of the baffled or haughty stares that might follow a sudden outburst in this pristine setting. “I work long and hard hours. And besides, my bonus will almost, just about, kind of cover it,” she rationalized under her breath—to no one in particular. Perhaps it was to her penny-pinching mother, who would be appalled; perhaps it was to the coffee boy, whom she stiffed on a tip every morning; or, even worse, the student-loan officer she had been artfully dodging for years. Jill chose to ignore these nettlesome phantoms, thrust her card over the counter, and, with her Montblanc pen, signed her sentence for the next six years.
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Why Our Diva Keeps It All Together

The Diva is determined, dependable, and structured. Professional, educated, with a mind-set geared toward goal achievement, the Diva will be delighted to know that she stands a better-than-excellent chance of succeeding financially if she can manage to rein in her impulsive spending and invest a little time and effort in organizing her finances.




Will the Real Jill Please Stand Up?

Jill may be well dressed, but she’s definitely not very well-heeled when it comes to her money. Like many professional women, she has discovered her earning power, but not her money power. What is the difference? Jill’s perfectly generous salary demonstrates that she has paid her dues and is swiftly ascending to the apex of her career. But she remains a prisoner of her labor. She is, like most of us, accustomed to having to work for a living, but has yet to discover her money’s potential to function as a self-perpetuating machine.




Her Cohorts in Diva-dom Include:

Scarlett O’Hara—If she had credit card debt, it would definitely be thought about tomorrow. But true to Diva form, she regained control of her fortune and taught Yankee carpetbaggers a thing or two about crossing a formidable corseted woman in the process.

 

Oscar Wilde—This dandy was forced into bankruptcy for a debt that dare not speak its name, but he managed to always look good, even behind bars.

 

Judy Garland—This definitive diva died $4 million dollars in debt. Divas do tend to overspend on sparkly red shoes.




Jill’s personality is akin to a freshly laid farm egg. Stable and strong on the outside, but crack it the wrong way, and it can be desperately fragile within. Although none of us falls exclusively under any of the financial personality types I’ll be discussing in the book, studies have shown that when we let our guard down and go on automatic pilot in our dealings with money, we tend to follow behavioral patterns set during childhood.
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How She Lets It All Fall Apart

The Diva can also be hasty and spend beyond her means if she is depressed or frustrated. Stress and anxiety, while sometimes motivating for this personality type, can seriously sabotage her confidence in areas where she doesn’t shine. If money management isn’t her forte, the entire issue may be tabled until it’s too late.




The motivation behind Jill’s extravagance rests in her feelings of entitlement. She deserved that suit to fill the void that was left by months of sacrifice, of relentless efforts to succeed without ever taking a breather. It’s easy to trace the origins of this line of thinking. Consider the slogans used by successful advertisers: “You deserve a break today…” or “It costs a little more, but I’m worth it!”

Whether for chocolate or hair color, a designer handbag or a Caribbean cruise, millions of dollars are spent on research, testing, and promotion by consumer product marketers to attract the kind of emotional spenders who may just be in need of a good night’s sleep a great deal more than a quick-fix purchase, which will only temporarily justify their previous deprivation.

The Now

Once money reaches an emotional spender’s hands, it’s gone, so the first step toward building a nest egg should be to fund it before she receives it. Payroll deduction programs, 401(k) retirement savings, and automatic deposits were invented for the Diva.

Since she rarely does things without a purpose, the best way to motivate her to save is by first establishing an ambition for each account. A lavish vacation, a down payment for a new car, or a fancy stereo system can be motivating enough to set this personality type in motion. It’s much more exciting to save when you know what you’re saving for. The whole point is to reverse the old habit of “spend, pay, spend” with “save, spend, save.” By writing down the goal date, the amount to be set aside, and the payoff at the end, the Diva turns savings into an attainable goal and minimizes the chance that those same purchases will be made on the fly—without the funding to back them up.

DIVA-LICIOUS STEPS TO SAVING SUCCESS:


	Set up a separate savings or investment account. If you mingle it with your regular checking account, you will almost certainly dip into them and you may never pay them back. But by creating a separate account for each purpose, you will be constantly, visually reminded that these funds are earmarked for a special purpose, and watching the balance grow will be that much more rewarding and motivating.

	Decide on a percentage of your gross income or a set amount to be deposited into your savings account.

	Ask your employer if you can start an automatic payroll deduction each pay period directly from your paycheck into a savings or investment account. The old saying “Out of sight, out of mind” applies to most of us, and it definitely applies to you. If you rely on your discipline to write a check to your savings every time you get paid, you will be tempting yourself unnecessarily. No brownie points here—this doesn’t have to hurt. If your employer does not offer payroll deduction, your bank can help. Ask to have a set amount transferred from your checking to your savings account each pay period.

	Whenever unexpected money comes your way, put some of it into your savings and investments. Bonuses, salary increases, tax refunds, rebates, and overtime pay can add a welcome boost to your account without requiring any additional sacrifice.

	And finally, if you are forced to dip into this fun account for any emergency, consider it a loan that must be paid back within a reasonable period of time. Establish a scheduled monthly payment, and treat it as one more bill.



Anthropology of a Diva

In my years as a financial planner, when I sat across from this type of spender, the first thing we set out to do was create a spending plan. The Diva’s money seems to escape between her fingers, so when I asked my clients how much they were saving each month, the usual answer would be “I don’t know where my money goes” or “I don’t seem to be able to save” or “I have a good income, but I don’t have any money left over at the end of the month.”

Since buying is almost an unconscious ritual for the Diva, it is helpful to track spending with no change in behavior for a couple of months. This can be difficult to do based on canceled checks and credit card bills alone. The ATM machine leaves no trace of where the cash goes, and the Diva is apt to make frequent visits to this fairy godmother to make sure her supplies are replenished and handy when the mood strikes.

But by faithfully documenting the money spent—using a small notebook, a PDA, etc.—the senseless cash hemorrhage will become obvious to the intelligent Diva. Many times this is all it takes for her to awaken from her slumber and take the helm of her finances. Once this occurs she’ll be ready to plan.


A spending plan—and I would never call it a budget when I’m dealing with a Diva, since the word may be interpreted as a limiting measure—should include a set amount each month for prestige items, something she needs to maintain her status and avoid the feeling of deprivation. The difference between this and her former habit is in the planning and frequency of the splurge.

Our Diva is passionate and visionary, and it would be counterproductive to dampen her fiery spirit. If this is your financial type, use your ability to dream big, and to plan big, for optimum results. I’d like to share a formula for goal setting that will help you reach your desired financial destination.

Follow the Smart Way to Set a Goal


Specific

Set specific goals that you can clearly name. E.g., save money for a two-week vacation—not just to save money.


Measurable

You must be able to measure your goal. E.g., save $1,000.


Attainable

Make sure your goals are reasonable and can be reached. E.g., you can set aside x amount per month to reach your goal.


Relevant

You must be emotionally committed to your goal. E.g., what benefit will you reap when you reach your goal?


Time-related


Set a definite target date to reach your goal. E.g., “By January 1, I will…”

Source: Adapted from http://www.pueblo.gsa.gov.



So, let’s say that you want to have $5,000 in an emergency account by December of next year. You have a specific amount and a well-defined date to reach your goal. Use the gift of your driven personality to stay the course, but don’t set yourself up to fail by relying on your own discipline to save. Utilize your inherent resources; let yourself be charmed by your own cunning!

Consider this: Studies show that when subjects were asked the same financial question posed in two different ways, the results were completely different from each other. These results reveal a lot about how little it can take to switch your mind into a more receptive mode.

One group was asked if they could save 20 percent of their monthly income. The majority of them stated that it would be very difficult, if not completely impossible, for them to do so. However, when the question was rephrased for the second group, who were asked if they could live on 80 percent of their income each month, most of the respondents stated that they believed they could!

Now that you know how to gift wrap the question for your brain, divide the $5,000 you want to save into the eighteen months you have to accomplish your goal—the amount being $278 per month. If you bring home $3,000 a month, $278 represents almost 10 percent of your check. Can you live on 90 percent of your monthly income? If you say yes, move on to the next step by getting in touch with your bank in order to establish an automatic savings account deposit of $278 a month from your payroll department or your checking account. If you are starting to perspire just as you get ready to dial the number, begin with half the amount, but write yourself a memo—I bet you love lists—to make sure you increase it to $278 in three months.

This system may not work with other types of personalities, as you will find out in later chapters, but, Divas, you are the perfect candidates for this program. Your benefit will be measured not only in dollars and cents. If you are stashing some money away for a rainy day, you will be able to revel in one of your favorite highs—the thrill of the spontaneous purchase—without the hangover the morning after. Try it—you’re going to love it.

The Future

To keep you on a righteous path, you must bring the same enthusiasm for planning you use in your professional life to your financial one.

MAKE A DATE WITH YOURSELF

Since money worries are inherently a part of the Diva’s day, designating an evening a week for a planning meeting with yourself allows time for bill paying, reviewing your checking account, opening savings and investment envelopes, and strategizing for the week to come. If you are plagued by pangs of guilt over money, postpone them during the week until “date night.”


FIND AN ACCOMPLICE

Divas are usually professionals who are very proficient in delegating work to others. Ask your friends and coworkers for the names of their financial planners and interview them until you find one that complements your personality. Be wary of those who are interested only in the numbers. You must share your spending habits with your planner and not let your need for an occasional splurge get swept under the rug.

The whole point of managing your money is to enjoy financial stability but not at the expense of your emotional well-being. Find a planner who addresses how you feel about your investment plan; this is the only way to ensure you will be an active participant in the process. Your meetings will depend on how much your needs change and how comfortable you are with your agent. I remember having clients with whom I met on a monthly basis and others who needed me only once or twice a year to make sure we stayed on course.

The role you play in your work with a planner is to provide the information. Prepare ahead of time by bringing with you a list of your goals, your monthly income, and your regular expenses. Your adviser’s role will be to take the wheel and drive you to your desired destination. You know where you want to go; use your planner as a GPS to get you there. But don’t relinquish your power. It’s your money.

Now then, financial planners come in three flavors:


	Fee-based planners: This type of counselor charges for their services, either on an hourly basis or a flat fee for meeting with you, gathering your information, and developing a written plan of action. You meet regularly, and afterward your planner should provide you with a detailed summary of your financial situation, including income, fixed expenses, net worth, an inventory of your savings and investment accounts, your financial goals, and the specific recommendations of changes that need to be made in order to meet them. Usually, this type of planner does not help you to implement your program. It would be up to you to find a broker, insurance agent, or another representative to set the plan in motion. Think of this kind of planner as an architect who draws the plans for your new home. You would still need to find a builder or contractor to execute the plan.

	Commission-based planners: These planners don’t charge a fee for meeting with you, going over your documents, or helping you set up your goals. They earn money from commissions paid by the different investment companies they represent. Don’t worry, you won’t save money bypassing the agent and going directly to the investment company; it’s much less expensive for the company to pay the commission than it would be to hire more personnel to counsel you and hold your hand through the process. The most important factor to consider when consulting commission-based planners is to find out their criteria for recommending a product to you, and to find out how many investments are represented by the firm. You don’t want to be limited to only those that will pay a high commission to the agent. There are independent brokers who represent many companies, and there are captive agents who represent only one. Ask for references.

	Fee-commission planners: This type of planner charges a fee for the consultation and then may also make a commission from your investments. In this case, the architect is also the contractor. Sometimes the initial consultation fee is waived if you implement the plan with the same planner.
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There is a three-letter title that is used only by Certified Financial Planners—those who have completed a rigorous course and extensive testing. To find a CFP, as they are commonly known, in your area, or for more information, you may visit the Financial Planning Association at http://www.fpanet.org. Prior to any payment, be sure to ask for a written agreement that delineates what is expected from each party and the terms of the payment schedule.
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The most important factor in dealing with any agent is the rapport you can establish with that person and the ethics with which your business is handled. Word-of-mouth referrals and a visit or a call to the National Association of Securities Dealers Regulations (800-289–9999, www.nasdr.com) or the National Association of Insurance Commissioners (816–842–3600, www.naic.org) to inquire about any particular planner can give you some degree of reassurance.







Are You a Diva?

Here is a simple quiz!

There are no right or wrong answers. You can’t fail this test. Give it a try….

Circle your response for each of the following statements:


	1. If I received a $50,000 gift, I would probably say to myself: “Wow! Now I can buy something awesome!”



I agree I disagree


	2. I am so busy making money that I don’t have time to manage it.



I agree I disagree


	3. If a friend asked to borrow money from me, I would feel flattered and probably lend it.



I agree I disagree


	4. When I find something I like but can’t afford, I usually buy it anyway. After all, that’s the reason I work.



I agree I disagree


	5. When I go out to lunch with a friend I enjoy picking up the check.



I agree I disagree




If you circled “I agree” for three or more questions, chances are you are a Diva who values the status and power that money can bring you. If you
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