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MAKING YOUR MONEY WORK FOR YOU

Maybe you’re thinking it’s time to review your investment strategy and make the most of the money you have today. Maybe you’ve already built a financially successful retirement egg and want to protect what you’ve built. Or maybe you need to bulk up your earnings to ensure your family’s future.

Welcome to money for grown-ups. Where do you turn for credible information?

Dedicated to helping you protect your assets, stretch your dollars, and bolster your longterm security, AARP can offer you powerful solutions. Whatever your strategy for managing money, we’ve got suggestions that will help – from saving money on that next big purchase to planning your charitable giving. If you’re taking your job to the next level or building up a second career, we’ve got strategies that will help you make your mark.

You may think your money — or your financial advisor — should be working harder for you. You may be watching market trends and seeing new opportunities. And, of course, you want to protect yourself and your loved ones from scams and data breaches. We can give you the support you need.

And turn to us for fun, too. (Is it time for that car, that trip, that weekend home you’ve always wanted?) Because that, too, is what this time of your life is about.
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AARP is a nonprofit, nonpartisan membership organization that helps people 50 and older improve their lives. For more than 50 years, AARP has been serving our members and society by creating positive social change. AARP’s mission is to enhance the quality of life for all as we age; lead positive social change; and deliver value to members through information, service and advocacy. This information in this book is for educational purposes and does not constitute financial advice.
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Introduction

Why We’ve Written This Book

Welcome to How to Speak Money.

Allow us to introduce ourselves. Christine and Ali are colleagues at CNN; both business reporters and anchors. Like many co-workers, we spend more time at work with each other than we do with our spouses. We’ve also grown to be friends and confidants—partners in financial (reporting) crime—over the past 10 years. I’m not sure looking back to when we met at work 10 years ago that we would have thought we’d be this tight a decade later. Back then, our differences—in our backgrounds and in our approaches to money—were greater than our similarities. Or at least that’s what we thought.

The biggest thing we had going for our relationship over the years is that we spoke the same language. We’re not talking about English. We were both fluent in the language of money. We understood terms like “12-month trailing revenue” and “slow stochastics” and we relished the latest news about the 200-day moving average. Business geeks, indeed. Truly, there wasn’t a ton we had in common other than that we understood very clearly what the other said when we spoke in story meetings and on TV. (We share a love of high-caloric food; but that’s for another book.)

Over the years, by force and by choice, we ended up working very closely together; more so than we did with other co-workers. Our perspectives were different, but complimentary. We’d fill in for each other when one of us was sick, we’d help each other solve problems. Once in a while, we’d grab lunch or an after-work drink.

Like co-workers, or any pair, who spend a lot of time together, we fought. The fight we remember most clearly was years ago when Christine seemed overly excited about the danger of the U.S. credit rating being downgraded. Ali thought it was unimportant. The fight may seem unimportant to you, but back when it was happening, we were pretty passionate about our positions on it. Turns out that Christine was right to be as concerned as she was. Ultimately, years later, the U.S. credit rating was downgraded. Christine remains kind enough not to remind Ali about that fight. Many of our fights turn out that way. Many of yours probably do, too.

And like many good pairs—be they spouses, business partners, roommates, siblings, parents/kids—we learned from each other and about each other, we grew, and we grew to better understand and appreciate each other. And while we always spoke each other’s language, now we can even write and speak like the other. Can you guess which one of us is writing? Neither can we.

We’re writing this because speaking money is like speaking any language. If you don’t speak at least a little of it, you can’t travel there, and you can’t eat the food. You certainly can’t do business there. You can fall in love with someone who speaks a different language but, frankly, that’s overrated (Ali wrote that!). Ironically, while you may speak the same language as the people closest to you, not speaking money could cause you as much grief as trying to read this book in French (which Christine, ironically, can do).

Speak money, and your world will open up. You’ll have fewer fights, fewer fears, and you’ll catch more opportunities. You’ll have less anxiety, and you’ll be better equipped to make the most of what you have, what you earn, and what you can attain in the future.

Because this is a book about speaking a language, we’ll take you on a tour of the world of money, allowing you to speak it intelligently and confidently. You’ll discover how you can build a better future for yourself, even if your present is less than wonderful. Even if you’re not disciplined by nature, we’ll teach you how a few simple techniques can keep you on the right track.

We’ve organized the book so that it flows logically, in a series of chapters that take you from the personal (your relationships, your gender) to the broader world in which you live. We don’t agree on everything, but we both agree that you need to understand and master the language of money to unlock the best opportunities of the coming decade. We also agree that we (society, America, the media) obsess about the domestic economy, when we’d be better served to understand it in the context of the global marketplace.

Going through How to Speak Money chapter by chapter, here’s what you’ll find:

Chapter 1: The Big Picture: This is where we lay out a lot of the themes that we’ll spend the rest of the book helping you understand. Think of it as the “Why you need to speak money” chapter.

Chapter 2: We Fight About Money, Too: We are economic snowflakes. No two of us feel exactly the same about money, even if we share a background. And that’s okay. We argue our points with one another. We explain to each other what matters to us and why. At the end we reach an agreement, or a compromise, or one of us gives in—this time—with the tacit understanding that next time—or the next time—the other one gets to win.

More relationships break up over money than over any other issue. So learning how to discuss it, and why it’s okay to feel differently about it than your significant other may feel, is pretty important.

Chapter 3: Gendernomics: Folks speak money differently for different reasons, and one of them is gender. History has assigned different economic roles to men and women and while most of those lines have been blurred, many people still identify with them, and struggle with breaking out of preconceived ideas and roles. Remember I Love Lucy, where men guarded the checkbook while women just couldn’t wait to run out and buy new clothes? We know that’s largely not true anymore, but we’ve recently reported on some stunning neuroeconomic research that measures the brain activity of men and women in response to different risk/reward situations. Turns out we are wired a little differently and by understanding how we’re wired, we can adapt our behavior more effectively. Both men and women have emotional impulses that we can override to deal with our financial lives in a more rational and objective way.

Chapter 4: Speaking Money around the World: You know there’s a trend that’s reshaping the world’s economic structure: globalization. It’s exemplified by the rise of China, and it’s permanently altered our way of doing business. You can’t hope to get fluent in money without understanding how to take advantage of (or, depending on your perspective, protect yourself from) this new paradigm. Believe us: it’s personal. The changes globalization have brought have profound implications for every American. They have an impact on our educational and career choices, they influence our mortgage rates and, while they certainly shake our comfort zones, they also offer tremendous opportunity.

Christine earned an Emmy award covering the impact of globalization on American workers. From her perspective, the world changes so quickly that a worker’s skills can’t keep up under normal conditions. Ali’s view is influenced by the CEOs and businesspeople he interviews who see rapid transformation—and huge potential—in the way business is conducted, and by the people he’s met in the thousand of miles he traveled on the CNN Express during the recession. Together, we give you the information you need to take advantage of the many new possibilities in our interconnected world.

Chapter 5: Speaking Money at Work: You can live without your investments going up in value, and you can live without owning a house. But unless you marry rich, rob a bank, or win the lottery, you need an income. And that’s the same in any language. Christine and Ali probably spend more time following employment trends in the United States and elsewhere than they do on anything else, because if you can answer the employment puzzle, everything else follows. What industries will offer the best growth prospects? What kind of salary can you expect? What if you’re just starting out? What if you need to change direction at age 40? We’ll cover all that and more in our section on career choices. Most importantly, we show you how to identify promising areas that align with your skills and interests.

Chapter 6: Speaking Money on Campus: Not that we disagree on this, but enough people seem to disagree with us that we’ve devoted a chapter to it. Read our lips: A university education is the single best defense against unemployment. Period. We’ll show you the courses of study that will land you in the best position to succeed. And what about community colleges, three-year programs, graduate school, and vocational training? It’s all education, but is it all valuable? The answers will help you make the best possible choices for you or your kid, and not go broke in the process.

Chapter 7: Speaking Money in the Market: The goal of becoming fluent in money is to build wealth over time. Today, there are more investment options than ever before. There are also risks that didn’t exist before. From bank deposits and CDs to stocks, bonds, mutual funds, and ETFs, there are investment and savings vehicles to suit the risk and reward specifications of every investor. We look at them all, and show you how to choose the best ones for you.

Chapter 8: Speaking Money to Investment Principles: Once you know what’s out there, we explain the basic principles of successful investing and show you how to find the approach that’s best for your situation.

Chapter 9: Speaking Money with Your Own Portfolio: By blending different asset classes, you can improve the likelihood of achieving your goals. We’ve even prepared model portfolios for a variety of objectives, and a self-test to help you determine which might be most appropriate for you.

Chapter 10: Speaking Money on the Home Front: Whether it’s your spouse, your kids, your parents, your roommate, or your siblings, sometimes it feels like you’re not speaking in the same language group, never mind language. Love is not the best translator, and blood isn’t thicker than financial misunderstanding. So why not please read at least this chapter before making the biggest investment you are ever likely to make? Wherever you live, you’re going to have to pay for the privilege, either with a rent check or a mortgage payment. Which one is better for you? We’ll show you.

Chapter 11: Speaking Money on Budget (or how not to end up like the U.S. government): Ali’s not that familiar with budgeting, so Christine’s going to take the lead on this chapter [image: image]. Seriously, while you’re building that nest egg we talked about in Chapters 7, 8, and 9, and saving up for the home in Chapter 10, you’ve got bills to pay! Ali wants you to invest to get rich, but Christine warns you can’t even think about that until you understand the relationship between what you take in and what you spend, intimately. In our chapter on budgeting, we’ll show you how to establish and monitor a realistic spending plan so that you don’t bleed excess cash. Ask anyone who’s ever been on a diet: They’ll tell you that one of the most important tools for staying on track is to keep a record of every bite they consume. Replace every bite you consume with every dollar you spend, and you’ll understand why having a budget is so important to building wealth. It brings discipline to what would otherwise be a haphazard process. If you’re not going to take it seriously, there’s no point in doing it at all.

Chapter 12: Speaking Money in Retirement: At the end, we discuss retirement. For many it’s a distant, indistinct vision; to others it’s so close it’s blurry. A surprising number of Americans think it’s okay not to have your retirement funds in place because you can always work a few years longer. But unless you’re the boss, that may not be your call. While Social Security provides some income, it’s not enough to cover all your living costs. If you want to live comfortably later—no matter how far away “later” is, buckle down and get a strategy now. If you get this far in the book, you can consider yourself fluent in the language of money.

At the end of this book, we want you to be more confident, more assured, more knowledgeable and more in control of your financial life. We want you to be completely fluent in money, able to handle the day-to-day conversations about finances, and able to translate your knowledge into planning competent strategies for building wealth and retirement savings.





CHAPTER 1

The Big Picture

For several years now, money has dominated the national conversation. Our CNN/ORC polling first put the economy as “Issue Number 1” back in December of 2007. From the financial crisis in 2008, to the Great Recession that ended in late 2009, to the job drought that followed—virtually every headline that matters to your family’s well-being has been about money.

America is downgraded. The unemployment rate is stubbornly high. Congress fights about how to spend your money, and the nation’s debt and deficits grow and grow.

China’s economy is soaring. Emerging markets are on fire. Europe has a debt crisis. State and local governments are closing parks, raising fees, firing teachers. More than a quarter of all homeowners owe more on their home than the home is worth.

What’s going on with gold? Stocks have been a nervous wreck and bond yields have reached record lows.

Oh yeah, and the Fed has pumped trillions of dollars into the banking system to grease the economy.

What does all this mean?

Parlez-vous anxiety?

Need a job? Have one but want a promotion? You need to speak money to understand that every hire is about a boss making a financial decision. Want your child to find a good career? You need to speak money to choose a college and a major that won’t bankrupt your family or saddle the kid with debt. Want to just keep your money safe in the bank? You need to speak money to make sure your friendly neighborhood banker isn’t siphoning away your hard-earned cash through needless fees.

Maybe your money problem is not having enough of it. Or maybe you have no idea how much it will take to retire, because you are just trying to make the money last the month. Or maybe you are just downright angry that the money seems to flow on Wall Street but Main Street is hurting. And maybe, just maybe, you have the unsettling concern that America’s best days are behind her.

It may sound harsh. But you can’t afford not to learn this language.

We’re not advocating the blind pursuit of material things and financial success. Au contraire. We’re just saying you need to understand all of this happening with urgency around you, so that someone else’s blind pursuit of money doesn’t hurt you and you can live the life you deserve.

What does it mean to be fluent in money? It means following all of these conversations—about college, jobs, debt, deficits, and politics—and translating what it means for your family.

We want you to make your family and your world a better place. Cheesy? Yes. Possible? Absolutely.

Money Is Everywhere

Whether you think it is crass or greedy to admit it, the fact is money is the world’s global language.

Being fluent in money affects every area of your life. It’s more than simply your savings or the investments you may have.

It’s about the way you spend it, save it, invest it, use it, need it, and want it. Your financial life includes your house, your job, your family’s education, your monthly budget, your retirement planning, and your credit cards. It’s about your ability to defer pleasure versus your desire for instant gratification. It’s how you decide whether to take that vacation, buy that furniture, or go out to dinner versus using that same money to build your nest egg, save for retirement, or fund your kids’ college education.

It’s also about how you vote and what you expect from your government, because guess what—your elected officials may not speak money with the same accent you do!

The two of us speak money every day for our job, trying to translate what is happening in the halls of Congress, the boardrooms of corporate America, and the humming ports of China. These stories are connected to your everyday life; of that, we are certain. The culture of commerce is everywhere, and it affects your interest rates, your job prospects, and your retirement hopes.

There’s very little information that doesn’t have something to do with money. Whether it’s a drought in far-off western China or a two-year redevelopment plan on a busy street in your town, these events can have a meaningful impact on your life and on your finances. It’s certain that they’ll affect you. If you know how to speak money, you’ll be able to take advantage of them.

That drought in China? If the lack of water means that the Chinese can’t grow enough grain to feed their own people, they’ll be forced to buy food from other countries. That will push up worldwide prices for wheat, corn, and rice, and everyone will feel the pain at the checkout counter in the form of higher grocery bills. But at the same time, those who are fluent in money might invest in a commodity fund that positions them to capitalize on the rising price of basic foodstuffs.

As for the redevelopment plan in your town, watch what happens in the early stages, when jackhammers and bulldozers start ripping up the street. As sidewalks narrow and dust fills the air, retail businesses close and property values fall. People prefer not to shop or eat in the midst of a major construction project; and no one wants to live on a street that sounds like a war zone. But when all is completed, money comes back to an improved neighborhood. The streets look better. The buildings have new facades and they appear more upscale. Those who were able to wait out the process—or who bought in during the active phase—find their stores and homes are now worth more.

We also acknowledge that people approach money differently and use money to express themselves in an almost infinite number of ways. Just like us, two people can have different wants, needs, and expectations from money. Speaking money in your personal relationships also means understanding where your friend/partner/spouse/co-worker/kid is coming from and knowing there is no wrong answer.

To be fluent in money, you have to use it to express your own thoughts and your own wants and needs. You have to give it your own spin, just as you speak English (or whatever language you speak) with your own individual vocabulary, accent, and syntax.

Understanding Money

As commercial and trade barriers have fallen, money has taken on a decidedly international flavor. We now have access to opportunities in countries that were formerly not sufficiently developed to deliver the requisite transparency and verifiable information that investors demand. Schools now teach skills that will enable us to land jobs in almost any country on Earth. While the pace of change is obliterating certain ways of working, it’s also creating new careers with outstanding growth potential for those with the foresight and commitment to take them.

At the same time that the world is becoming increasingly money-fluent, money is becoming more intimate as well. We’re learning more about basic, fundamental differences between men and women; differences that affect their approaches to wealth building, budgeting, and planning.

The thing is, everyone speaks it differently. That’s among the factors that make money such a fascinating language. Ali sees a stock market decline of 635 points, and is instantly scouring the S&P 500 for potential growth sectors. Christine sees the same decline, and thinks first of how many more months of working it will take to fill up the college savings fund again.

You can’t speak any language—money included—without understanding some basic principles. You have to know the nouns, the verbs, the rules for conjugation, where the modifiers go, and more. Understanding these things is easy in languages we’ve heard from birth; but it can be more difficult when we’re learning one for the first time. With any luck, though, money isn’t completely foreign to you—you may just need a refresher course.

Nouns, as we all remember from junior high school, are names of people, places, and things. (There are also what are called abstract nouns: honor, duty, friendship, and so forth; but this is a financial book, not an English lesson.) In the world of money, nouns name the areas of your financial life and the products that can help you achieve your goals. They include words like budget, education, investments, career, and others.

Money verbs—action words—include study, apply, buy, sell, hold, trade, train, and many more that describe steps you take to secure a better future for yourself and your family. We could go on to draw analogies for adjectives, adverbs, conjunctions, prepositions, and even expletives, but really . . . enough already.

Where Are You?

The other parts of money you need to know are the grammatical rules that guide putting the various words together. This begins by understanding where you are in the life-building process. The steps that a college student should take are different from those recommended for a 35-year-old. A married mother of two must chart a different course from the path chosen by a single, unattached male. A couple nearing retirement has neither the requirements—nor the range of options—of a couple in its prime earning years.

What are the biggest impediments to obtaining the life you want? The life you need? The obstacles fall into two categories: external and internal. The external factors include the big, macroeconomic shifts taking place around the world. You can’t influence them any more than you can affect an approaching hurricane. The best you can do is to understand them and deal with them.

The internal factors, though, are completely under your control. These include how much money you spend, how much you save, and how you position yourself for success in a changing world. If a storm is coming, then a storm is coming: You can’t change that. But if a storm is coming and you don’t prepare for it—if you don’t close your windows, put batteries in the flashlight, and put the car in the garage—then the damage is likely to be your own fault.

Neither you, nor your spouse, children, parents, boyfriend, girlfriend, roommate(s), partner, significant other, dog, cat, or goldfish is responsible for the Great Recession. You’re not responsible for jobs lost in the American manufacturing sector or the budget deficit. If you own a home, you’re not responsible for it perhaps being worth less today than it was when you bought it. (That is, unless you bought it with an interest-only loan with no money down and fudged your income in the loan process. We can’t help you with that.)

But you are responsible for the way in which you respond to these realities. Complaining is not an action plan. Blaming the universe won’t help you fix things. You need to move forward despite the unfairness. Life is tough: You must be tougher.

So we’re going to give you a series of language lessons to help you understand those previously foreign areas of your life. You’ll see how to live below your means so that you can put money away for the future. You’ll learn what jobs offer the best growth prospects, and where those jobs are located. You’ll understand that globalization—among the most feared words in the lexicon—need not be a threat; it can be an opportunity. And you’ll discover that, no matter what your age, you can start making it better.

Getting to Where You Want to Go

The first order of business is to understand who you are and where you are. What do you like? Can you narrow it down? What’s your appetite for risk? How much do you know about investments? Do you live on a budget? Are you a planner? Are you disciplined? How old are you? Do you have a family or are you unattached? None of these markers say much in and of themselves, but collectively they can help you open profitable doors and close the drafty ones.

If you’re young enough to still be in school, then the world is your oyster. True, jobs aren’t as plentiful right now as they were in the mid-2000s, but you can still pursue a course of study that will lead you to an in-demand career. If you’re somewhat older, perhaps engaged in a career that doesn’t seem as rewarding as it once did, maybe it’s time to consider transitioning into a field more in line with your talents and expectations.

If you’re nearing retirement, or wondering how you’re ever going to retire, let’s look at the careers and life opportunities that would benefit from the experience you’ve accumulated in your years on Planet Earth. Remember, you’re in charge of your own life. You have choices. Only you can judge which choice will be most satisfying for you. Our job is to lay out the options, provide guidelines, offer our perspective as professional financial journalists, and let you know that you’re not alone in this effort.

We don’t want you to be afraid of money when you’re talking with your family, with your boss, with your credit card company, or with a prospective employer. We want to make sure that you’re comfortable enough with the basics of this material to take the next step and start building wealth on your own. Instead of being defensive about financial issues, we want you to be assertive enough to get your money to work for you.

When you boil it down, we’re all looking for comfort and happiness. Each of us may define those things differently, but money is the common tool that makes them possible. We can’t say it enough: Please understand that we’re not talking about the race to acquire a lot of money, because that’s not what we’re about. We just want to make sure that you’re not sabotaging yourself by not knowing how to speak the language.

At the end of the race that we call life, the people who are successful and comfortable are the people who made sure they had a cushion there. That cushion brings a pretty significant sense of calm, and it gives you the freedom to pursue other things that make you happy.

In our 10 years of working together as financial reporters, we’ve observed trends, fads, bubbles, and troughs. We’ve seen bull markets and bear markets, and we’ve seen conditions that were good, bad, and—recently—quite ugly. Our takeaway is simple: There are no shortcuts to success; there are no get-rich-quick schemes that work. Success takes planning, discipline, and dedication. Wishing is not a strategy.

But the good part is that the steps you need to take are really not so difficult. They’re logical and doable. Once you begin to learn the language, each subsequent step is easier. Once you start to move forward, you build momentum quickly. As Isaac Newton put it some 350 years ago, “A body in motion tends to stay in motion.” That body can be yours.

Getting Started

You know more about money than you think you do. There is an intimidation factor that exists with money that doesn’t exist in other areas of our life. But we are here to tell you that you make important decisions every day without necessarily thinking that they are money decisions. For example, so many decisions about education are ultimately, financial decisions. Your kid gets a bad report card, and earns from you a week grounded from the cell phone. That is a financial decision—you are angry about the grade because of what it means for his future college and job prospects. And the grounding is powerful incentive to change the behavior by denying the kid a reward that has financial value he relies on. Even what you eat for lunch is a financial decision. That’s why lunch specials do so well. Christine loves cucumbers and celery at the company salad bar. Ali likes to remind her that those are the worst return on her lunch money. Sun-dried tomatoes and beets, believe it or not, are more valuable per ounce.

But most people aren’t like us, weighing just about everything as a financial transaction.

We don’t recommend obsessing about the relative value of sesame seeds versus bacon bits, but we do think too many people get bogged down in the details of their financial life at the expense of the overall picture.

Mapping a coherent strategy can be difficult. We often see people who have painstakingly paid off debt to improve their credit score, only to borrow too much money again, reverting to the old ways that started the problem in the first place without getting even a step closer to more retirement money.

So you need to define your needs and wants (two different things), relate them to your position in life, and then—and only then—map out a plan to make the two conform to each other.

Most people pick up whatever they know about money haphazardly. Very few of us grow up reading the Wall Street Journal. Not that many of us have parents who educated us about saving and investing, about making financial choices, about budgeting. It’s ironic that there’s more emphasis on sex education than financial education in our public schools.

Life costs money. That’s why you need to understand your finances.

—Thomas Wynbrandt, American author and songwriter

What we know tends to come from experience. Some of us work through high school; more of us work in college; and all of us (we hope) find jobs and enter the working world after we finish our formal educations. But while we may know what it means to pick up a paycheck and to pay our bills, fewer of us understand how to structure a financial plan that will help us build for the future.

To fill the gap, some of us hire financial advisors. We nod along and pretend to be knowledgeable when they present us with their strategies, all the while hoping they know what they’re doing. Because not only don’t we know enough to develop our own plans, we don’t know enough to evaluate the ones they’ve prepared for us.

Our secondary schools should do a better job of making students financially literate. Every student should know about interest rates, investment categories, the difference between good debt and bad debt, the power of compound interest, and all the other subjects that, when understood, can help them make the right choices to gain control over their financial lives.

In today’s world, speaking money is a basic survival skill (have you been watching the news?), just as important as knowing how to drive a car or send a text message.

The truth is, it’s never too early and it’s never too late to begin saving and investing your money. And just about every decision you make is a step toward that goal.

The Key to Wealth: Live Below Your Means

We’ve all heard stories of people who lived beyond their means. Just a few years ago it was very easy to do—rising real estate prices meant that just about everyone could borrow against the value of their home and have a good time with the money: ritzy vacations, giant hi-def televisions, fancy cars—you name it. But with the crash and the attendant recession, that kind of extravagance (And frankly, some lived beyond their means to pay for college tuition and medical bills—extravagant no, but a dangerous position to be in.) became not just obnoxious, but impossible. Many of those people lost everything, including the homes that fueled their behavior in the first place.

The smart thing to do is to live below your means, and to put the money you don’t spend to work for you. How? By investing it. Your choice of investment vehicle is up to you, but the basic principle—putting your money to work—is constant.

Most everyone feels they’re already doing all they can. And most everyone turns out to be a little bit wrong. To get a real handle on your spending, you must have a budget. A real budget. A budget that tracks every dollar you spend on everything: housing, transportation, food, entertainment, laundry, clothing, tips, pets, kids, lottery tickets (a poor strategy for building wealth, but a strategy nonetheless)—everything.

In each category of expenses, there are probably creative ways to reduce your costs and free up some funds you can then put to work. Not all of these creative solutions will square with your idea of a Cliff Huxtable household, but they will work, and that’s the important thing.

Living below your means is the one character constant we’ve observed in all the successful CEOs we’ve ever interviewed. Many of them are naturally frugal, unimpressed by the showier trappings of wealth. Some had frugality forced on them by circumstance, and they found the discipline beneficial. A few others we’ve covered over the years lived to the max, the equivalent of the ugly American on the demure streets of Paris. Many of those are serving time. But hey, that’s probably just a coincidence.

Change with the Times

More and more, we’re seeing people adapt to changing circumstance in ways that are innovative, intelligent, and heretofore uncommon. Take housing, for example. Many families have added an extra generation to the household. When Grandma or Grandpa (or both) move in, they help with the rent, help with the kids (a major plus in a household with two working parents) and they no longer have to carry the expense of their own residence, freeing up money for the extended family as a single unit.

This won’t work for everyone, but the pursuit of financial independence often requires a few sacrifices. And let’s not forget that multiple generations under one roof was the norm in this country (and in all societies) not that long ago. Most families who have tried it say the benefits go far beyond the financial. They say it builds a sense of closeness and unity that is emotionally satisfying for all members of the household.

Food is another area in which it’s possible to economize. Cutting back on restaurant meals is the easiest step. Cutting back on take-out is next. The third step is to be a more careful shopper. Buy nonperishable items in bulk. Use coupons—their use has soared in the past two years. Take advantage of flash sales on Groupon and other social networking sites. Your savings can be significant.

Start putting your money into different buckets. We did a story recently on a 14-year-old Florida boy who already has four separate bank accounts. One is his savings account, one is his checking account, one is his college fund, and one holds the money he’ll use to buy a car when he’s old enough to drive it. The young man puts at least $10 into the bank each week. That’s the kind of consistency and discipline we’d all do well to emulate.

By dividing your money into different pools, depending on what you want it to do for you, you’re doing more than just accumulating it—you’re giving it a purpose. It makes it easier to save, because the reason you’re saving is more concrete. If you’re saving for a car, for example, you can feel that car coming closer with each deposit you make. If you’re planning for a new kitchen, having a new-kitchen account will make that item increasingly real for you, spurring your efforts to reach the goal more quickly. (That said, our reporting has shown that a kitchen renovation is an expensive investment that will not return all of your money. Perhaps you should consider a “new siding” or a “new insulated garage doors” fund instead. People fluent in money are making those investments. Until the housing market improves, we are not ready to recommend a fancy kitchen renovation as a good investment. But if you want a new kitchen because it makes you happy and you can afford it, we hear ya. Go right ahead.)

It’s Up to You

One more word of advice: Don’t expect help from anyone. Assume you’re going to have to do it all on your own. It would be nice if you had a support staff, but you don’t. Take charge of your life. When you do that, you’re learning how to speak money.

We live in difficult economic times, and it doesn’t appear that they’re going to get much easier anytime soon. That’s why you need this book. You need to be able to speak money in order to live your life well.

Here’s how we’ll do it. We’ve divided the book into 12 chapters, each of them dealing with a different area of your financial life. We’re writing the book together—Ali and Christine, Christine and Ali. But just because we’re writing it together doesn’t mean we agree on everything all the time. No two people do. So where we disagree, we’re going to give you both points of view. Neither is wrong; it’s simply that there’s more than one way to be right.

In fact, that’s one of the most important things to understand about speaking money: It’s personal. Your decisions have to be right for the person you are. Ultimately, you’re the only one who knows how important that car, that vacation, or that TV is to you. Only you can decide whether the pleasure you’ll get from a given purchase outweighs the potential value of that same amount of money if you invest it instead.

Again, it’s your life. You should build it so that it’s satisfying to you. We can (and will) give you the tools, and we can (and will) show you how to use them. But what you create is strictly your call.

Different Strokes, Different Folks

The person you are is a combination of your genetic makeup and the experiences you’ve had. Those experiences start with home life and expand as you get older to incorporate more of the wide world around you. For us—Christine and Ali—our differences are completely understandable in light of our dissimilar backgrounds.

Making Your Plan

There are no short cuts in getting where you want to go. But, fortunately, there are paths you can follow that will lead you to your destination. Our friend Bruce Sellery, a very successful financial expert and best-selling author, laid out a five-step program in his book, Moolala. The steps are easy and straightforward, and they make a lot of sense.


How to Speak Money—Talking Points

[image: image]

Ali says

My father, my grandfather, and my uncle were business people in South Africa. They ran a big industrial bakery there. They were also anti-apartheid activists. When the government began to crack down on their political activities, my mother and father decided to leave. My father was 25, my mother was 18, and my sister had just been born.

They moved to Kenya. My father opened another bakery and he ultimately landed in real estate. Then I was born. Eventually, my parents felt the political situation there wasn’t stable enough for the long term. So when I was one-and-a-half, we all moved to Canada, where I grew up.

At an early age—I think I was 12—I began investing in stocks. I loved to get the newspaper and check the price of the stocks I owned. It was the same way some kids check baseball stats, only much nerdier.

Being only 12, my stock-picking methodology wasn’t very sophisticated. But I wanted to learn, and a few years later I had a stockbroker and we would talk about various companies. In retrospect, he must have been quite amused. I was barely 15.




How to Speak Money—Talking Points
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Christine says

I grew up in Iowa, the granddaughter of farmers, a profession among the riskiest in the world. In the best of times, farmers deal with shifting variables and unrelenting uncertainty.

You are always at the mercy of the weather. If it doesn’t rain, it rains too much. If there is hail or pests or drought or flood, it will wipe you out. A broken tractor part at the peak of planting or harvest is an immediate cash nightmare.

Even deciding what to plant—corn, soybeans, wheat, maybe try cotton this year since it is forecast to be dry?—is fraught with huge financial implications. Some farmers owe the bank for the seeds, for the note on the combine, for the trucks, for just about everything else.

Then there is another kind of farmer—incredibly risk averse. That was us. My maternal grandparents paid cash. They planted one year with the profit from the last. That was passed down to me. My dad’s folks were equally careful with money. Their cultural references were the sinking of the Titanic and the Great Depression—both exercises in risk run amok. These were powerful influences for a little girl.




1. Lay the foundation. Answer the question, “What’s my money for?” In truth, it’s for everything—it’s for experiences, it’s for living, it’s for contributions, family, stuff, and wild cards. So understand what you need from your money. Once you answer that question, you can take a deep breath and start to relax. You’re on your way. Because once you’ve identified your interests, it’s much more likely that you’ll make the responsible decisions, rather than buying the Jimmy Choos or the Rolex.

2. Determine what you want. There’s a big difference between “retirement” and “living in a villa in Tuscany” or “getting a master’s degree in French Literature.” One is vague and boring; the others are specific and exciting. The more you visualize exactly what you want your future to be, the easier it will be to achieve it. (This concept of visualization, by the way, is exactly the discipline used by star athletes to reach their full potential.)

3. Develop a plan for your money. It’s funny. People develop plans to lose weight; they adhere to a plan at the gym; they’ll develop a plan to launch a product at work; but when it comes to their finances, they’re often lost in space. That won’t cut it. Figure out what it will take to get you to your goal.

4. Take action on your plan. We’re a procrastinating species. And when we realize we haven’t done anything, we ask ourselves, “Why haven’t I taken action on my plan?” Well, there are likely a million reasons. And while they may all be legitimate, they don’t really matter. So the question we should be asking is, “What will it take to get me to take action?” It may be creativity, patience, discipline, courage, or a combination of them. But you’ve got deep reservoirs of each of those qualities. Don’t be afraid to move forward.

5. Stay engaged. Wouldn’t it be great if you could fill your refrigerator one time and it would stay full for the rest of your life? Needless to say, it doesn’t work that way. You have to keep on top of it. It’s the same with your money. If you don’t keep control of your financial life, the future will just happen to you. You deserve better.




[image: image] How to Speak Money’s Words to the Wise


1. Self-awareness (sel•fa•wair’•niss): Know your own mind. Only you know what will make you happy. Only you know where you want to be in 3, 5, 10, or even 20 years. Once you define your individual goals, you can then begin planning to reach them.

2. Big Picture (big•pik’•sh’r): Don’t get so caught up in the details of money management that you neglect the large, strategic issues that are most important to your future. You need to look at the whole forest, not the individual trees.

3. Under-spend (un•d’r•spend’): Live below your means. The less you spend now, the more you’ll have to invest for later. It takes discipline and focus, but spending less than you earn is the only sure path to growth.









CHAPTER 2

We Fight About Money, Too

Talking about money, even between friends and spouses, has become one of the most difficult conversations in America. Why this should be so has any number of explanations: It’s rarely a pleasant talk (it’s generally akin to showing a bad report card to your parents); it goes to the heart of who we are; all our values are wrapped up in it; it’s fertile ground for disagreement; and the news has been so bad, there really isn’t a happy conversation about money these days. No one we know has ever started a financial discussion by saying, “We have way too much money and we’re not spending nearly enough.”

So these are not blithe chats. But we must talk about money, candidly and regularly, if we’re to hack our way through our collective defenses and get to the pure, molten heart of the issue. And the issue is: Money cannot be ignored.

Parents know their children are the most important things in the world. That’s why you raise your children. You watch over them and care for them. You guide and nurture them. Their future is important. Well, your future is important, too. You must raise your money as carefully as you would your kids.

In many ways, it’s easier. Money won’t talk back, won’t engage in inappropriate behavior, and won’t stay out late and forget to call you. It will do exactly what you tell it to do while obeying the laws of the economy and the market.

Money, though, is an arena in which our deepest hopes and fears are expressed in symbolic form. Some people find it physically painful to part with money. (Christine.) Others can’t wait to spend it. (Ali.) For some, accumulating money in the bank brings welcome feelings of security and peace. Others seek the emotional high they get with the purchase of a new gadget or a new handbag.

We bring so much baggage to discussions of money that Douglas K. Flynn, a New York–based certified financial planner and a principal at Flynn Zito LLC, told us, “We often joke that we should have a couch in our office, because once people start opening up about money, then it all comes out.”

In courtship, the most important money discussions rarely take place before people commit to one another. “When you’re thinking about getting married or becoming a significant other,” Flynn said, “Do you know what kind of person you are? Do you know what kind of person the other person is? People don’t seem equipped to have these conversations.”

Or maybe they just don’t want to know.

Stacy Francis, principal of Francis Financial, a financial planning firm in New York City, echoes Flynn’s thoughts.

“Unfortunately,” she said, “Many couples don’t talk about money before they get married. They have no idea that their partner has $50,000 in credit card debt until they get married and they go to buy their first home together.

“Money is an issue that many people are worried to talk about. Either they don’t want to offend someone, or they worry that a person is not going to love them because they have a spending issue, or whatever. They’re much more willing to talk about sex,” she said.

So it’s pretty clear that while discussions of money between two consenting adults is not exactly taboo, there are many obstacles to bringing it out in the open.

The problem is the value judgments that we fear others will assign to our money habits. If I enjoy shopping, does it mean that I’m shallow, weak, frivolous, arrogant, or highfalutin? If I prefer to put my money in the bank rather than part with it, does it make me a tightwad, a Scrooge, a stick-in-the-mud, or cruel? It’s odd that in this day and age, when we’re encouraged to be who we are in so many areas of life, that we worry so about how others will interpret our money habits.

So be who you are. And understand, as Stacy Francis, put it, “Every person has a different financial DNA. Each person has an individual approach to dealing with and spending money.”

She noted that, “Money is a part of every piece of your life. The money histories that we each have—that created us and formed us, that really molded our behaviors and our beliefs about ourselves and about money—were formed so long ago. It’s not something that you can undo very easily.”

In other words, our money behaviors aren’t something that’s added on to us; they’re an outward expression of who we are at the core.

A Failure to Communicate

It might seem like a little white lie that doesn’t hurt anyone—hiding a credit card, downplaying your debt to your significant other, even lying just a little about how much you make.

But love and money experts agree—too much debt and frequent disagreements about money can be disastrous. Like everything in a relationship, communication is key.

Many behaviors can have a negative impact on a couple’s relationship:


	Hiding debt: Some bring huge debts into the relationship and hide them.

	Resent spending: Sometimes savers resent their spouse’s spending.

	Revenge shopping: Sometimes a spouse secretly spends for revenge, or to display independence.



So the question is, if you’re telling little white lies about your money, does that show you don’t trust your spouse or are you worried your spouse won’t trust you?

Jacquette Timmons, the author of Financial Intimacy, told us, “If you are afraid to talk about money, what else are you not discussing in your relationship?

The key issue? “It’s trust. It’s never just about the money. It’s about what’s revealed as a result of that.”

According to a survey from Forbes Woman and the National Endowment for Financial Education, 31 percent of Americans who have combined their finances say they’ve lied to their spouse about money. Sixty-seven percent of that group said their behavior caused arguments. And 16 percent broke up as a result.

Not surprisingly, many of those lies are about debt, a potential marriage destroyer. A certain amount of debt is quite common in today’s lives, but too much suggests we’re out of control. And that’s not good.

Research from Utah State University shows that thrifty couples are happiest and too much debt can ruin a marriage.

Jeffrey Dew, a Utah State University professor, states it clearly: “Couples with consumer debt tend to fight more, they are more stressed about their money, and some recent research that I have done even shows that consumer debt is associated with divorce.”

Dew says that a couple with $10,000 in debt and no savings is about twice as likely to divorce as a couple with $10,000 in savings and no credit card debt.

“When your savings can take the financial pressure off, then couples are able to focus on each other rather than on the financial problems that they have,” he added.

If you have debt, you’re going to need both patience and a plan. You’ll likely be going through some stress.

Jacquette Timmons notes, “It’s going to put a spotlight on how well you communicate. Do you share the same values? Do you have the same goals?”

The only thing that will get you through is communication. Open, honest communication. The good news is that communication, at least, is free.

How Do You Have a Difficult Conversation?

There are probably as many ways for couples to talk about money as there are relationships. But not all are equally effective. Simply dropping the checkbook and a stack of bills on your partner’s lap when she is watching television, for example, might not be the best approach.

Some couples have financial dates. Once a month, they get a baby sitter, go out, have a glass of wine and go over what the spending was for that month. They review their savings, their 401(k)s, their 529 plans, and the emergency account, to see if they hit their goals. Because they’re working jointly toward common goals, these dates not only address the immediate purpose of the evening, they tend to strengthen the bonds between the couple as well.

The tenor of their evening brings up another critical point. In discussions with someone you love, it’s important to come from a place of honor and respect, not, “I’m right and you’re wrong.” There are many valid points of view, since right and wrong are relative terms here. Money, as we’ve seen, is a highly charged issue. Your goal should be setting your relationship on a solid financial foundation; your goal should not be to win an argument.

The only thing money gives you is the freedom of not worrying about money.

—Johnny Carson, late-night television host

Doug Flynn sees this dynamic played out every day in his role as a financial planner. Usually, he says, couples are driven to his office by a feeling that they need to gain more control over their financial affairs rather than a pursuit of any individual objective.

“Retirement’s always up there,” he said. “Putting the kids through college is always up there. Often, it’s about buying homes and second homes and stuff like that. But it’s really about getting a handle on what a couple needs in order to have the lifestyle they want. What is it that they need to do?”


Argue Box

Christine says

[image: image]I hate to part with money. I’m very deliberate in my decisions and it can take me a long time to make them. When the recession hit a couple of years ago, it was all I could do to not take my money and hide it under my mattress. Knowing money is there gives me a feeling of peace. It’s one of the reasons I admire entrepreneurs and risk takers who can swallow their unease and make a bold move to grow wealth. Caution is in my DNA!

Ali says

[image: image]I’m a terrible saver. That’s why I need my money to make money for me. When the recession hit, I stayed with my plan. I kept my money invested, did some rebalancing and let the market take its course. That strategy paid off, as it always has.



Flynn assists these couples in developing plans that will work for them. Often, his simply being a neutral facilitator rather than someone with a stake in the outcome helps the couples reach decisions they might not have achieved on their own.

“Once they understand, ‘If I do this and I put my kids through school and after I do that, I can retire comfortably,’ then they can go home and spend the rest of that money because they’re covering what they need to do. The problem is that most people don’t have unlimited funds, and they have to make choices. How do you spread your wealth? Where do you apply the money? It’s not a matter of us dictating goals. It’s a matter of the couple determining which goals are most important to them.”

These are discussions you need to have in your own household. What goals are most important to you? How much are you willing to sacrifice to attain them? What’s your tolerance for pain? How much will it hurt to take a staycation instead of a vacation? Conversely, will you be able to enjoy a night on the town if you’re feeling guilty about the more prudent ways in which that money could have been used?

Perhaps we’re being too harsh in trying to dish out a bit of tough love. The truth is that speaking money in your relationship and following through on the plans you make needn’t be the financial equivalent of a forced march.

Once each of you realizes where the other is coming from, it may be easier to give yourself—and your other—individual comfort space while still respecting the overall mission.

One couple we know resolved their spending arguments through the use of three accounts: one for him, one for her, and a joint account for their family finances. He, the spender, used to dip into their joint savings to buy the gadgets and gizmos that made him feel up to the minute. She, the saver, treasured her weekly massages and not much else. The discrepancy in their spending patterns was a lightning rod for trouble.

Now, each of them has a monthly allowance, placed into their individual accounts, to be spent in any fashion they choose, no questions asked. The allowance is not a significant sum, but it’s enough to let each of them afford the small indulgences that make their lives more pleasurable.

Yes, he has occasionally spent his entire allowance before the month was out and then asked for money from his wife’s account; but she’s refused. He’s respected her decision. A deal’s a deal.


[image: image] Three Keys to a Meaningful Financial Conversation


1. Take the initiative (someone has to do it).

2. Be honest with your partner.

3. Be honest with yourself.





That last item, be honest with yourself, is a very important one. Sometimes we say that we don’t talk money because we don’t want to provoke an argument. But maybe it’s really because we don’t want to face up to our own financial responsibilities. Maybe as long as we can blame the other, either out loud or in our own minds, for the fact that our savings are lagging, that we haven’t done what we said we’d do, that we bought that thing we wanted but knew we couldn’t afford—then we don’t have to look in the mirror and point the finger at ourselves. It may be better to light a candle than to curse the darkness; but the latter activity is much easier.

The objective of a couple’s frank and constructive (to use the diplomatic term) discussions isn’t to make you into someone you’re not; it’s to find a way to be who you are in the context of a relationship, with the understanding that not all gratification can be instantaneous.

Doug Flynn notes that in a successful relationship, “Someone takes the saver role and someone takes the spender role.” That’s true even if neither is a true saver nor spender. It’s simply that relative to each other, one will be more a spender or saver than the other.

Flynn continued, “I’ve had men savers and women spenders and vice versa. It’s not a gender thing. All I know is that the most successful marriages have one and the other. They balance each other, and striking the balance is the goal.”

In a regard to who in a relationship initiates a financial discussion, Flynn offered an analogy: “If one of the kids throws his shirt at the hamper and it doesn’t make it in and it’s sitting on the floor, who picks it up? It’s the person who it bothers more.”

It’s the same in speaking money, he said. “Someone takes the lead role and someone takes the back seat. The person who takes over is the one who will be more bothered if their goals aren’t reached.”


Argue Box
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Obviously we are different. But our differences don’t make us incompatible.

We’re also (thankfully) not married to each other. Each of us has a real-life spouse with whom we negotiate the budgetary, investment, and other financial responsibilities that every family has. But you’d be surprised at how many couples have widely divergent perspectives on financial matters, and how difficult it is for them to achieve a satisfactory compromise.

It’s often said, fights about money are the number one cause of divorce in this country. And, in a recent poll conducted by the National Foundation for Credit Counseling (NFCC), more than a quarter of all respondents said that their financial situation was the leading cause of stress in their marriages.

Gail Cunningham, spokesperson for the NFCC, wasn’t surprised to hear it.

“Financial concerns stay with you 24 hours per day, seven days a week,” she said. “They are there when you wake up and when you go to sleep, at work, and at home.”

Today, with the economy still in turmoil, and with unemployment and underemployment high, financial stresses are likely to be particularly troubling for families.

The recent 18-month recession was declared officially over way back in June of 2009. But many consumers still feel the pressures. In fact, a recent Gallup survey revealed that more than half of Americans believe the U.S. economy is in a recession—or even a depression—in spite of what the economists tell us.

But it’s not only the unemployed who feel the stress. Those people who are fortunate enough to be employed are likely working long hours, taking on extra responsibilities and accepting pay freezes and declining benefits, any of which could add to their level of discomfort.

These stresses affect us in our roles as parents, spouses, and significant others. Concerns related to the basics of life, things such as paying the rent or mortgage, putting food on the table and keeping the lights on can wear on people and put significant strain on their home life, something the children cannot ignore.

To get through the difficult times, (cue that old cliché) communication is key. Although we disagree about many of the specifics of handling money, we recognize how important it is to communicate with your partner, to be honest about the situation, about your feelings, and to discuss the issues as unemotionally and rationally as possible.

Of course, if you’re a single individual living by yourself, you have the luxury of doing things your way without any interference from others. If you have a spouse, though, or you live with a significant other, then you must be able to talk about finances and develop a plan that pleases you both. You must be able to do three things: verbalize, strategize, and—yes—compromise.


How to Speak Money—Talking Points
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Christine says

Many couples make a major mistake: They think financial planning is saving for the dining room furniture or getting ahead of the Disney cruise for next year. Those are the kinds of financial plans that should be tangential to the overall picture.

Most people only think of things that matter to them right now, and that’s what they’re saving for and working toward. There’s a whole world out there that needs to be addressed first, before they get to that. People need to take a more holistic view.

If you have the big picture in mind, if you know what you want your money to do for you and you’re working toward that goal, then saving for the vacations and all these other things becomes easier.



Verbalize: You have to be able to discuss your feelings, to articulate the concerns you have and to be very specific about them. If you keep your eyes on the future and your significant other is too focused on the here and now, you must find a way to communicate that you’re not comfortable with his course of action.

That’s easier said than done, of course. In fact, couples therapists have many techniques for helping people overcome the difficulty in initiating this awkward but crucial first step. There are few areas of marriage more contentious and almost none more important.

Our friend Jeff Gardere, often called “America’s psychologist,” gets close-up views of interpersonal dramas regularly. As “Dr. Jeff,” he’s a well-known figure on television programs and a sought-after speaker on family topics. Couples bring their financial issues to his office with alarming frequency.

“The most important thing,” he said, “is to realize that there is a problem and that one person can’t fix it alone. A couple has to work together in solving whatever the problem is.”

Often, he noted, the issues are deeper than they may seem at first. “It’s not just about someone being weak or being addicted to the pleasure of shopping—there are issues behind those behaviors. It’s complex.”

Today’s economy doesn’t help. “Almost every couple I work with and almost every single person I know,” said Dr. Jeff, “stresses out about money—making enough money, paying their bills, worrying about whether they can pay their mortgages, what’s going to happen in the future, whether they can retire. So it’s a major, major issue.”

Many financial worries are logical. They’re not psychological symptoms of deeper emotional problems. Dr. Jeff believes that it’s completely appropriate to have financial concerns in today’s difficult climate. So when do money worries cross the line into problems that require a therapist’s assistance?

Dr Jeff again: “It’s when your anxieties or worries about money keep you from fulfilling your responsibilities—whether it’s being a father, a mother, a worker, or whatever your job is in life. If you’re unable to work or you’re compromised at work, that’s when professional help is appropriate. If, for example, you’re acting out with alcohol, drugs, or affairs; if you’re keeping secrets; if you become a shopaholic; if you’re at each other’s throats—that is the major distinction.

“It’s normal for all us to have worries about money,” he said. “It’s when those things interfere with your functioning that I, as a professional, would be concerned.”

Ultimately, he said, “The couple must find happiness and stability in their relationship, and that will help solve the other issues that are going on.”

Strategize: maybe you weren’t born speaking the same language. Fine. Once you recognize and bring up the problem, you’re going to have to figure out a way to work together and solve it. If your husband’s desire to save every last penny means that you never get to go out to dinner, you may suggest having a date night every other week or so. If it’s a question of whether you can afford that new furniture, new car, or new school, discuss it rationally, understanding that each of you may view money very differently.

If you look at the issues that divide you, and you consider them from every perspective, the chances are very good that answers will suggest themselves. The more you can open up the lines of communication, the greater the likelihood of successful resolution. It may not be easy, but it almost certainly will be possible. When you realize that some of the most explosive geopolitical problems of the century have been defused over a conference table, you can see that your interpersonal financial troubles can probably be resolved in the same way.

Compromise: Look for areas of agreement, not the places you always fight. Chances are you both understand what’s at stake and why you need to make some changes. Seek to meet one another halfway. Look to make your money go further. Again, consider the bigger picture. You’re seeking to mend, or at least improve, what is probably the most important relationship in your life. Don’t try to win the battle at the expense of losing the war.

Ali and his wife used to fight about restaurants on vacation. She liked fancy; he liked simple. The in-between restaurants on which they invariably settled pleased neither of them. So they divided the nights: She got half and he got half. Now, when Ali sits in a three-star restaurant that his wife has chosen and he dines on an exquisitely prepared multicourse meal, he relaxes. And the next evening, when Lori’s standing on a corner as her husband hands her some curious-looking street food he’s just purchased from a vendor with a wheeled cart, she goes along with the adventure.

Neither has a high degree of investment in the other’s decision, so much less is at stake for each of them. They’ve managed to let go, and that’s often the first step to coming out ahead.


[image: image] How to Speak Money’s Words to the Wise


1. Openness (oh’•p’n•ness): Money is a complicated subject for each of us. It’s fraught with baggage on many levels. So recognize that others may have their own ways of speaking money that are as valid as your own, even if different.

2. Honesty (on’•ess•tee): In almost any relationship, money can be a minefield. But couples should discuss the subject honestly with one another—they need to share their goals, their attitudes toward money and their spending habits. Ideally, they should do so before marriage.

3. Love (luv): Be nice to your significant other when you’re fighting about money. Try our three Speaking Money steps to conflict resolution: (1) verbalize (bring up the issue), (2) strategize (discuss the things each of you could do to remedy the situation) and (3) compromise (develop a plan in which each of you gives a little). Remember, your goal is to solve the problem, not win an argument.
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