BOOK EXCERPT

LW
- v y

ti ’ na 3)\6 ‘ﬁ(_&i

——— < WAR A

ILLUSTRATIONS BY JUDE MACERENEBLACK ENTERPRISE : WWW.BLACKENTERPRISE.COM : SEPTEMBER 2007 | 95
S |




BOOK EXCERPT THE EMOTIONAL SIDE OF MONEY

OUR EMOTIONS DETERMINE OUR
financial success or failure. This is the guid-
ing principle examined by Alvin Hall in his
latest personal finance title, You & Your
Money: It’s More Than Just the Numbers
(Atria Books; $24). To understand your own style of financial man-
agement, he says it's first necessary to be comfortable in your own
skin: to know and accept who you are, what you want, and what
money means to you.

GETTING TO KNOW YOU

Here are eight exercises that will help you get to know your own
money habits and tendencies better. You don’t necessarily have
to perform all eight; instead, you can pick the two or three that seem

Once you’ve created the list,
consider what it tells you about
your present and future
sources of income.

most relevant to you and see what they can teach you. The goal
of all eight exercises is the same: to help you better understand the
role of money in your life. How does money bring you happiness?
How does it cause you regret, anxiety, or disappointment? Answer-
ing these questions is a vital first step toward defining the kind of
relationship you'd like to have with your money—and taking the
steps necessary to achieve it.

Keep a diary of your spending and the emo-
tions that go with it. Buy a little notebook especially for
the purpose and carry it with you everywhere you go for a month.
During that time, write down everything you buy, no matter
how big or how small. List each purchase and its price. Include
items for which you pay cash (like your morning coffee and

newspaper) and items you buy with a check or a credit/debit card.

At the end of the day, take a moment to add a brief note
describing how you feel about that day’s spending. Do you feel
joy? Guilt? Regret? Disappointment? Contentment? What you
write will vary from day to day, of course. One day you might write,
“I'm so excited about the new shoes I bought today.” Another day
you might write, “I feel bad about spending so much money on
snacks and drinks today. I really meant to save that cash for the
weekend. Hope I can do better tomorrow.”

There will be times when keeping the diary feels like a total bore
or a nuisance. You'll be tempted to quit. Don't! A full month’s
worth of notes will tell you a lot about your money habits, good
and bad, and help you understand the ways in which your money
habits bring you happiness and grief.

Examine your sources of

income. List everyone who pro-
vided you with any money during the past
year, along with the amounts you received.
A few of these sources will be obvious: the
salary paid by your employer or the income
from your own business, for example. Oth-
ers may be easy to overlook. Did you receive
any payments from the federal, state, or
local government? Did your parents or other
family members give or lend you money?
Did you win money from alottery, a contest,
or gambling? Did you receive money as a
result of a lawsuit or an insurance claim?
List everything.

Once you've created the list, consider what
it tells you about your present and future
sources of income. How secure are the past
year’s sources of income? Which
sources are likely to increase in the
future—and which are likely to shrink
or disappear? What new sources of
income can you develop? An honest
evaluation of this list can help you fig-
ure out whether your future prospects
are bright or you have been living on

borrowed time.

Analyze one credit

card bill from the past

year. Identify each item you
bought (if you can) and measure how
much pleasure it gave you. Do you
remember the item? Do you remember

why you bought it? Do you still have it? If so, do you still use it? In
retrospect, was it worth buying? Count up the number of items you
bought that were smart, satisfying purchases and compare this to
the number of items you now wish you hadn’t bought. What
patterns do you notice? What types of purchases do you consistently
regret? Are there particular kinds of items you tend to waste »
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waste money on? Which kinds of purchases consistently bring
you lasting pleasure? When do you stop or cut back using the
credit card, and what causes this change?

Count the number of purchases you made last

year. Arelatively easy way to do this is to request the year-
end summary of your spending that most credit card companies
will provide. Also review your checkbook register or checking
account statements and try to list most or all of the items you
bought using cash. How many purchases did you make altogeth-
er? How does the number compare to the number of days in the
year? Did you buy something every day, every two days, every
three days? Is it hard for you to go through a day without spend-
ing money? If so, do you know why?

You can also learn more about
your money psychology by
experimenting with short-term
behavior changes.

Examine your unconscious forms of spending.

List all the automatic purchases on your credit card: gym
memberships, magazine subscriptions, or any other automatic
deductions. If you use an automatic banking service that provides
for direct debits for regular monthly expenses, list these as well.
Automatically deducted expenditures can be an inadvertent trap
that can help make it easy for you to spend money without think-
ing about it. How many of these can you reduce or eliminate?

List the things you hate to spend money on.
Some of these may be needless expenses you can elimi-
nate by making a change in your life. For example, if you hate
paying the costs of driving to work, perhaps you can set your
alarm clock for half an hour earlier, making it possible for you

to walk, use public transportation, or carpool. Not only will
you save money, but you might meet some interesting new
people who could change your life or career.

In other cases, avoiding particular expenses may be short-
sighted. If you put off patching the roof or servicing the furnace,
for example, you may end up having to make a more costly repair
or replacement in the long run. Listing your own pet hates when
it comes to spending can show where your emotions may overrule
your reason, leading to short-term and self-defeating thinking.

List your best and worst expenditures. Make a list

of the five things you did with money last year that enhanced
your life the most. Then make a separate list of your five worst mis-
takes—money decisions that were a setback or damaged your life.
What were the reasons behind each of these
decisions, good or bad? What lessons can you
derive from them?

There’s no single right or wrong way to
compile these two lists. One person’s bril-
liant choice may be another person’s disas-
ter. For Susan, spending $3,000 on a week’s
holiday in the Caribbean may have been just
the break she needed to clear her head after
a tough year at the office, energizing her to
start looking for a better job upon her return
to work. For Cynthia, the same holiday may
have maxed out her credit card, speeding up
a dangerous spiral into excessive debt that
ruined any pleasure she might have taken
from her days in the sun. Only you can define
your best and worst uses of money.

Test your money self-disci-
pline. You can also learn more about
your money psychology by experimenting with short-term behav-
ior changes. I am testing my own self-discipline through a simple
but surprisingly tough challenge: for one year, I am forbidding
myself to buy shirts. (I have 60 shirts of all kinds, and I love to get
new ones.) In the past, I have tried other, similar experiments; for
example, I once locked away my credit cards for a month, forcing
myself to pay for everything in cash. I found that this act of self-
discipline made me more aware of my own cash flow and forced
me to re-evaluate what I spend.

Among other benefits, such limited acts of self-denial help you
to appreciate more the good things you have and increase your
self-confidence by demonstrating and strengthening your abil-
ity to determine what's needless and do without it. Most impor-
tant, they help you know yourself more intimately. What kinds
of money behavior have the greatest hold over you? Which
money habits are easy to change? Which changes really hurt?
Above all, who is in control: you or your money? BE

From You & Your Money: It's More Than Just the Numbers by Alvin
Hall with Karl Weber. Copyright © 2007 by Alvin Hall. Pub-
lished by arrangement with Atria Books.
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