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Section One


The Finances of Love


Money Matters Before Marriage














 






Who you marry matters.


 


Who you live with, who you commit yourself to, who you get engaged to—no matter how it is you come to bind yourself with another human being, your choice of spouse, mate, life-partner, or whatever term you arrive at, matters. To your wallet.


Crass? Possibly. True nonetheless, because the person sharing your bed will not be the person who causes the friction in your relationship; it’s the person sharing your bank accounts and credit cards who will, by sheer proximity to your money, affect the financial life you live, enflame your frustrations and stymie your efforts to do with your money whatever you think is best at some particular moment.


In short, you and your partner are destined to knock heads in your marriage over financial differences neither of you could have imagined while dating. Some will be relatively small, such as a worry over a mate’s bad credit history; some will be huge, such as a spouse usurping financial power in a marriage of supposed equals. No matter the size, family finance is one of the most powerful forces shaping the way partners interact—regardless of whether the partners are 20 years old and merging their lives for the first time, or 60 and working on marriage number three…or four.


Despite the love, the lust, the affection and the friendship, the fact is that daily life with another person is not always easy, and “love” is not always foremost in your mind when your honey fails to record the ATM withdrawals—again—leaving you to figure out why the checkbook won’t balance—again. In those moments, if you just want to smack your sweetie with a sack of quarters, you’re not alone. Two-thirds of newlyweds surveyed by the Association of Bridal Consultants report that conflicts over spending inflict the most damage on their marriage in the first year. Meanwhile, the Center for Marriage and Family at Omaha’s Creighton University has found that debt brought into marriage ranks as one of the three most difficult hurdles new couples face during their first five years together.


Making the relationship between marriage and money all the more fitful is the fact that conflicts and disagreements aren’t always about the dollars and cents but, rather, the emotions behind those dollars that dictate how each of us sees money and, in turn, how each spends and saves it. Few of us are equipped to manage that part of family finance. Though we willingly discuss privacies such as sexual exploits, even with casual acquaintances, most of us just weren’t raised to talk about money. More likely, we were taught that money is one of life’s most intimate affairs; it remains the last secret we dare not share, often to the point of excluding even our spouse. And all of us are infected by that longstanding bit of conventional wisdom that fighting about money is the surest path to a divorce. In truth, that’s not, well, true. But more on that later.


The essence of money ultimately boils down to this:


 


Money in its tangible form is purely paper.


It’s a tool to pay the bills, to buy life’s goodies. It’s dispassionate. It’s logical. Its rules are easy to teach.


 


Money in its intangible form is purely emotion.


It’s a mental state, unquestionably passionate, decidedly illogical. Its rules are so much more difficult to grasp, but necessary nonetheless if you seek to create financial harmony in your relationship.


 


Both of these concepts can be exceedingly difficult to implement in a marriage when you and a partner have divergent thoughts about money, its role in your life and what you want your dollars to accomplish. Too often you’re missing the necessary tools that enable you to talk with one another about money without anger, frustration and hurt seeping into the conversation. You’re left with essentially two choices: fight and risk making the situation worse, or shut up and risk making the situation worse. Either way, you risk making the situation worse.


The book you’re holding offers a third alternative, something I’ll call family financial fluency—the knowledge and the vocabulary that couples need to communicate effectively about their money and their feelings about money before marriage and after.


Financially Ever After is every couple’s manual for managing both the real dollars and the real emotions of personal finance that course through every relationship after the “I dos” are done—and even before they’re ever uttered. The goal here is to tap into those first crucial years together, a period when:


	You’re seeking to understand personal finance in the context of a family, instead of that single life you’re accustomed to;


	You’re realizing you face a rash of money issues neither of you contemplated while dating (and if you did contemplate them, you recognize that you were—and likely still are—too intimidated to broach the topic without fear of a money fight);


	You’re trying to figure out how you both operate financially, how you both think about money, how you both use money and how you both communicate with one another about money.



We’re going to tackle each of these topics bluntly so that you and your partner have the groundwork necessary for successfully managing both the raw dollars and cents of money, and the even rawer emotions.


And those emotions will arise. You will get mad, if you haven’t already—and you probably already have. Your spouse will, too. You will fume. One of you will ultimately not get your way, which will end the yelling…and lead to the silence.


No one expects any of that, of course, before the wedding. When in love, everyone wants to believe money plays no part in marriage beyond the obvious role of funding various wants and needs. Besides, when you’re talking about matters of the heart, matters of the wallet seem so trivial. Love, we all suppose, will override whatever financial disparities emerge. At the very worst, we’ll just learn to grow into each other’s financial quirks over time…right? To steal a line from the Beatles, “All you need is love.”


More realistic, however, is a line from the Doobie Brothers: “What a fool believes.”


Consider how happy you are right now with the love of your life—or if you’re already married, think back to your pre-wedding stupor. And then consider your level of happiness when, over the course of the first year together, you realize your new spouse’s highest goal is to have a good time spending every last penny you two earn on fancy dinners and fine wine, movies and plays, exquisite furnishings for an apartment in the finest zip code. And debt is accumulating on the family credit card, and those expenses that the monthly income can’t handle alone are falling to your savings account, which is growing ever more anemic with each passing month. Or, to be fair about it, think about your level of happiness if your love’s highest and best use for money is stashing every available dollar in a savings or investment account, sapping the family’s ability to enjoy some of the pleasures that life offers up.


Who you committed yourself to matters.


Of course, most folks don’t envision such frustrations when they’re in love and talking about promising their lives to one another, whether through marriage or some other union. So many more pressing matters consume your mental energy that money easily slips to the bottom of your list. And besides, money seems fairly simple: You make some; you save some; you spend some. Not much to worry about, really.


Only, money rarely works that way. You never seem to make enough. You never seem to save enough. You always seem to spend too much. And you are forever trying to find a better balance among all three. Then, you go off and partner up with someone, and just like that you’ve doubled your problems. Because now, it’s not just how much money you earn and save and spend—it’s that, times two.


As such, the financial partnership that is a big part of any marriage can be a never-ending source of conflict, stress, anger, frustration, and resentment. Sometimes those emotions will seethe beneath the surface for years, gnawing at the foundations of love. Sometimes they will explode into the open the moment they arise. Sometimes financial differences are enough to cleave a couple apart. Sometimes you’ll stay together till the end, yet never really achieve the kind of happiness you once imagined you’d find in building a life together.


Whatever the case, managing money within the framework of a relationship can be one of the most challenging chores any couple must confront on a daily basis. The reason: The fights, arguments and disagreements about money are rarely about money. They are, instead, internalized struggles centered on power, independence, self-esteem, security, control—a wide range of underlying emotions that are tough to pinpoint, much less talk about, and so they find other ways of rising up to make themselves known. Money is frequently the conduit because it is so easy to argue about. Money is central to our lives and is a common denominator we think we understand. By the time we’re old enough to pair off, we’ve been handling money in some manner for at least two decades, often more, during which time we’ve formed our own opinions on how our money is best utilized. When a partner breaches one of our personal financial pillars—no matter how negligible the breach—we use that as a springboard to unleash pent-up emotions often tied to something entirely different. Maybe your lover barks at you one evening for taking money out of the bank without recording the transaction, and you explode into a rage. That fight isn’t about forgetting to record the ATM withdrawal; it’s about your underlying hatred of being micromanaged and your anger over your partner’s iron-fisted control of the family’s pocketbook. But you can’t fight about any of that because…well, because you don’t know how to fight about any of that. You don’t even know where to begin that discussion. And your partner, meanwhile, feels the need to micromanage because that’s the family dynamic your partner saw growing up and, so, is simply repeating history as an adult.


Ahhh, the simplicity of money.


None of this matters, of course, until after you’re living under the same roof. Until that point, you’re free to do with your money whatever you wish, and no one has the right to question your actions—though, of course, your partner might snipe at you on occasion for spending too much or not saving enough, or being a penny-pincher.


But once you’re together in the same household…well, that alters the equation entirely. By sheer proximity, each partner’s financial idiosyncrasies and money habits necessarily impacts the other. That’s the genesis of the money fights that emerge. Suddenly, you’re around each other continually and you can’t help but begin noticing, even on the periphery, the way money courses through the relationship—the words used to describe money matters or invoked during a financial fight; how bills are handled and credit cards employed; how cash is disbursed, spent or horded; how you two disagree about certain financial issues, even if you don’t talk about any of them.


This proximity might arise because you’ve gotten engaged and agreed to move in with your future spouse. It could be you two never want to marry, but have committed yourselves to each other and will build a life together. You could be in a new marriage or one that’s already a couple years old. Whatever the case, when you commit yourself emotionally to another person and agree to become a family, then you are, by definition, committing yourself financially. Not only are you merging lives, you’re merging your pocketbooks. That’s rarely a smooth transition, and it’s never romantic.


I promise, love might have myriad powers, but your views on spending and saving are fundamental to your DNA. Same with your partner. As such, even the most compatible couples are destined to butt heads financially.


Moreover, don’t presume that money matters won’t matter until a marriage certificate binds you two legally. Relationships don’t all unfold along neat, clean marital lines. Finances affect every relationship to some degree, no matter how that relationship is structured. Some of the worst financial disasters happen to people who are not married—people who are in love and begin to entangle their money and assets in complicated ways without the proper legal structure.


Let me demonstrate my point by stretching an example to a ridiculous—though certainly not impossible—length. I’ll be the guy for a minute, and you be the girl…. We’re so in love. We’ve been dating for a few years and we live together. The diamond on your finger is proof that I’m committed to you, and the wedding is next year, a nice little chapel overlooking the ocean and that honeymoon on Thai beaches we’ve always talked about. You know, let’s just go ahead and merge our accounts now. That way there’s only one checkbook to balance, just one credit card statement to pay every month. We’ve already merged everything else in our life, so let’s just go all the way.


And you—remember, you’re playing the girl—are so in love with the idea that I’m so into building a life together that you agree. And you roll your $5,000 into the joint checking or savings account. And there we are, a happy little couple on our way to a beautiful existence.


Only, there’s this little secret I never told you about. Actually, I met a Thai flight attendant on my last trip to Asia, and I really dig her. I’ve decided I don’t think I actually want to marry you and honeymoon in Thailand so much as I want to be with this girl in Thailand. So I’m moving. Oh, and I need some cash to live on while I’m there, and I knew you’d probably have a small conniption fit about this and say “No!” if I asked for the money, so yesterday I emptied the checking account because it was a joint account and, technically speaking, that makes it “our” money, so the bank let me withdraw it with no questions asked. Really, sweetie, it’s been a fun few years, but I’m going now. I’ll be sure to drop you a postcard from Koh Samui—I know you really wanted to see the beaches there.


And the worst part for you is that the rent is due in three days and the American Express bill arrived in the mail that afternoon, and here you are with no money to your name because the person you were so in love with is gone with your cash.


That might seem contrived, but some variation of this type of financial and emotional disaster routinely occurs when you merge your finances outside of marriage. Yes, you can prove you put the money in the account and that it is, therefore, your money. But that doesn’t negate the fact that you willingly deposited the money in a joint account that, by law, gave each of you equal, unfettered access to the dollars. And if your wonderful fiancé absconds with the money, well, then it’s up to you to try to hunt him down and reclaim it—assuming he hasn’t spent it all on travel, fun and games.


That leads to the Cardinal Rule of Love and Money:


 


Never join your finances outside of marriage.


 


There are bad financial decisions, and then there are horrendously bad financial decisions. Merging your finances before there is a legal union binding you together can be magnitudes worse than even the most horrendous financial decisions.


When you merge finances, you are in effect giving away your money while at the same time taking on whatever financial warts come packaged with your partner. A joint checking, savings or investment account gives me—your devoted lover—free rein to raid it whenever I want without seeking your permission or signature. If our relationship fails and I wander off with the bulk of your money, there’s little you can do about it. If I sell off all the blue-chip stocks you put into our joint brokerage account so that I can take a flyer on a hot tip I heard about at the barbershop—a hot tip that turns out colder than a Siberian winter—there’s nothing you can do to recoup the losses I accumulated.


And then there’s the nightmare of joint credit cards. When you apply for credit jointly, you are, by law, agreeing that both of you will be responsible for whatever legitimate charges appear on the bill. Let me repeat the three key words: Both. Of. You.


This means you are legally responsible for whatever charges your partner amasses, regardless of whether you knew about the purchases. Credit card companies do not care that you didn’t actually sign for that $25,000 Harley motorbike, or the $25,000 wardrobe from Barneys New York. Nor do they care that your lover has now dumped you, run off to Singapore with a new lover, and refuses to pay the bill. They care singularly about one small, legally relevant fact: You signed an application agreeing to repay all legitimate charges—and those massive charges your partner accumulated are considered legitimate, since your partner is a co-owner on the account. That leaves you liable for at least half the money owed, possibly more.


When you’re the victim of these sorts of catastrophes, you’re left wondering how this could have happened and why you didn’t see it coming. The answer is easy: Love blinds us all to the financial evil that lurks inside a heart. You only see it after the fact, after something has gone terribly wrong. Certainly, the vast lot of people you might end up with in a relationship are not out to destroy your life financially. Most are just trying to build a happy life with you. But along the way good but misguided intentions can lead to world of financial hurt. In the worst cases, that hurt can lead to the dissolution of a relationship and the loss of love, not to mention money. That’s why it’s important to understand as much as you can about your partner financially.


That, then, is where we start this book: Developing the skills you need to succeed financially in your relationship. It all begins with a series of ten questions that, whether you’re living together, engaged or already married, you need to resolve in some fashion. I’m not saying you necessarily need to sit down with your partner and start firing off these questions, demanding answers now. That won’t work. In some cases, you may not necessarily even need to ask the question; you might already know the answer, or you’ll come to it on your own through observations and normal, daily conversations. In other instances, you will have to ask. None of this will be romantic. Then again, there’s nothing particularly romantic about a relationship plagued by financial quarrels or one that ends horridly because neither of you cared to consider the ways that dollars and emotions flow through your finances.


The best moment to begin talking seriously about these ten questions is the moment the relationship moves toward a certain permanency. Maybe that’s when talk of engagement and marriage arises, or it could be earlier, when you two decide it’s time to live together. His and hers finances grow intertwined at that point, and, as such, you’re free to ask the hard questions since both of your financial decisions will have impacts on the relationship in some fashion.


This doesn’t imply that you should stay mum about money until you’re on the road to living together. Once you’ve been dating long enough to both know that you’re really a couple and not just two singles hooking up for fun and games, it’s fine to ask financial questions. And, as you’ll see, sometimes you don’t even need to ask a question. Everyday observations, once you begin to catalog them, will start to reveal some of what you need or want to know.


Curious how your partner manages debt, or deals with financial stress? Take note of how often the credit card comes out and the size of the purchases for which it’s used. You’ll learn a lot about how this person views credit without ever asking. Listen for complaints about bills or creditors calling, telltale signs that money is a stressful subject and that your mate has issues over hewing to a budget, earning up to his or her potential or struggling with self-restraint when it comes to controlling immediate wants. Instincts are powerful detectives; over time they clue you in to a lot that you don’t immediately recognize. Early on you might love the oceanfront condo your partner owns, but months into the relationship you might begin to suspect that the home is really more than your partner can afford…and so is the sports car…and that gorgeous wardrobe…and the quarterly getaways to the Caribbean. After a while, your instincts are adding up all these facts, and you see a picture emerging of someone living too well on the back of American Express and Visa.


Not all financial observations are so negative, of course. Financial confidence and security shine through, too. You hear it in talk of planning for the future and an absence of fretting about bills in the present. You sense it when your partner talks of having to run to a meeting with a financial advisor, or mentions investments in stocks and bonds and real estate. You see it in the day’s mail sitting on the counter, envelopes from the household names of personal finance—Fidelity, Charles Schwab, and Morgan Stanley. These are signs of someone who is, if not financially savvy, at least astute enough to be saving and investing for the future.


Just remember that at the end of the day, it’s not the money that’s at the root of money fights. It’s the inability to communicate effectively about money. If you can learn to talk about your family’s finances instead of keeping your concerns and frustrations bottled up—and these upcoming questions will help you begin to make strides in that direction—you will find effective, productive ways to find common ground.


You will find the ways to make each other happy financially.






















CHAPTER 1


TEN QUESTIONS EVERY COUPLE MUST ASK









QUESTION 1: Do You Have a Basic Understanding of Money?


This seems like a no-brainer. Just about everyone has been handling cash in some fashion since grade school—of course you have a basic understanding of money.


Only, many people don’t.


If they did, then why does research out of Indiana State University find that young adults—those between 20 and 24—represent the fastest-growing source of bankruptcy filings in the country? Meanwhile, the Gen-X crowd—those born generally between 1965 and 1978—is more likely to file for bankruptcy than were their Baby Boomer parents at the same age. Those bankruptcies are sparked in large part by soaring credit card debt and the fact that too many homeowners opt for magical mortgages that open the door to a house well beyond their ability to pay. This led to a rash of foreclosures that has pushed people out of their homes, often robbing them of whatever equity they had in their house.


None of that indicates a basic understanding of money. It does, however, indicate a basic understanding of spending—and that’s the problem. Fact is, Americans in general—not just Gen-Xers—are a financially illiterate lot for the most part. Studies of everyone from high school seniors up through older adults routinely bear this out. As a society, we spend more than we save so that our savings rate as a nation is among the lowest in the world.


You can see why it is important for spouses to know if their partners possess basic money knowledge. The wiser you each are financially, the smarter the decisions you’ll make together, ultimately leading to a more fulfilling relationship, since you’ll both feel more secure financially and will more likely achieve whatever it is you want your money to achieve.


But here’s the rub: Financial prowess does not reside in everyone, nor does it appeal to everyone. Lots of folks aren’t naturally inclined to care about the minutiae of money: managing investments, comparing insurance policies, or shopping for the best interest rates on savings accounts and mortgages. That’s enough to cause a conflict right there. The one who does care will ultimately be frustrated that their partner could care less; and the one who could care less will ultimately be frustrated by the seemingly constant—incessant—focus on money. It can be a never-ending spiral that intensifies as you slip deeper into the vortex. The money-conscious partner tries ever harder to instill financial values into a partner; the partner tries ever harder to rebuff those efforts—all of which leads to an even harder push on both sides. At some point, your conflict erupts into discord that flows through other parts of the relationship, and even into the bedroom.


I’m not saying that to succeed in marriage you must absolutely master the intricacies of personal finance and be able to wax philosophically on the debate between growth and value stocks or the merits of fixed-rate versus adjustable-rate mortgages. If you know all that stuff, great. If you care to know all that stuff and you don’t, pick up any one of the numerous comprehensive personal-finance guidebooks (I’m partial to The Wall Street Journal Complete Personal Finance Guidebook and companion workbook…but, then again, I wrote those).


The real problem you must address—the problem Question 1 is getting at—is what to do when neither of you, or only one of you, really understands money. That must be rectified, otherwise you’re likely to spend your relationship continually insecure financially, or frustrated with each other, or maybe even routinely fighting.


You probably already know if you have a good understanding of money. If you regularly balance your checkbook when the statement arrives, if you live below your means so that you can afford to contribute to your 401(k) plan every paycheck or an IRA every year, if you refuse to carry a balance on your credit card, and if you’re leery of—not excited by—an interest-only mortgage that allows you to buy the $300,000 house you otherwise can’t afford with a traditional mortgage, then you probably have as solid a financial foundation as you need to grow your wealth. If none of that rings true to you—or if you sense that none of this defines your partner—there’s a gap in the financial knowledge base you need to confront.


You don’t necessarily have to ask if your partner understands money—your partner may not even know how to answer that question. But you will hear the answer in comments about late fees imposed on a credit card again, grousing about never having the money to afford the car-insurance premium when it routinely rolls around, gripes about an inability to make ends meet. Ask simple questions like “Do you have money saved in your 401(k) plan?” and listen for the “why” behind the yes or no answer. Ask whether your partner follows a budget, then ask why. What kind of car does the love of your life drive? Or what about the house, the furnishings, the style clothes hanging in the closet? Does the house itself, or the neighborhood it’s located in, seem consistent with what you generally gauge to be this person’s level of income? Do the furnishings and the clothes square up as well? All of these offer snippets of information you can use to answer Question 1.


Recognize, though, that some of the financial gap you see might have emotional roots. I talk to lots of couples in my job as a personal-finance writer and columnist, and after all these years I’m still astounded at the degree to which people will open up to me—a stranger they’ve never met—about their financial lives. Though the details are different, many of the stories are the same: “My (husband/wife/partner, fill in the blank) and I have very different styles and we fight about money because (he/she) doesn’t understand me.”


Chances are you’ll never convince your partner to see things your way. Money traits are part of our DNA, instilled in us by our parents and our experiences with money growing up. Few people recognize this fact when they’re adults, assuming that they can either be who they are in a relationship, for better or worse, or that they can change their partner to fit their own financial style. That’s just not going to happen for the most part.


So here’s how you deal with it: Seek help.


If you’re the person who has money skills, but your partner doesn’t, you’re probably convinced that if your partner would just pay attention to what you can teach, they’d learn so much from you, and then your combined financial life would be so much more fulfilling. But here’s what your partner is thinking when you start talking money: “Please shut up dear god not again I can’t believe we’re talking about money again when I have so many other things to worry about hell it’s only money get a life why do you always harp on me about money I don’t care about money just leave me alone and shut up already!” And, if you’re the person who doesn’t care, here’s what your partner is thinking: “Why are you so blind to what you’re doing don’t you see that you’re screwing us financially because you continue doing the same stupid things financially and I’m busting my butt to help you understand that our life could be so much better and secure financially but talking to you about this is like talking to a geranium what’s your problem money is important to our future together!”

OEBPS/logo.jpg
& HarperCollins e-books





OEBPS/MSRCover.png
FINANGIALLY
EVER AFTER

JEFF D. OPDYKE

THE WALL STREET JOURNAL.





