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Voices: Karen Ramsey, on Clients with
Money Baggage
Voices is an occasional column that allows wealth managers to address
issues of interest to the advisory community. Karen Ramsey is the president
of RamseyInvesting.com in Seattle.
When we're little children, money seems kind of magical: You put a
quarter in the gumball machine and out pops a beautiful red gumball.
Later something often happens that turns this magical thing into
something that is a little bit feared, and it's this unconscious fear that
becomes a person's money baggage. This baggage--conscious or
unconscious--affects our actions. It's never positive and influences the
decisions that shape our live.
Advisers should work to address clients' money baggage, because it
can lead to sabotaging behavior that can keep a client from
successfully saving for their future.
I've been working with this concept for the last 20 years, and the most
common themes that I've seen are that a client may feel they don't
deserve money, there will never be enough, that money is bad, that
they have to work hard and will never get ahead, that they can't
depend on anyone else, or that money determines their self-worth.
I have a client whose money baggage is that she is "no good with money." As a result she gets rid of it: she
takes trips, she gives it to friends, when she goes out she's always buying. She may also forget to pay her
taxes.
If you're dealing with a client like that, it doesn't matter how much they have in a portfolio or how much
you bring in for them, in the end they're not going to have enough for retirement because they keep getting
rid of their money.
The best way for advisers to begin approaching these problems is to have a conversation to find out where
the behavior comes from. Find out how the client was taught about money from childhood. Who handled
the money? Did the client grow up feeling upper class or lower class? Was there fighting about money?
What do your friends, family, and spouse say about money?
This exercise helps the client realize the factors that led them to decide how they feel about money. Once
they see that this is an automatic behavior they have chosen, they can choose a different behavior.
Once you show the client this, you can show them that thoughts they've had thousands of times are not true.
Really what I'm doing is pointing out neurological pathways that a client has gone down thousands of

times. We want to create a new neurological pathway that recognizes the client as a wise and effective
steward of his or her finances.
To this end, the other important part of the process is that clients need to take note of the new way of
thinking as opposed to the old. This may mean writing down the changes that they see in their financial
thinking. The more evidence of change the client collects, the more the new behavior is reinforced.
Sometimes when clients try to change their behavior it can feel overwhelming and hopeless. Noticing and
collecting these small changes along the way encourages clients to keep going, and keeps their previous
baggage from becoming an issue that affects their financial future.
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