TEACHING KIDS ABOUT MONEY

by Craig Carnick, CFp®

In uncertain economic times, it becomes ever more clear how important it is to
help our children develop wise financial habits. Quite frankly, it’s never too early to
start teaching them how to deal with personal financial concepts. We know it’s
critically important that our kids develop healthy eating habits. Well in much the
same vein, habits about handling money... good or bad... are learned early in life.
Here are some practical tips you can start using today:

1. It’s never too early to set a good example for your kids. Spend prudently,
save what you can, and let the kids know what’s behind your decision-
making. What's the benefit of buying a season pass rather than individual
lift tickets? Why did you buy your SUV rather than lease it, and why did
you get a used vehicle rather than a new one! Why can’t we go to Disney
World every single year? There are good reasons for these decisions and
your children can learn from the process.

2. Don’t just give them money to go to the movies or buy videogames; provide
them with a regular allowance so that they can manage their own
money. There’s no better way to learn how to figure out what’s worth
paying for and what’s worth passing up. A regular income will teach them
how to plan to have enough money next week. Make sure the allowance is
regular; withholding it as a punishment doesn’t teach them financial
responsibility. At the same time, don’t make it a reward for doing chores.
Chores are a part of everyone’s responsibility as a member of the family, and
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they must always be completed regardless of who's getting paid for them.

CARNICK 3. Have your kids write down all the money they take in, how much they
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curtail unnecessary purchases. A side effect will be that you'll get to see
where their money is going as well, and while you may be tempted to
criticize your child’s decision to spend money on a foolish purchase,
allowing them to make mistakes and taste the results is the best teacher.

4. Let them know how expensive the adult world is. Don't be afraid to tell
them how much your mortgage costs every month, or what their school
tuition is. The child should also become involved in the college funding
process early on, so they understand how much of it you'll be able to cover,
the potential for financial help for good grades, and what the reasonable
range of tuition-cost expectations looks like.

Thirty-five years as a financial planner has proved to me that the earlier kids learn
“financial fitness,” the better.
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