
The Seven Pearls of Financial
Wisdom

Our fascination with romance, one of the most
marvelous aspects of our lives sends even the
most sensible person into a state of blind denial.
Often, women are swept away romantically and
fail to take a hard look at financial compatibility
before marrying or moving in together. In the
book, The Seven Pearls of Financial Wisdom: A
Woman’s Guide to Enjoying Wealth and Power
which I co-wrote with award winning wealth
manager Carol Pepper there are seven chapters
devoted to a different, critical event in a woman’s
life. Each chapter contains a pearl of wisdom.  A
set of disciplines and ideas are designed to
encourage women to enjoy their money and grow
their wealth. The excerpt from the second
chapter on Romance and Marriage published

below will discuss strategies to evaluate your financial compatibility long
before you get to the engagement phase of your relationship. Hence, the
second pearl in the book chapter is: A Woman Should Require Good Finance
in Her Romance. This doesn’t necessarily mean marrying a wealthy man
—rather, finding a partner whose financial style works well with your financial
style.

Since 60 percent of divorces are caused by financial problems, it is critical
that you work out money issues before you marry. In this excerpt from a guide
for women, anyone can benefit from the principles we drive home in the
search for the best financial match.

Personal Financial Management Skills

Long before you met your man, he developed personal financial management
skills, and you will quickly see them in action. On the most basic level, is he a
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responsible individual? Does he support himself financially, or is he still living
off his parents? Does he have a job, or is he in school, working toward a
degree? Is he able to handle the expenses of a place to live? Can he handle the
expenses of a car or his monthly commutation ticket or both? Does his life
seem chaotic? Is he always in some kind of financial jam? If so, he may have
very poor financial management skills, or this may be a red flag that you are
dealing with an addict or a con artist, as we discussed earlier in this chapter.
On the other hand, if he is able to manage his own life financially, chances are
good that he will be a good financial partner and you will be able to manage
finances well together. To get a little more information, you can ask him
whether or not he does a budget every month, and compare how you both go
about tracking expenses. This will also give you a great deal of information
without prying too deeply at the beginning.

Financial Integrity

The next thing to try to evaluate is financial integrity. You want to partner
with a man who meets his financial obligations honestly. You can find out
some things about this by asking questions. How does he feel about paying
taxes—has he filed every year, or does he boast about not bothering to pay or
cheating the government? If the latter, this is a huge red flag. Does he pay his
credit card and other bills, or is he constantly being declined when he tries to
make purchases (or, worse yet, does he ask you to whip out your card)? Does
he boast about scamming his company by filing false or padded expense
reports? Many of these behaviors can be the signs of a dangerous sociopath. If
he doesn’t display financial integrity with others, he won’t display it with you.
On the other hand, if he seems to be extremely honest and conscientious, you
will be in good hands and will be able to build a life together. It goes without
saying that you must also have financial integrity, or an honest man will not
be attracted to you once he learns the truth about your lack of values.

Financial Style

Another thing to evaluate is whether you like your partner’s financial style. Do
you think of him as cheap, or do you find him generous? These impressions
can be very subjective, and what one woman may think of as incredible
cheapness may strike another as admirably thrifty. If you love to clip coupons
and shop at consignment stores, you need to find a man who also places a
high value on frugality. If you love to stay at five-star hotels and tip
generously, you need to find a man who agrees with your approach to
spending. Many power struggles can be avoided by paying attention to how
the two of you handle money, and whether you have similar spending habits.
You will be able to learn more about a man’s saving and investing habits as
the relationship progresses, but his spending style will indicate a great deal
about his approach to money early on. This trait may not be a deal breaker,
the way financial integrity or financial realism is, but differences in financial
style can cause a great deal of friction in a long-term partnership or marriage.

Financial Negotiating Skills

As soon as you start dating, you and your man will be entering into financial
negotiations. Who will pick up the check on the first date? How about after
you have been dating for a month or two? How about after six months? As
your relationship progresses, there will be more and more opportunities to
discuss who is paying for what. Some women expect men to pay for
everything; others feel more comfortable and more independent when they



share half the costs. Some women far outearn the men they date and want to
pay for lavish vacations their men could never afford. All these situations
require communication and negotiation. Ideally, you will both be able to
discuss finances in a civil manner and come up with a system that works for
both of you. Red flags to watch out for include the passive man who pays but
acts resentful, manipulating you into paying without having an honest
discussion about it. You should also avoid the bully who feels he owns you
because he has paid. You need to keep an eye out for the gold digger, who
never contributes anything. Even assuming your financial styles match,
financial negotiating is a crucial skill you will need to make a long-term
relationship work.

Moving Toward Commitment: Full Financial Disclosure

Once you decide to become a committed couple, you need to begin work- ing
toward full financial disclosure. If you have decided to invest more time and
effort into developing a relationship with someone, it is time to begin to dig
deeper into all areas, including finances. Although there is no right time table
for getting information, we are assuming that by the time you are ready to talk
about living together or getting married, you should also be disclosing more
specific personal financial information. There are five areas in particular you
need to discuss: income, financial obligations, credit ratings, financial goals,
and the handling of joint finances. We know this is not easy stuff—it is so
much more fun to look at apartments together rather than at credit
ratings—but it is essential that you know what kind of person you are moving
in with before you do so. It is even more crucial before you tie the knot—you
may become legally responsible for your husband’s obligations, so you need to
know exactly what his financial picture is like before you decide to take it on.
You need to decide how much both of you want to commingle your finances
before you merge households. What should you do if your man refuses to
participate in financial disclosure before making a serious commitment? We
know men who croon that all will be revealed “after the wedding.” We
seriously advise against marrying or moving in with someone who will not
disclose financial information to you. His stonewalling is a very big red flag.
He may be a chauvinist who thinks women are either incapable of
understanding family finances or have no right to the information; ask
yourself if you want to live with this type of person. Read Innocent Spouse, a
memoir by Carol Ross Joynt, who was saddled by huge debts she had no idea
existed after her husband’s untimely demise. If he refuses to disclose financial
information, your man may be a con artist who does not want you to see the
evidence of his financial misdemeanors, or he may have given you a false
name and actually cannot produce a credit report under that name. He may
be a control freak who will make your life miserable and who will never treat
you like a full partner—you may not want to live under the “rule” of a petty
Attila the Hun. He may be extremely wealthy but living beyond his means and
not want you to really know about his multiple lawsuits, alimony payments,
and other financial obligations. Knowledge is power, and without knowledge
you should not commit to moving forward into a situation where you share
living arrangements and financial obligations. Continue to date if you like, but
don’t commit financially to a man who won’t share information with you.

Take a Look at Joint Income

In order to decide how to split expenses when you decide to live together or
get married, it is essential to understand how much money each person



makes. For couples who work at salaried jobs, this is not difficult to verify—
just show each other a pay stub. For business owners, the question is much
more fluid—many business expenses, such as travel or home-office rent,
reduce taxable income but improve after-tax cash flow. You need to sit down
with each other and share realistic numbers based on the last couple of years.
For wealthy men and women, income may include proceeds from investment
portfolios, family trusts, and dividend checks in addition to, or in lieu of, a
salary. However, a wealthy person may have no control over trust
disbursements, for example, so he or she may have less financial flexibility
than an entrepreneur. Once numbers are disclosed, you may be surprised to
find out that you are among the 22 percent of all American women who
outearn their husbands; the number is 25 percent if your husband does not
have a college degree. If you are under the age of thirty, are single and
childless, and live in a major city, you probably earn quite a bit more than the
men in your town—17 percent more if you are in New York City, 12 percent
more in Los Angeles, and 15 percent more in San Diego, for example.Now that
you understand who has the greater earning power, it is time to look at
financial obligations, so there is a true picture of net cash available.

Examine Financial Obligations

If either of you has ongoing financial obligations, these will reduce the
amount of cash available to fund joint expenses. Financial obligations in the
early years usually include school debt, car payments, and credit card bills. In
later years, obligations include the support of your children, any child support
or alimony payments if you are divorced, and mortgage payments on proper-
ties you own. If you have experienced financial difficulties, you may also be
responsible for past-due medical bills, tax installment payments, or payouts
under bankruptcy or other creditor agreements. A simple list of your financial
obligations should be shared with your mate, so that both of you understand
where all the cash is going. It can be helpful to break financial obligations into
mandatory and discretionary categories. You may spend a great deal on
antique cars or boats, for example—this is really a discretionary obligation,
compared to court-mandated child support. Asking your significant other to
share a list of his financial obligations will be a good test—can he produce this
list? Can you? If both of you are capable of producing the list, it shows that
both of you are aware of and handling your obligations. If he cannot produce
a list and is totally disorganized, you need to decide if you want to assume this
chore for both of you as a couple or not.

Share Credit Reports

One of the most reliable ways to gauge your potential mate before you move
in together is to share credit reports. Credit reports are assembled by ratings
agencies, so your man cannot manipulate or hide data—the credit report will
tell the unvarnished truth, which can often be an enlightening story. First,
take a look at his overall credit score. Then look at the details— you will be
able to see if he has late payments, bankruptcies, or other summary
judgments against him. You definitely need to know all the facts before you
make a commitment to sign a lease or buy a house together. If your man has a
good credit score and pays his bills on time, you can feel more confident in
joining your households. You will also need to come clean and present your
own credit report to your partner, so make sure it is accurate. Although you
cannot hire “credit doctors” to erase problems, you can improve your score by
making all your payments on time—not even one day late—and by never



borrowing more than 30 percent of the credit available to you. Helpful online
credit monitoring reports can guide you to ways to improve your own scores.
Companies like FICO will send you an email alert if your credit score changes.

Discuss Financial Goals

Now that you have a good handle on income levels, financial obligations, and
credit scores, it is time to switch gears and talk about the future—what are
your man’s goals? If he has had financial problems in the past (which you can
see plainly from his credit report), how is he working his way out of these
problems? Is he expecting you to handle more expenses than you normally
would while he digs himself out of a hole? How do you feel about doing that?
Again, this is the time to be brutally honest with yourself. If your man does
not have a good track record in handling money, you have no evidence that
this will change in the future. If your man is financially responsible, it is still a
good idea to discuss financial goals with him. Now that you are a couple, what
are his goals? Does he plan to start a company, make partner in a law firm, or
work for your business? How much money does he envision going into joint
plans versus his personal goals and investments? If he wants to compete in
triathlons around the world, for example, he may need to keep a good deal of
his cash flow to meet this goal. It is better that you know this in advance,
rather than assuming that you are sharing the same vision of the future. Your
own goals are also important, and you need to express them. If you plan to
take on debt to go to business school for an MBA, he needs to know that. If
you want to start a family and stop working within two years, this should be
openly discussed rather than making it a covert agenda. If you want to sell
your business within five years and retire offshore, you need to make sure he
is agreeable to that plan.

Discuss How to Handle Joint Finances

Armed with the knowledge gleaned from full disclosure, you can now discuss
how to handle financial arrangements after you join households. At this point,
you can relax because you have a clear picture of what you are committing
to—there are no financial secrets waiting to disrupt you after you have moved
in together. Of course, we hope you discover that your man is an excellent
financial manager. Life is not always perfect, though, and if you have fallen in
love with a man who has poor financial management skills but is willing to
reform, you may decide to take the risk and move ahead. In this case, you can
protect yourself by making sure you do not expose yourself to his potential
pitfalls. Make sure you do not open any joint accounts, either checking or
credit, for at least two years. If you plan to marry, seriously consider a
prenuptial agreement, a topic we explain in detail in chapter two of the book.
Better yet, consider getting engaged and living together, or sharing joint
finances for at least a year, before you marry. Do not enter into a lease
agreement that you could not afford to carry on your income alone. Do not
put his name on a mortgage or on a property deed, especially if you are
providing all the funding. If you lend him money, or agree to pay off his bills,
make sure all your agreements about repayment are documented in writing.
This way, if he disappoints you and remains a financial disaster, you can
extricate yourself with minimal damage to your finances. If your man is a
good financial manager, on the other hand, it will be easy to create financial
arrangements that suit you both. A good way to start is to have one joint
checking account with two debit cards for joint expenses, while the rest of
your finances are maintained separately. Both of you can contribute



 

 

proportionally to the joint account. For example, if you make $100,000 per
year and your man makes $50,000 per year, you may agree that you will pay
two thirds of the joint expenses while he pays one third. If one of you has a
private company, as described above, it may take a bit more analysis to figure
out a fair way to split expenses. After a year or so, you may also want to have a
joint savings account to which you can both make contributions—this is ideal
for major joint expenses that require advance planning, such as a house or an
expensive vacation.

As trust grows over time, you can share more.   In The Seven Pearls of
Financial Wisdom we expand on the information shared here to discuss a
step by step guide to prenuptial agreements, maximizing your value as a
couple and investing as a team sport. Don’t forget the second pearl: A Woman
Should Require Good Finance in Her Romance and may the world be your
oyster!

This article is available online at:
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