A look at financial planning for women

ith one of the severest of bear markets still ongoing and
our global economy only recently showing signs of
improvement, few can afford to ignore planning for their
financial future. NETWORK Editor Christian Pope Campbell
spoke with two alumnae who work in the financial field and with
Patricia Clarke, assistant professor of finance. Read on to hear

what they have to say about financial planning and women.

Women have significant experience with short-
term financial decisions - they make about 80 percent of all con-
sumer decisions and often manage the finances at home. Yet, they
are, generally, less involved with the longer-term aspects of finan-
cial planning. There are many reasons why women should be much
more involved. They tend to live longer than men, earn less, have
lower social security benefits, spend a significant amount of time
out of the workforce caring for children and/or elderly parents, and
they are more likely to work for small firms or non-profits that may
not have strong retirement benefits. Consequently, many women
are not prepared financially to retire, or to become “suddenly sin-
gle” through divorce or death of a spouse. Financial planning is all
about education, empowerment, and reaching goals, both short-
term and long-term. As women take care of their current and future
financial needs and goals, they become financially independent,
which will make a difference in other areas of their lives — for
instance, when to go or when to stay in a job or a relationship.

I do not believe women are as aware of or as involved in financial
planning as they should be. Ispend 60-75 percent of my time trav-
eling around the country working with state treasurers to present
free women and money conferences. I’'m amazed by how many
women lack basic information about their personal finances. Too
many are willing to allow spouses, partners or boyfriends to take
over their money matters and financial decisions. Mothers, in par-
ticular, who already have more than enough to do, often find it eas-
ier to pass off financial planning decisions. According to the
American Association of Retired Persons (AARP), the average age
a woman becomes a widow is 56. U.S. Census data tells us that 50
percent of the marriages in our country end in divorce and that 60
percent of second marriages end in divorce. Women need to be

responsible for their personal financial decisions.

I think women have come a long way from
my grandparent’s generation. In those days there were many “so-
called” traditional families where the husband took care of the
finances and the wife was involved to the extent that she could
access funds if needed. I have dealt with a number of cases where
the husband has been handling the finances and then unexpectedly
passes away and the wife is left to educate herself very quickly - not
an easy task, particularly at a time when more stress is not needed.

Today things are much different. Due, in part, to the Internet,
information is much easier to access. More women hold advanced
degrees, have jobs, and are quite involved in the family finances.
This is especially true with single mothers. In fact, many women
today take the lead role in the financial planning of their families.
Many of our clients meet with me as a couple and we view the
client relationship as a partnership. What I’ve seen is that although
one member of the family may do more of the day-to-day finances,
both partners are involved in the overall planning and the decision-
making is definitely a joint process.

I think that men and women approach the problem and the
process differently. Women tend to view financial planning organ-
ically - a life stages approach, for instance. Women are very care-
ful and thorough in their research (which is a good thing), but
they tend to be perhaps a bit too cautious in their investment
choices. Increasing their investment risk tolerance, even slightly,
would be beneficial in the long term.

There are major financial planning issues for everyone, men
and women alike. In my view, the reliance on debt, particularly
credit cards, is a serious problem. While there are certainly benefits
to having a personal credit history, women should concentrate on
reducing or, ideally, eliminating the balances on their credit cards.
As protection against unforeseen circumstances, they should set
aside about six months of living expenses in cash (or near cash).
Women should also prepare more aggressively for retirement. If at
all possible, a woman should begin planning for retirement in her
20s, contributing regularly to tax-deferred plans at work and/or to
IRAs. Compounding, a wonderful thing in the short term, is much

more impressive in the long term.

From my perspective, women and men do approach financial
planning differently. More and more brokerage houses and mutu-
al fund organizations are conducting studies to evaluate those dif-
ferences and are marketing to women and men differently. The
results indicate that women tend to prefer more time when making
long-term financial decisions and are loyal to their broker or stock
purchases despite market fluctuations. They also ask more ques-
tions and prefer one-on-one consultation with an advisor.

I believe the biggest financial planning issue facing women is
that they will outlive their money! Women live longer than men.
Wives should plan to live at least seven years longer than their hus-
bands, which can have serious effects on their retirement years.
Single women are affected, too, because women still earn only 76
cents for every dollar that a man earns. Women also tend to move
in and out of the job market to address family circumstances or
continuing education goals. In my travels throughout the country,
I have heard women from every economic level say their fear is to
end up living alone, in a trailer, with no money - or worse, to end

up as a bag lady!



I’'m not sure I see the different approaches to financial plan-
ning as purely a gender issue alone - but more of an individual or
personal style preference. Most people simply want to be sure they
can afford to live a particular lifestyle. Many of the variables that
enter into the equation are an individual’s tolerance for risk, what
that individual’s goals are, and where one is in his or her life cycle.
While I have seen a number of men take more chances with their
investments, I have seen just as many who are risk-averse.
Therefore, I have learned not to make blanket conclusions as to
gender and investment style.

Two big financial planning issues facing women today are
planning for retirement and sending children to college. A young
woman in the accumulation, or earning stage of her life, will
approach financial planning quite differently than when she is near-
ing retirement. Many women beginning their careers don’t con-
sciously plan for retirement, but rely on their company profit shar-
ing or 401(k) plan. They become much more interested as they
near retirement and the issue becomes more real for them.

The economy has played a large role in this issue as well.
Many women in their 30s and 40s, from an investing standpoint,
have only experienced growth. Up until now that is all they knew.
If you invested your money in the market, it would increase at a
steady rate. The economic slump of the past three years has opened
many individual’s eyes to the other side of this equation and has
hopefully made them aware that financial planning is important at

every stage.

Although women hold only about 25 percent of the Certified
Financial Planner (CFP) professional designations, their numbers
are growing in what has traditionally been a male-dominated
field. Their skills and successes are being recognized as well. A
financial planning contest sponsored by Financial Planning for
“Movers, Shakers, and Decision-Makers” in 2002, for instance,
came up with four winners - three were women. For the 2001
contest, one of the four winners was a woman.

With its focus on the client, the financial planning profession
may be a natural fit for women, as noted in a recent article in
Journal of Financial Planning. Women tend to be strong at build-
ing and maintaining relationships and can be excellent listeners and
nurturers. They can enhance this potential skill set with expertise in
a content area such as financial planning. (See “Women in Financial
Planning: ‘A Natural Fit’” by Catherine Newton, Feb. 2003, pages
66-70.)

Networking and mentoring are very important for the

advancement of female finance professionals. Women financial

planners can benefit from participation in professional organiza-
tions, such as the Financial Planning Association (FPA). Some indi-
vidual women in the field have also played a supportive role. For
instance, Muriel Siebert, the first woman to own a membership on
the New York Stock Exchange, is an excellent role model.
Currently, she not only has her own brokerage firm but also pro-
vides a Web-based learning center to promote financial education.
Financial planning can also provide women with yet another path
to owning their own businesses. Professional opportunities may
exist in what could be, otherwise, under-served markets, particu-
larly as the U.S. population becomes older and more ethnically

diverse.

Yes. Here’s why: our lives are so much more financially com-
plicated now than in our parents’ and grandparents’ days. Our
ancestors didn’t have to think about 401K plans or mutual funds
or whole vs. term life insurance policies. We need advice now. And
women tend to seek out women financial advisors, much like they
do women doctors and lawyers. It may sound stereotypical, but
women are considered better listeners than men and it’s essential
for a good financial planner to be a good listener.

Absolutely. Financial planning is about developing a strategy
that helps individuals achieve their financial goals. It in- corporates
not only investment management, but also tax planning, estate
planning, insurance as well as other disciplines. As a career oppor-
tunity for women, the field is an excellent choice. An individual
looking for professional advice wants someone they can trust who
gives them unbiased advice with no conflicts of interest and can
offer the individual superior service. That said, there is a great deal
of competition in the field coming from these other disciplines. For
example, many investment advisors also offer financial planning
services and many tax advisors also offer investment advice. In
addition, many of the large discount brokers are beginning to offer
financial planning as part of their services. The most successful
financial planning professional will also specialize in one or more
of these disciplines in order to play a major role in assisting the
individual to achieve their goals.

Therefore, any women considering a career in financial plan-
ning, whether as an independent planner or as a member of a larg-
er organization, should position herself to best compete. In order
to develop the long-term relationships necessary to succeed, one
needs to both prove they can generate the results expected of them,
and to create a level of trust with the client. This takes time, pas-
sion, and motivation.
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www.wfn.com Commercial Web Site
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