
Will they bite the hand that once fed them? 
 
Unfortunately, it’s all too easy to raise financially irresponsible children.  Many teenagers learn 
nothing about personal finance in school, and they learn all the wrong lessons from their free-

Getting Going 

June 1, 2005; Page D1 
by Jonathon Clements 

IIII NVESTMENTNVESTMENTNVESTMENTNVESTMENT     TTTTHOUGHTSHOUGHTSHOUGHTSHOUGHTS         

FROMFROMFROMFROM         

CCCCHRISHRISHRISHRIS     ANDANDANDAND     DDDDONONONON     

Dear Clients, 
 As students gear up to head back to school, credit card companies and retail outlets do the 
same.  With the college market alone accounting for almost $26 billion in back-to-school spend-
ing in 2004, many students are busy making their first independent buying decisions.  Unfortu-
nately, teenagers and young adults often suffer from the same ailment as Errol Flynn, who once 
noted, “My problem lies in reconciling my gross habits with my gross income.”  When spending 
outside their means, students often look to parents for money management solutions.  While not 
necessarily responsible for our children’s finances, we are, in large part, responsible for teaching 
them financial responsibility.  From summer employment to weekly allowances, methods for 
teaching a certain financial savvy may vary, but one thing remains certain: a sooner rather than 
later approach in teaching fiscal responsibility is vital, for as the saying goes, you can’t teach an 
old dog, or as the case may be, a college freshman, new tricks.   
 In this issue of Investment Thoughts from Chris and Don, we provide you with an article 
from Jonathon Clements of the Wall Street Journal and a press release from the National Founda-
tion for Credit Counseling.  Both pieces offer guidelines for teaching children, especially teens 
and those heading off to college for the first time, fiscal responsibility.  As usual, we had our own 
internal debates over a number of the ideas presented, but as Mr. Clements himself notes in the 
article, “to be honest, whether the numbers are adequate or not is beyond the point.”  We present 
them not as “The Answers”; rather, we present them as a framework highlighting issues that 
should be brought up in “The Discussion.”  We hope these points can help you lay a foundation 
of fiscal responsibility that your children and grandchildren can build on in the immediate future 
and for the rest of their lives. 
 Sadly, these topics hit very close to home, as the Bugg/Dean team is faced with the depar-
ture of two college freshmen of our own.  Kari O’Brien, a Madison Memorial graduate, is headed 
to American University in Washington, D.C. to study International Business.  Ellen Bugg, Chris’s 
daughter and a Madison West graduate, will be starting studies at the University of Iowa in Iowa 
City.  We will miss the girls’ pleasant demeanors and solid work ethics. 
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spending friends.  Yet surveys indicate that 11% of teens and 76% of col-
lege undergraduates are now wielding credit cards.  The danger:  Your 
kids will grow up to be financially reckless, and you will feel compelled 
to bail them out.  Don’t want to spend the rest of your life footing their 
bills?  Here’s how I have tried to protect myself – by instilling good fi-
nancial habits in my kids.   
 

Dress for success.   Make no mistake:  Your children will make some 
appalling financial blunders.  But it is a lot better if they make those mis-
takes while they are young and the sums involved are modest.   
 
To that end, it is important to give youngsters financial responsibility, 
starting with a  toy-and-candy allowance when they are five or six years 
old and then, once they are teenagers, stepping it up with a clothing al-
lowance and a bank account. 
 
The goal: to get your kids to make tough financial decisions.  If they are 
always asking you for money or they are merrily racking up charges on 
the credit card you gave them, their desires will be limitless and spending 
will seem painless, because they aren’t paying – you are.  What to do?  
You have to set up a system where, instead of you saying “no,” your kids 
have to say “no” to themselves. 
 
I try to do this with my two kids.  Every three months, I deposit $200 in 
my 16-year-old daughter’s bank account, which is meant to cover cloth-
ing and entertainment.  Our agreement is that I will pay for bigger-ticket 
items, like winter coats and running shoes.  For everything else, Hannah 
either has to limit herself to the $200 or earn extra by baby sitting.   
 
My daughter, of course, buys idiotic items and struggles to make ends 
meet.  And I, of course, want to guide her decisions and bail her out.  But 
I don’t.  The reason:  If I bail her out now, she won’t learn responsibility 
– and I will end up bailing her out later. 
 

The buck stops somewhere.  Over the past decade, I have salted away 
$25,000 in a low-cost variable annuity for each of my kids, to give them 
a head start on retirement savings.   
 
But lately, I have also been giving some thought to Henry and Hannah’s 
financial needs over the next 10 or 15 years.  With that in mind, I recent-
ly took them out to a local diner for lunch and told them precisely what 
they could expect from me financially.   
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“The most important skill a child can learn is the ability to delay 

gratification.  What’s the second most important?  Kids need to 

become comfortable taking risks.” 

Don’t bank on it.  The most important skill a child can learn is the ability to delay gratification.  
What’s the second most important?  Kids need to become comfortable taking risks.  
 
Today’s children face a world of 401(k) plans, individual retirement accounts and possibly private 
Social Security accounts.  If they aren’t comfortable investing their savings in something riskier 
than a money-market account, they will have a tough time amassing enough for retirement. 
 
Yet kids seem naturally drawn to the sedate world of banks, certificates of deposit and savings ac-
counts.  By contrast, stocks and mutual funds seem abstract and uncertain.  Somehow, you have to 
get kids comfortable with this riskier world, while ensuring they don’t go to the other extreme, 
viewing investing as some sort of testosterone-infused trading game involving turbocharged 
stocks. 
 
To get my kids comfortable with investing, I regularly show them financial statements, talk about  
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I promised they would graduate from college debt-free.  But I said that, if they went to graduate 
school, they would have to take out loans.  I also promised $5,000 upon graduation, $20,000 to-
ward a house payment and $5,000 for a wedding or at age 30, whichever came first.  Depending on 
how rapid inflation is over the intervening years, I may boost the numbers somewhat.  
 
Are these sums reasonable?  Some folks will think they are high, while others might view them as 
stingy.  Henry thought $5,000 upon graduation sounded pretty good – until I explained what it cost 
to rent a New York City apartment.   
 

But, to be honest, whether the numbers are adequate or not is beside the point.  Instead, my goals 
are twofold.  First, this is about setting expectations.  As with today’s allowance, my kids now 
know what they will get from me – and everything else will have to come from them. 
 
Second, it’s about values.  I want my kids to get a great education, which is why I am happy to pay 
for their undergraduate studies.  But I don’t want them turning into perennial students, which is 
why graduate school is on their nickel.   
 
Similarly, I think helping my children buy a house is more important than paying for some outra-
geously expensive wedding.  In fact, if someday either kid wants to pocket my $5,000 and elope 
instead, I will happily drive them to the airport. 



 
 

 

the stock market and, for a while, even ran a mutual-fund game, where we all picked funds and I 
invested $50 or $100 a month for each of us.  None of the efforts has been wildly successful.  But I 
am hoping that, cumulatively, they do the trick. 
 
—Republished by permission of The Wall Street Journal, Copyright © 2005 Dow Jones & Company, Inc. All Rights Reserved Worldwide.  

License number 1291371256778.  Dow Jones & Company’s permission to reproduce this article does not constitute or imply that Dow Jones 

sponsors or endorses any product, service, company, organization, security, or specific investment. 
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PRESS RELEASE:   

NFCC SAYS COLLEGE-BOUND TEENS NEED A  

CRASH COURSE IN MONEY MANAGEMENT 
·     Emphasize fiscal responsibility. Show teens the importance of keeping close tabs on how much mon-

ey they have, what they need to use it for, and how long their money has to last. To do this, they will 
need to keep their checkbook ledgers up to date and be sure to include all ATM withdrawals. Their 
money management goals should be to pay with cash and avoid purchases they can’t afford. 

·    Develop a first semester budget. Help your teen set monthly spending targets. Without a personal 
budget, he or she is liable to run through money quickly. His or her personal budget should include 
meals out, clothes, gasoline, and other living expenses. 

�    Explain the cost of credit. Many students treat credit cards as free money. Credit is anything but free. 
Once the grace period is up, students are assessed interest. For example, students who charge 
$1,000 on a credit card with an annual percentage rate of 17 percent and make a minimum payment 
of $25 or 2.5 percent, will pay $959 in interest over a 12-year period. 

�    Encourage thriftiness. Make sure teens know that, if they’re not careful, their hard-earned, summer 
work money will disappear. Snacks, convenience store sodas, and other incidentals can drain a 
checking account in short order. Eating out when you have a prepaid dorm meal ticket can also 
shrink a checking account.  

�     Warn about too-good-to-be-true deals. Students should be leery of vendors who offer free t-shirts, 
Frisbees, and other giveaways to apply for a credit card or to enroll in a CD program. Students could 
wind up paying $25 a year for that credit card and paying for CDs they wouldn’t have bought other-
wise. 

�    Guard against credit card fraud. Inform teens to be careful with those credit card and Social Security 
numbers. They should shred receipts, outdated bills, and pre-approved credit card offers. They 
should also keep credit cards in a secure place and never let others use them. 

�    Make students aware of resources. Let your teen know that he or she can always come to you 
for help and that there are nonprofit, credit counseling agencies that offer consultations. To schedule 
a confidential counseling session with a certified credit counselor near you, call NFCC at 1-800-388-
2227. 

 
—Republished with permission from the National Foundation for Credit Counseling.  Visit www.nfcc.org for 
more information. 


