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Chapter 1 : The Psychology of Money - Professor Michael Argyle, Adrian Furnham, Michael Argyle - Googl
1. Earned success and deserved failure fallacy: A tendency to underestimate the role of luck and risk, and a failure to
recognize that luck and risk are different sides of the same coin.

Share 37 Shares Advertisers have a boatload of cash that they use to conduct research studies to find new ways
to get us to spend. They know the psychology of money and use it to their advantage to get us to spend our
hard earned money. So what are some of the tricks that they use? Here are a handful of tricks that get you to
spend more money. Psychology of Money Credit Card Rewards The credit card industry lives off of the
interest it charges consumers for not paying their balance in full. But as people get smarter with their credit
cards and only charge what they can afford to pay off in full each month, the credit card industry has to come
up with new ways to earn interest. What is this new way? Enter credit card rewards. That right, you earn
rewards for spending more! Credit card rewards are a huge business today. Many wise consumers take
advantage of credit card rewards and earn free products and free trips for using their credit card. But, many
more people fall victim to the rewards game. They spend more just to earn more points. There are bonus
points and categories where you can earn more points, but in many cases, you need to have a credit card that
charges an annual fee. To top all of this off is the complexity of many of the rewards programs. There are all
kinds of hoops to jump through in order to redeem many of the rewards and in some cases, the rewards expire
after a period of time. If you are regimented with your money, credit card rewards can be a benefit for you.
But if you are more carefree with your money, then avoiding credit cards might make the most sense for you
since any benefit you get, you lose through the payment of interest. Cash Back In addition to the credit card
rewards programs, some credit cards also offer cash back. In this case, instead of earning points for items, you
earn cash back. Everything I mentioned above with regards to rewards applies to cash back credit cards. Buy
More, Save More I personally love this one. It is pure genius. But if you buy one, you get the second sweater
for half price. That is a sweet deal! In fact, this is a good deal if you are shopping for multiple sweaters. It
happens in the grocery store all of the time. In some circumstances, you do need to buy a certain number of
items to get the discount, but if you do, the store will clearly note this. In the store circular I receive, they will
list an item with a bolded price next to it, indicating that the item is on sale. While they never go as far as to
say the item is on sale, we assume it is since it is listed in the sales flyer. The only way to catch wind of this
trick is to pay attention to what items sell for at regular price. It might seem difficult to do, but over time, you
will learn the regular prices of items and will be able to spot when something is on sale or not. Buying The
Idea, Not The Product If you take notice to the signs and banners of many of the products for sale, you will see
that the person is attractive, fit and you would associate them with having a great, full life. This is done for a
reason. Advertisers want you to buy the idea of a perfect life instead of the product. Once they get us to buy
into this perfect life, they have us a customers. We aspire to have a great life and think that using a certain
product will help us reach that goal. In order to overcome this, you have to really be honest with yourself and
ask yourself if you are buying the product or the image of how you think life will be with the product. Your
Action Plan Overall, there are many tricks to the psychology of money. Advertisers have many resources to
get us to part with our money. Many times, we do so without hesitation or really knowing that we are being
tricked into buying more than we need. The best advice I can give you for overcoming these psychology of
money tricks: Shop With A List: When you have a list, you tend to stick with it. It sounds simple, but it works.
Know What You Need: When you are out shopping for clothing, know what you need. If you need a sweater,
there is no need to buy two or more. The more you know what you need, the better you will be at fending off
the advertisers tricks. Even when we have a list and know what we need, we still need to be honest with
ourselves. When you find yourself wanting to buy something, call a timeout and wait a minute. You need to
think things through. Do you really need it? Can you afford it? Asking yourself these questions will go a long
way to helping you beat the tricks advertisers use to get you to spend your money. Readers, what psychology
of money tricks do you see or have you fallen for?
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Chapter 2 : Stress and Money | The Psychology of Money
The Psychology of Money This is the first of five articles that explain how we can get in control of our money. This
important article deals with the psychology of money, your money mindset; it teaches you how to think about money.

D, a psychologist who deals with relationship, money and wealth issues and is author of Crazy About Money:
You might even know all the right things to do. Here are seven mistaken beliefs to relinquish. Money makes
you happy. Money is a scorecard. When money is the top priority for a person, and they lose it â€” because of
a layoff, for instance â€” their self-worth shrinks. Someone will take care of me. Many women commonly
believe that a man will provide for them, Baker said. In one of her workshops, women in their 50s still held
onto this belief, even though they had zero evidence of this in their lives. A similar belief is that God will
provide everything you need, she said. And such avoidance can prompt money problems. There is never
enough money. Then learn how to add to your money for the extras you want. These people must be onto
something, so I should do the same. She used buying real estate as an example. You can get great advice from
financial gurus. While you can learn some helpful information, be wary of one-size-fits-all financial tips.
Many factors, including your goals, age and risk tolerance, have to be considered. Baker wishes that the media
conveyed the importance of working with a financial expert. Baker suggested visiting these sites for more
information: When interviewing potential advisors, she suggested asking these questions: Who is your ideal
client? For instance, advice to a year-old will be very different than to a year-old, she said. You want to find
an advisor who helps people with your net worth and who will know which investments are most suitable for
you, she said. How much do you charge for your services? In a typical year, how much would I spend on your
services? Do you make a commission from trading? According to Baker, some advisors get paid a flat fee per
hour, while others get paid a percentage. Do you subscribe to suitability or fiduciary standards? Suitability is a
lower standard of responsibility. This might be suitable for you, but it might not be in your best interest.
Consider if you trust or could trust this advisor. She also explores self-image issues on her own blog
Weightless and creativity on her blog Make a Mess:
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The psychology of money is how our beliefs, expectations, and feelings influence our financial behavior, success, and
disappointment. This means that financial success is an "inside job" and is more determined by what's between our ears
and inside our hearts than what's on the outside.

Attitudes The Psychology of Money This is the first of five articles that explain how we can get in control of
our money. This important article deals with the psychology of money, your money mindset; it teaches you
how to think about money. Nothing you will ever learn about money is more important than learning how to
get in control of your money. And getting in control of your money begins here. It is exciting for me that I
have this opportunity share what I have learned about getting in control of money because this information is
rarely taught, even though getting in control of your money is critical for financial success. How we think
about money determines what we do about money. We are what we are today as a result of the choices we
made yesterday. Our choices all grow out of our inner beliefs and thought processes. This is as true with
money as it is with any other aspect of life. I can tell you that this first step, while it may sound ho hum to
some, is an extremely important one for anyone who wants to be successful with their money. If we want to
get in control of our money, we need to start here. We hear it every day. Different thought processes when it
comes to money. It Takes A Small Money Mindset Change One of the most important financial truths for
anyone to grasp is the fact that it is not how much money we earn or even how much we spend, but whether
we are in control of our money that matters in the long run. There are plenty of doctors and lawyers in
financial trouble. There are plenty of secretaries and nurses who are prosperous. Let that idea sink in. The
difference between retiring a millionaire and retiring with no money and a ten to twenty thousand dollar credit
card debt is no more than a Burger King meal or a gourmet coffee a week! This is the most important single
mindset change you can make. If you imagine that it takes a large amount of change to become successful
with money instead of a small one, you will find it difficult to change your future. If you realize that over
spending only a few dollars a month leads to catastrophic debt while living within your means and saving a
little consistently over time can make you rich, you can commit to change more easily. Understanding the
Psychology of Money Motivating ourselves to take the steps we need to make in order to get in control of our
money becomes possible only when we see that it is indeed really possible for us to be financially successful.
In my experience many people will realize they can succeed financially and will choose to do so as soon as
they understand how little change is required. Many people will realize they can succeed financially and will
choose to do so as soon as they understand how little change is required. A Positive Potential Of course none
of it can happen until we know how to get in control. Even if you cut back spending in one area you can lose it
elsewhere unless you know the secrets of control. However, I know that many people never try because they
continue to think of financial success as something that is just too hard. Please believe me that the task is not
that large. If you just realize that and then make a mental commitment to learn how to get in control of your
money you can do it as easily as all successful people have. Again, money control starts with our attitude
about money, our money mindset. After reading the next articles in this series you will see how you can easily
gain the control you need to assure your financial success. That knowledge will give you the foundation for a
positive money mindset when it comes to controlling your money and assuring your financial success. There
are numerous reasons most people have lost confidence in their ability to do well financially. Some of us,
while confident in our abilities generally, grew up in an environment that caused us to feel as if having money
was wrong. Honest and good people were not supposed to have money! That is equally wrong headed.
Unfortunately, there are a few countries in the world where people are severely confined by oppressive
governments. But the chances are, anyone in a position to be reading this will have all the opportunities they
need. The only question is whether or not our opportunities to take control of our money and achieve financial
success will be seized, a matter of choice. The truth is that people can become prosperous in America today
and in most other places in the world , even on a modest income. But money success only comes once we
learn how to think correctly about our potential for becoming successful with money. There is nothing to keep
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us from choosing to discover our abilities and committing ourselves to begin working toward our goals in this
area today. Then, if we remain persistent and patient we can and will succeed.
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The Psychology of Money. Your friends are idiots. Their personal finances are a mess, they're delusional about their
spending, and most of them don't even max out their (k).

Knowing how money pushes our buttons could help us be happier and healthier. So much of our lives is spent
wanting it, needing it, earning it, spending it and then regretting what we did with it. There are many things
that play into our relationship with money, including our upbringing, education, and employment, but we
often overlook the psychological factors at play. Psychology lecturer and broadcaster Claudia Hammond
recently published a book in which she argues a better understanding of our relationship with money can help
us grasp how it affects our thinking and behaviour. Before a credit card purchase, imagine getting that amount
of money out of the ATM. If your headache is really bad, buy the more expensive branded pain relief. Choose
an expensive all-you-can-eat buffet rather than a cheap one. Open a savings account at the other end of the
country the money will feel further away. If you want to treat yourself, buy something memorable. Think
carefully about insurance. Think carefully about a better paid promotion, if it means less enjoyable work.
During her research, she looked at hundreds of studies and discovered ways we can get a better handle on our
money, and the impact it has on our health and happiness. A famous study from the s compared lottery
winners with a group of people who had been paralysed and a group who had had no change in their
circumstances. The researchers found that within a year the lottery winners were not much happier than they
had been before their win, and that their newly acquired wealth had stopped bringing them happiness. But
when you look at those living in poverty, a different picture emerges. They have less to worry about because
they are not worried about where they are going to get food or money for their accommodation or whatever
the following week," Ms Hammond said. But even taking this into account, people massively overestimate the
happiness money brings. Spending on experiences is more likely to make us happy than buying material
goods, Ms Hammond said. So opt for a weekend away over a new television. Even if you desperately want
that new TV, research suggests the thrill of the purchase will soon pass. And yes, the weekend will be over
sooner, but the memories live on. Not only will reminiscing about your lovely weekend likely give you
pleasure for months or possibly years to come, you also get to enjoy the delicious anticipation.
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Chapter 5 : How the psychology of money affects your wealth
Psychology of Money Making payments, paying for college, and saving or investing in your future can be difficult.
Changing financial habits that may be causing financial difficulties can be even more challenging.

Today, the psychology of money. In these weeks leading up to the festive season, money may well be on your
mind. Welcome to the Australian version of All in the Mind, Claudia. Tell me about that. Yes, they upset a lot
of people doing this. They threw the bits onto the fire a few at a time. It took ages and ages to burn, and people
were really, really upset with them and really angry with them. And they were really taken aback at how upset
people were. So why Bill, why? There was a lot of reasons why and we are still discovering reasons every day.
And is there a philosophy behind this, is this sort of a denial of the material world or something like that? We
could have done with the money. We wanted the money, but we wanted to burn it more. And what did you
feel as you saw it burning? What did your wives feel about it then? It has caused problems! I mean, we do take
money very, very seriously, and rightly so because you can do all sorts of things with money, you need money
in the modern world to get along. But what people were so upset about was that they wasted that money and
they could have done something else with it. But what I think is interesting is that had they frittered that
money in normal rockstar fashion, if you like, if they had spent it on fast cars or throwing TVs out of hotel
windows or luxury holidays, nobody would have criticised them in the same way. It was the fact that it came
to nothing people really minded about. And studies since have shown that we really do hate seeing money
destroyed. And people say they feel very distressed, but the part of the brain that is activated by that is the part
of the brain which deals with tool use, with things like using a penknife or cutlery or something like that. And
I think this shows how money is in some ways a drug and a thing we are obsessed with and a thing that acts on
the brain in certain ways, but also a tool at the same time. That obsession that you mentioned and the addiction
that you mentioned, what does the research say about how money feeds in to those things? At that moment
their reward centres will be activated. And so there is something unique about it, it is really powerful. And the
people who paid on a card spent more money and they also bought more unhealthy snacks than the others did.
And the same thing happens if you spend money on a contactless card to buy small things, a sandwich,
something like that. So you are more likely to spend it. But I think in the long term we will get used to that
because I think we usually do get used to the problems that are brought about by new technology. But also
maybe technology will come to the rescue. So maybe there will be cards in the future where your balance in
your bank account automatically flashes up on the card all the time. In order to get an idea of how our brains
react to money, one of the experiments you looked at was done by cognitive researchers Chris and Uta Frith.
Can you just relate that to us? Another thing you talk about is that money seems to be very tied up with what
we think about our mortality and death. It was almost a kind of bulwark against worry about their own
mortality. Tell us some of the unexpected things that they are revealing to us about our irrationality with
money. Yes, unfortunately we are quite irrational with money. But we think we are good at spotting these
deals, but actually there are various ways in which we are not very rational when it comes to money. One of
them is when we look at discounts on things. Another thing we doâ€¦this is one of my favourites, is when
people see things in a shop, they are often laid out in threes. And if you look online as well, say you want to
buy a new laptop, they are often in threes. And when people were just given a choice of two to buy, say a
cheap one and a medium priced one, then about half the people would choose the cheap one, half the people
would choose the medium one. But if you put beside it a third very expensive item, much, much more
expensive, all sleek and beautiful, a lovely expensive laptop, then suddenly twice as many people will go for
the middle item than they were before, so they compromise. Yes, we really do. I mean, loss aversion is a really
strong finding. So we love a win but we really, really hate a loss, and we hate it so much that we will give up
chances to win things in case we lose something. And this is fascinating because even monkeys do the same
thing. So in the experiments with capuchin monkeys, they train the monkeys to use little plastic tokens, a bit
like money, and they can hand over their token to the man who is holding out some grapes on his hand, and
they do it so that sometimes one man on one side always offered two grapes, but sometimes offered a bonus
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grape and gave them a third at the same time. The other man always offered three grapes but sometimes when
they had handed over their token he would take one away. And the monkeys very soon learned to go to the
one who sometimes gave a bonus, and they really hated going to the man who sometimes took it away. For
example, we often choose to buy more expensive items, in the belief that they will be of higher quality. Might
a placebo effect come into play here too? Yes, I mean this is fascinating. So we do tend to believe that
expensive is good. And obviously sometimes expensive is good. Expensive luxury cars are probably better
than cheap economy cars, and they are more comfy and go faster and things like that. So, often it is true. So in
a way the lesson from that is not to go on a wine course, because if you start to know, then you need to have
the expensive wine. So sometimes it is worth paying for the expensive things. And they gave people
painkillers beforehand and that helps you stand it for a bit longer. You know, we are not really that aware of
them, we think we are operating in a rational way. And they would say it comes from shopkeepers, because
they see shopkeepers giving their parents change without realising their parents handed over more money first.
Or they say it comes from banks. And they rarely said that their parents put it in there, but they will just say,
well, the banks just have it. And yet even quite small children will treasure bits of money, and at the beginning
it is like shiny treasure, shiny copper coins are a nice thing to have and they will put them in their money
boxes and count them. So I was saying to the kids, you know, how much money does a really, really rich
person have? And so they thought that was the amount of money that somebody really, really rich would have.
Yet other studies have shown that by the age of six, seven, eight they do know that you can sell things and that
there are ways of making money. And so quite quickly children start to get a more developed sense of it. You
tell a lovely story about a memory you had as a child and how you wanted to save up money to buy a lute, of
all things. They were very, very expensive, and I decided that this was what I was going to save up to have,
which was a ludicrous thing to save up for because I was never going to get it, and I never did. But I did spend
ages drawing out one of those thermometers like you get outside hospitals where you see them raising the
money, and I would colour it in red when I saved the money. So I never bought something exciting and special
with the money, although it was probably more fun than buying a lute, to be honest. We all vary though to
some extent about how we use money and how we manage money, and often even in families, siblings vary a
lot. How tied to personality is money management? People who are high on impulsiveness are more likely to
spend their money. And I think these differences in personality which you see so hugely in families can
explain why it is in the same family people can have such different attitudes to it, even though they have
probably seen their parents doing the same sorts of things. And how effective does it seem that money is a
motivator and used as a reward? In America in various different cities they tried paying young people,
children, to do exams and to do well in exams. In others they paid them to do certain tasks, to read certain
books and to learn certain things, to revise certain things, and that was much, much more effective, that did
work. And there are examples where it completely backfires, paying people things at all. And one of the best
known of these is a series of studies that were done in nurseries in Israel, and they decided that what they
would do was fine parents if they turned up late, which lots of nurseries now do, because they were fed up
with parents constantly turning up a bit late to pick up the kids and one member of staff had to stay with some
kids that were behind. And they thought this will be a brilliant idea, and they charged them quite a bit. And yet
it went so wrong, this plan, that within a week every single parent was late at least once, which was
extraordinary. And so it changed a favour of the member of staff staying late and parents feeling guilty about
that into a paid-for service. And so it is curious in a way that it went so wrong. This is the age-old question
about money and happiness, but what actual research have you come across about the relationship between
money and happiness? Yes, it really is an age-old question, and what we do know is that within a given
country, within a separate society, then the people with more money are on average happier than the people
with less money. They have less to worry about because they are not worried about where they are going to
get food or money for their accommodation or whatever the following week. So in one way that is not that
surprising. But even then people massively overestimate how happy money makes people. Claudia Hammond,
psychologist and author of Mind Over Money. I think there are all sorts of things that we can do in our lives so
that we can feel that we have more control of money, and so we can make some better decisions about it and
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not such irrational decisions about it, and to use it in the right way at the right moments. So you want to get in
there first to do that. And then afterwards we are left with all these memories that we can think about as well
which make us feel happier too. And so it is definitely the case that spending money on experiences is a good
way to go. One of them is spending money on experiences. Claudia Hammond, author of Mind over Money:
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Chapter 6 : The Psychology of Money - Saving and Spending Habits
When it comes to money, insula stimulation can stop your spending. On the other hand, the act of saving - either by
having cash in a bank or by experiencing a significant savings on a product or service - brings savers intense pleasure.

If so, Psychology of Money can make an important difference for you. We specialize in providing coaching ,
psychotherapy and money therapy help you to: Develop key life skills like Prosperity Thinking and Empathy
Overcome limiting beliefs and self-sabotage Enhance your relationship with money Improve personal
relationships Reduce stress, worry and depression Navigate family conflicts We also do proprietary training
for financial service and mental health professionals. What is Psychology of Money? The psychology of
money is how our beliefs, expectations, and feelings influence our financial behavior, success, and
disappointment. The psychology of money helps us to become more aware of our money scripts, how we may
be sabotaging ourselves and how we can re-write those scripts to create more success. Although Psychology of
Money emphasizes money, the same mindset that creates financial success also creates success in
relationships, career, health, lifestyle, etc. In areas of recurring stress, we all have a tendency to repeat or rebel
against the way we were raised. Lasting success and fulfillment depend upon what Dr. Gottfurcht describes as
developing a Prosperity Thinking and abundant state of mind while reducing Poverty Thinking and scarcity.
We coach locally, nationally, and globally with people from all walks of life. We also provide individual,
couples, and family psychotherapy and workshops for people who can come to our Brentwood Los Angeles
office. For over 30 years, Dr. He is also a Board Certified Coach specializing in money, relationships and life.
If you are interested in coaching or psychotherapy , call for a complimentary phone consultation at or email
Dr. Gottfurcht at psychmoney aol. Our sessions have had a major impact on my life I see differences in the
way other people are coached. For me, you are the right coach Consider me one of your success stories.
Roberta Lee-Driscoll, CFP Honolulu, HI Your presentation gave them invaluable real-life examples of simple,
but effective strategies they can use to control their negative emotional reactions to stressful events. The
explanation of Prosperity Thinking vs. Poverty Thinking will no doubt stay in their consciousness and give
them perspective when they feel overwhelmed by the tidal wave of bad news that bombards us on a daily
basis.
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Chapter 7 : The Psychology of Money - PsyBlog
2. Stress and Personal Finance b. Distinguish between the "big stuff" stresses and the "small stuff" stresses. Stress and
the big stuff Take a few minutes to see how you compare to people who have suffered a stress-related illness.

There are spenders and savers in the same families, kids who grew up in poverty and still develop great
wealth, and heirs who blow the family fortune. Experts are revealing that brain chemistry plays an enormous
role in your financial habits. Researchers observed activity in an area of the brain called the insula, which is
stimulated when you experience something unpleasant. When it comes to money, insula stimulation can stop
your spending. Meir Statman, a behavioral economist at Santa Clara University uses this analogy: Knowing
the total amount saved gives savers immense pleasure. And since we tend to skew to extremes, spenders can
end up in financial trouble later in life, and savers can end up with great regrets. Recognizing which one you
are can help you reach a healthier balance. They observed the children until they were adults and learned that
the ones who were able to delay their gratification achieved much more success in life than the ones who
wanted instant gratification. These seven ways to calm your impulses will help you cut back on spending:
Never use credit cards or other lines of credit. Withdraw cash from your bank account yourself, so that you
can see the dwindling balance. Pay as you go. You can even use personal goal setting tools like stickK to put
money on the line to achieve your long-term financial goals. This can help prevent frugal fatigue. Stop and ask
yourself before each and every purchase whether or not you truly need the item. Know the difference between
needs and wants. Look at the future, no matter how uncomfortable it is. The instant gratification appeared
more valuable than doubling the earnings after a delay. But what makes you tick and brings you pleasure as a
saver? Are you sacrificing too much and endangering your health? Researchers explain that two primary
motivators drive savers: Be vocal about your spending goals. Think of your future: But fortunately, this
knowledge just might be what it takes to overcome our bad habits â€” whether that means excessive spending
or frugality â€” and live our lives to the fullest, responsibly. Are you a spender or a saver?
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Chapter 8 : The Psychology of Money
The New Psychology of Money is an accessible and engrossing analysis of our psychological relationship to money in
all its forms. Comprehensive and insightful, Adrian Furnham explores the role.

The Psychology of Money Professor Glenn Wilson Economics may be considered a branch of psychology
since it usually boils down to the motives and behaviour of individuals. Sir Thomas Gresham was an early
contributor to behavioural economics with his explanation to Queen Elizabeth I as to why the realm was
depleted in silver. Share movements are marked by the tendency to jump on and off bandwagons a kind of
social contagion or herding instinct. The typical stock market bubble e. Media attention generates enthusiasm
among the wider public, which grows into greed-driven mania, sometimes delusional in proportion, as the
price of the stock spirals upwards. Then a tipping point is reached perhaps triggered by institutional selling
according to computerised criteria and the value of shares begins to fall. At this stage, enthusiasm is replaced
by the emotion of fear among private investors. During the entire boom-bust sequence the valuation of the
shares is determined less by the economic strength of the company than the emotions of the investors greed,
euphoria, fear and panic. People behave irrationally with respect to money Ariely, Having made an
investment decision they selectively seek information that confirms that it was the correct one, thus avoiding
the discomfort of cognitive dissonance. An optimistic bias operates within commerce Kahneman, This
generates wishful thinking, including the illusion of control the belief we are in control of our destiny, not the
playthings of luck and the planning fallacy tendency to underestimate the completion time and costs of a
project and overestimate its benefits. Even though it may be irrational, optimism is good for individuals
optimists are more resilient, have stronger immune systems and live longer and probably also society helping
to drive capitalism. This form of irrationality is more apparent in adult humans than young children or
non-human animals. The perception of money is easily distorted by its value. This study has not been reliably
replicated but it triggered many others on the estimation of money size. Furnham found that British people
remembered the old pound note as bigger than the present one, presumably because inflation has reduced its
value over the years. Molz found that German people saw their own Euro as bigger than those of other
countries, especially that of Portugal, a country that is both small and struggling economically. High inflation
makes people insecure about the value of their money. Countries that redenominate are usually in economic
difficulty e. The Euro-illusion refers to that fact that countries that changed their own currency to the Euro
generally think that this fuelled inflation because it was hidden in the changeover Gamble, It is higher for
countries where the exchange rate was extreme e. Tourists in countries where the exchange rate is a multiple
of their own currency e. Money is more than just a means to an end. It prompts behaviour that cannot be
explained by its utilitarian value. People rolling in money still seek more of it, as though they can never get
enough. They will sacrifice other values such as family and friends in favour of accumulating money. They
chase money for the sake of money or perhaps to keep ahead of the Joneses. Money evokes conditioned
emotional responses. We become attached to its form and resist changes in notes and coins. It has
commonalities with food, which might suggest an evolutionary origin for our craving. When hunger is aroused
by delicious aromas people become fiscally tighter Briers et al, The mere thought of money seems to make us
mean. Reminders of great wealth e. Money-primed subjects seek greater space from other people, in the
manner of an animal that has acquired a kill and wants to protect it from competitors. This may underlie the
stereotype of the wealthy miser e. Bouissac has suggested that this is the basis human hoarding, especially
when it is solitary rather than social. However, it may be more equivalent to saving, where money is
accumulated to be used for later purposes, such as taking a holiday or buying a house. Accumulating money
just to allay anxiety, with no intention ever to spend it, is a form of obsessional-compulsive disorder. Factor
analysis of questionnaires has identified various attitudes with respect to money and their personality
correlates. This is called delay discounting and it is one reason that immediate lump-sum pension payments
are set at less than long-term payments. Generally, poorer people discount more than wealthy, perhaps because
they are not in a position to put anything aside. DD is a good measure of impulsiveness as a personality trait,
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impulsive and extravert individuals placing more of premium on immediate gratification. Not surprisingly,
drug addicts, alcohol abusers and smokers show steeper DD functions than their non-addicted counterparts
Reynolds et al, Even the children of smoking mothers display more DD than children of non-smokers,
implying a genetic connection. Compulsive shopping is an impulse-control disorder related to depression and
OCD which can result in problems of debt. The most common target items are clothing, shoes and jewellery
for women and electronics for men. Shopping is a mood-enhancing experience, relief being felt when a
purchase in made Black, It relates to low self-esteem and depression and is heightened during the PMS phase
of the female cycle. Credit cards are more likely to be used and luxury goods purchased when self-esteem is
threatened. This might account for some of overspending difficulties that people of low socioeconomic status
get themselves into. Trade was originally conducted with commodities like cattle and wheat. This gave way to
precious metals like gold and silver, which were later cast as coins that served as units of money. Next came
notes promising a certain amount of precious metal e. More recently we have added handwritten cheques,
credit cards and cashless transactions such as web transfers and mobile phone payments. This trend towards a
cashless society may well have contributed to the recent economic collapse. Kleptomania is similar to
compulsive shopping but features an impulse to steal things rather than purchase them shop-lifting or taking
money. Again, the act of stealing is accompanied by a sense of relief, though the goods or money taken may
not really be needed c. Kleptomania is associated with mood, eating and addictive disorders and is also more
common in females about 3X and also varies with cycle phase Talih, It is a well-established principle that
where money is concerned we prefer avoiding losses to making gains. This is referred to as loss aversion and
it is held to account for many other investment phenomena. The framing of a commercial communication has
an important influence on the decision-making of consumers. Messages worded in terms of what might be lost
as opposed to what might be retained are more persuasive in prompting people to gamble, even when expected
outcomes are identical De Martino, et al, Bank customers whose credit cards were lying fallow were sent
letters that either explained the benefits of using the card or pointed out what they might miss out on if they
did not. Those who received the loss-framed message were twice as likely to start using the card as those sent
the gain-framed letter. Another kind of framing is called mental accounting Thaler, People code their
transactions into compartments that reduce the economic logic of their decisions. The two situations are
equivalent so why the difference? Such categorical thinking is responsible for many irrational decisions. Since
selling something that is owned arouses fears of forgoing it, the endowment effect may be an example of loss
aversion. Indeed, it is associated with activation of the insula, a part of the brain that has previously been
linked to disgust, pain and fear of monetary loss Knutsen et al, There are other possible explanations,
however. The endowment effect may also be explained as a discount for the costs and risks of the transaction
e. Does money make people happy? Rich nations are generally happier than poor ones but the relationship is
far from perfect; other factors like political stability, freedom and security also play a part. The
money-happiness connection seems to be stronger for people paid hourly than those on a salary DeVoe et al,
This is presumably because salaried people can more easily compensate with career satisfaction. Money seems
to impair the ability to enjoy the simple things in life, which rather offsets the happiness that wealth brings.
When someone has done something out of the goodness of their heart e. Cognitive dissonance experiments
show that paying people derisory amounts of money for their work results in them enjoying it less and doing it
less well than people doing it gratis. The most effective way to derive happiness from money is to give it away
Dunn et al, This ranges from small gifts to close family and friends to major organisations contributing to the
wider society. Andrew Carnegie, Bill Gates and Mark Zuckerberg are among the extremely wealthy
businessmen who have recognised that philanthropy is more satisfying than hoarding. Misers are indeed
miserable. There may be exceptions: American comedian Jackie Mason said: The Hidden Forces that Shape
our Decisions. Are humans less rational than lower animals? Psychological Bulletin, , The Journal of
Socio-Economics, 37, World Psychiatry, 6, A better evolutionary account of money psychology. Behavioural
and Brain Sciences, 29, Psychological Science, 17, Journal of Abnormal and Social Psychology, 42, The
effect of hourly payment on the money-happiness connection. Journal of Economic Psychology, 4, The
psychology of money usage. Personality and Individual Differences, 5,
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Chapter 9 : Wealth, health and happiness: the psychology of money - Health - ABC News
Comprehensive and cross-cultural, The Psychology of Money integrates fascinating and scattered literature from many
disciplines, and includes the most recent material to date. It will be of interest to psychologists, sociologists,
anthropologists and to people interested in business and economics.

Spontaneous Status Note that the above money personality categories are for adults. There are slightly
different versions of the cards for adults, young adults and teens. They are also available in Spanish. Certainly,
there are other money type assessments that are quite good and helpful. One major difference is how people
use Money Habitudes versus other money type assessments. Money Habitudes looks and feels like a card
game. The card sorting process is hands-on and interactive. Instead of fill-in-the bubble pages, the quiz
questions are on playing cards. Often the questions cause people to laugh and smile, which is rare when people
talk about money! It also feels less like a stressful IQ intelligence test or aptitude test than other personality
assessments like the Myers-Briggs. As a game, it lends itself to working with groups and classes and is often
used in workshops and seminars â€” in addition to coaching and counseling sessions with individuals or
couples. Most classes that use the cards average people. To better understand the psychology of money, with
Money Habitudes, people see themselves as a combination of different money personality types. People may
have all six Habitude types, or may have five, four, etc. People come to see how the relative force each type
â€” and its pros and cons â€” can manifest itself in their life, finances, relationship, business or career. Money
Habitudes also aspires to be nonjudgmental and non-threatening. This is crucial when it comes to talking
about money. One of the reasons people dislike discussing money is that they often feel that they are being
judged. They may perceive that someone is saying they are spending stupidly or being irresponsible. They key
with Money Habitudes is finding a psychology of money benchmark for where you are and why you behave
the way you do. Then it lets you decide if that combination of traits is the right balance for you, your life and
your goals. In many cases, students and clients have their own breakthrough AHA! They then take the
initiative to make changes themselves. You have to change. Do what I say! However, it was also designed so
that those with years of education and experience can get great value from the results. As such, the activity and
the results can be employed as a quick exercise of 15 minutes or can be longer and the resultant analysis and
discussion can last for hours. The Money Habitudes Professional Guide provides about pages of additional
information, suggestions, analysis and interpretation beyond the most basic but effective 8 yellow
interpretation cards in each deck of Money Habitudes. Also, occasional all-day professional training seminars
teach practitioners such as marriage counselors, financial therapists, financial planners or social workers how
to use the cards and get value from the tool in more advanced and sophisticated ways. Although the cards may
look unprepossessing, there are many layers to what one can do and learn with them. Money Habitudes is not
a free personality test. However, the materials can be reused over and over, greatly reducing the cost per
participant or per use. Many organizations that use the cards do so every week or every month â€” and the
materials often begin to find their way into multiple programs or offerings. An asset building organization
may, for example, use the same deck of cards in a weekly budgeting class, one-on-one housing counseling, job
readiness classes, entrepreneurship seminars or as the basis for a self-awareness training for VITA volunteers.
It may not make the testing process free, but being able to reuse the materials quickly amortizes the cost of a
deck of Money Habitudes cards to less than a dollar per participant. It may be how one defines success, what
family of origin influences one had, or what one wishes one had to be happier. In any case, the assessment part
of Money Habitudes is part of a bigger experience where people often learn about their money personality but
also learn to feel more comfortable talking about money. For comparison, a few other money personality tests
net the following types: The Pleasure Seeker prioritizes pleasure and enjoyment in the here and now. The
Idealist places the greatest value on creativity, compassion, social justice or spiritual growth. The Saver seeks
security and abundance by accumulating more financial assets. The Star spends, invests or gives away money
to be recognized, feel hip or classy and increase self-esteem. The Innocent avoids paying significant attention
to money, believing or hoping that life will work out for the best. The Caretaker gives and lends money to
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express The Empire Builder thrives on power and innovation to create something of enduring value. Would
rather not to be responsible for financial decisions or money management. Seeks safety and security and longs
to be rescued. Victim â€” Often blame their financial situation on external factors. May have been abused,
betrayed or have suffered some great loss. Tends to live in the past. Often has a self-fulfilling prophecy.
Warrior â€” Take charge, goal oriented. Discerning, powerful, driven, and financially self-actuated. Tend to be
self-sacrificing and long-suffering. May be financially generous but can have strings attached. Can have
boundary issues. Needs to learn to receive. Fool â€” Looking for a windfall and tends to take financial
shortcuts. Relatively fearless, often impulsive and can get caught up in the enthusiasm of the moment. May
lack discipline, be restless or overly generous. Need to develop patience and to slow down their
decision-making process. Finds the material world difficult to live in. Tyrant â€” Can use money to
manipulate and control people, events and circumstances. May not feel at peace with themselvesâ€¦money
makes them feel safe. Their greatest fear is loss of control. Magician â€” The ideal money type. Knows how to
transform and manifest their financial reality. Willing to claim their own power. Armed with the knowledge of
the past, they have made peace with their personal history and have transformed their lives. They feel secure
and know all their needs will always be met.
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