Talking To Your Children About Money

A survey of First Command Financial Advisors



Talking to children about finances can be a stressful and somewhat taboo topic. According to a recent survey by ING
Direct, two out of five parents would rather talk to their kids about the dangers of drugs and alcohol than talk about
money and three out of ten parents would rather talk to their kids about sex. However, neglecting to educate our
children about financial matters can leave them unprepared and subject to financial difficulties as adults.

Fostering financial literacy in America is particularly important in light of the recent economic turmoil. According to Ted
Beck, a member of The President’s Advisory Council on Financial Literacy, the current financial crisis “is one of the
greatest teachable moments that's ever happened.”

First Command Financial Services, Inc., is seeking to shed light on this important subject by exploring the advice that
the company’s Financial Advisors deem most important for fostering financial literacy and responsibility in their own
children. This report reflects the results of a recent survey of more than 340 First Command Financial Advisors. By
highlighting the topics and advice they share with their own children, First Command Financial Advisors hope to
encourage and support all parents looking to tackle the challenging topic of personal finance.
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With Children

How often do you talk to your child / children about financial issues?

| don'ttalk to my
child / chlldren

about financlal Dally / multiple
lesues tIme: l’a“’, day

Weekly /a few
fimes a week
19%

Meonthly /a few
times a month
33%

“When | was growing up, the economy
wasn't in crisis so it wasn't talked about
as much. People didn't want to know
where they stood because they knew
they were okay. Nowadays, it's
everywhere. You turn on the TV and
the news is riddled with stories of this
company going bankrupt or this family
needing money for food. It is so
appropriate to talk to children early and
tell them how important it is to save
first and spend second. It's saving
what's left after spending that helped
Americans get where they are today.
Maybe if parents of my generation had
taken more of their children aside and
taught them valuable lessons early, then
less people would be in debt and spend
within their means.”

- First Command Financial Advisor

FCO03: How often do you talk to your child / children about financial issues? | Among those with children |

~
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With Children

Single best piece of financial advice you would give your child / children

Learn not to live beyond your means 34

n H 1 41% With
Pay yoursself first 32 <« children in
college
. 3% with
Learn to budgst respensibly 9 < children
30+
Avoid accumulating debt (e.g. credit “_There_ is_much morg acce.ss to.
card, car loans, etc.) financial issues / topics, primarily on
TV and Internet. You can more easily
confirm your guidance by referring
them to valid sources on financial
Start saving monEI'V for retirement matters, like books and the Internet.”
sarly
- First Command Financial Advisor
0 20 40 60 &0 100

FCO7kids: What is the single best piece of financial advice you would give to your child / children regardless of age? Please choose only one. | Among those with children
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With Children

Single worst financial mistake you would emphasize to your child / children

. 35% with
Not having a plan for the <= | children
future 15-18
Neglecting to pay yourself
first
Spending without a budget
“There is a massive amount of
marketing to children that is
15% with sophisticated, and peer pressure drives
Overall debt 10 <= | children their spending habits. It is difficult for
24-29 parents to address these issues
without some type of training.”
Credit card debt o - First Command Financial Advisor
0 20 40 60 80 100

FC10kids: What would you emphasize to your child / children — regardless of age — as being the worst financial mistake. Please choose only one. | Among those with children
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With Children

What financial issues do you talk about with your child / children most often?

35% with
24 <— | childrenin
college

Spsnding on a budgst

Planning for the future 19 <— | 30% with
children 30+
"Pay yoursslf first" 19
Having enough savings 9
Overall debt 8
0 20 40 60 &0 100

FC15: What financial issues do you talk about with your child / children MOST OFTEN? Choose only one. | Among those with children who talk about economic / financial issues with their children

-

T Rl il M meded 5 Rl 1A 1% T I

6
FirstCommand

FINANCIAL SERVICES



With Children

Financial myths you would emphasize to your child / children as being not true

“Because of the ‘want it now’ or ‘instant
gratification’ mentality that now exists...people
no longer understand that everything they want
is not at the ‘tip of their finger’...so explaining
the difference between expectations vs. wants
Is very difficult. Kids today have a true feeling of
entitlement.”

You nesd to make more mensy bsfore you can
start saving

I'mtoo broks to invest

- First Command Financial Advisor

Why should | deprive mysslf now by locking up
my money for decades in retirement savings

57% with
children
30+

You need to be an sxpert to invest properly

57% with
children
30+

Atraditional IRA is better than a Roth IRA 40 <—

0 20 40 60 80 100

FC21kids: What financial myths would you emphasize to your child / children as being NOT TRUE? Choose all that apply. | Among those with children
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With Children

Approximate amount of money your oldest child has in savings

Mean = $10,589
Median = $3,000

None

Lessthan $500
12%

$7000-$30,000

21%

$2000- $7000
25%

FC24: What is the approximate amount of money your oldest child has in savings? | Among those with children

8
FirstCommand

FINANCIAL SERVICES

W

Il SGUaliNMEaa UWUE DEFAAY I RAL Iaar |

ol R W OB B I T B o o vl B B ol Bt o | N B



With Children

Do you think your child / children are better prepared financially than other children?

Not at all prepared., N°t toozgzepared
1%

Prepared about
the same as other
children

16%
Much better

prepared
40%

Somewhat better
prepared
41%

FC23: Do you think your child / children are better prepared financially than other children? | Among those with children
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With Children

What financial aspirations do you have for your child / children as adults?

Learn not to live beyond thsir means

Learn to budgst respeonsibly

Start saving mensy for retirement

Have adequate life insurance 77
Be financially independent 77
Have adequate health insurance 70
0 20 40 60 &0 100

FC27: What financial aspirations do you have for your child / children as adults? | Choose all that apply. | Among those with children
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With Children

Do you think your child / children will be better off financially in the future than you are, or
worse off?

Don't know / Much worse off

financlally

Much better off
financially
38%

Somewhat better
off financially
27%

FC26: Do you think your child / children will be better off financially in the future than you are, or worse off? | Among those with children
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Entire Market

Single best piece of advice you would give parents who want to teach their children about
financial issues

Be a good financial role modsl for your
children {i.e. lead by example)

Start teaching your children about finances
at an sarly age

Have children take some responsibility for
managing their own finances

Discuss financial issues openly and
honestly with your children

Do not be a "safety net” for vour children
(i.e. do not bail them out of debt, pay for
their purchases, stc.)

0 20 40 60 80 100

FC25: What is the single best piece of advice you would give parents who want to teach their children about financial issues? Please choose only one.
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Quotes from First Command Financial Advisors

Why do you think it’s easier to talk to children / your child/children about financial issues?
“More financial responsibility has been given to children, although that hasn't necessarily resulted in better decision making.”

“Adults are becoming more aware of their need to budget and save and pass that along to their children, rather than keeping ‘money’ a
secret.”

“When | was growing up, the economy wasn't in crisis so it wasn't talked about as much. People didn't want to know where they stood
because they knew they were okay. Nowadays, it's everywhere. You turn on the TV and the news is riddled with stories of this
company going bankrupt or this family needing money for food. It is so appropriate to talk to children early and tell them how important
it is to save first and spend second. It's saving what's left after spending that helped Americans get where they are today. Maybe if
parents of my generation had taken more of their children aside and taught them valuable lessons early, then less people would be in
debt and spend within their means.”

“The issue(s) are a common topic of discussion. In the news, at family reunions, etc. In the past it was ‘crass’ to bring up the topic of
finances. Now, no longer. Even in the movies and TV my children see others not much older than they are, with "all the toys". My
children want to know how to have those things also.”

“There is much more access to financial issues / topics, primarily on TV and Internet. You can more easily confirm your guidance by
referring them to valid sources on financial matters, like books and the Internet.”

Why do you think its harder to talk to your children / child/children about financial issues?

“The current generation has more of a ‘we need/want it now’ urge than previous generations who knew it would take time to fill all of our
wants and avoid excess debt.”

“There is a massive amount of marketing to children that is sophisticated, and peer pressure drives their spending habits. It is difficult for
parents to address these issues without some type of training.”

“Because of the ‘want it now’ or ‘instant gratification’ mentality that now exists. Based on the information age...people no longer
understand that everything they want is not at the ‘tip of their finger'...so explaining the difference between expectations vs. wants is
very difficult. Kids today have a true feeling of entitlement.”
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Quotes

What is the best financial advice for teenagers?

“Develop a buying plan/spending plan for an item.”

“Learn to spend less money than you make and you’ll be okay.”

“Let them (teenagers) manage the family checkbook for a year under the parents’ supervision.”
“Start a financial plan early in life.”

What is the best financial advice for college kids?

“Be aware of college loan balances and the timeline to pay them back.”

“Set up your mid- and long-term goals and build a plan to get there.”

Single best piece of advice?

“Have a realistic and reasonable plan and stick to it and adjust it as necessary.”

Worst financial mistakes that teenagers make?

“Expectations to have — right away — what the parents have worked long and hard for.”
“They don’t properly differentiate between ‘needs’ and ‘wants.”

Worst financial mistakes that college kids make?

“Needs vs. wants. They get caught up in the moment.”

Single best piece of advice for parents?

“Having them take responsibility has to be coupled with being a good financial role model.”
“Achieve ‘freedom’ and a purpose-filled life.”

“Work with a trusted advisor.”

“Work with a trusted professional.”
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Research Design

Survey
15-minute interview with First Command Financial Advisors

First Command sent out 475 survey Iinvitations and 343 advisors participated
In the survey (Response Rate: 72%)

Margin of error: +/- 2.8%

Primary Objectives:
Gain insight into the advice financial advisors would give their own children.

Understand the worst financial mistakes that children make overall, and at
different life stages.

Discover what advice advisors would give parents who want to teach their
own children about financial issues.

Learn the financial myths that advisors emphasize as being not true to their
own children.
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©2009 First Command Financial Services, Inc., parent of First Command
Financial Planning, Inc. (Member SIPC, FINRA) and First Command Bank
(Member FDIC and Equal Housing Lender.) Insurance products and
services offered by First Command Financial Services, Inc. Financial
planning services, securities and other investment products and services
offered by First Command Financial Planning, Inc.

Banking products and services offered by First Command Bank. Securities
products are not FDIC insured have no bank guarantee and may lose value.
In certain states, First Command Financial Services, Inc. is registered as a
separate domestic corporation and does business in California as “First
Command Insurance Services.”
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