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To stand out, financial advisers
may evolve into
advisers on clients” well-being

An‘

MARK BHASIN

IN A Wealth of Well-Being, Meir Stat-
man, the Glenn Klimek Professor of
Finance at Santa Clara University
and a prominent thought leader in
behavioural finance, explores how
financial well-being can lead to life
well-being through the third gener-
ation of behavioural finance.

The first generation describes
people as “irrational”, whereas the
second generation describes them
as “normal”. Statman likewise de-
scribes people as “normal” but
broadens the lens of finance to see
them as whole persons and show
them in life well-being domains, in-
cluding dating/marriage, family,
friends, health, work, education,
religion, and society.

Financial well-being is a critical
element or domain of life well-be-

ing, butitislife well-being that peo-
ple ultimately want. The book com-
bines scientific findings by schol-
ars in various fields, such as fi-
nance, economics, medicine,
psychology, and sociology, with
practical stories that provide in-
sights into those findings.

This important book informs fi-
nancial advisers, financial plan-
ners, financial academics, and in-
vestors about the third generation
of behavioural finance’s focus on
well-being as people’s primary
want, and on ensuring that financ-
es are integrated into lifestyle to
achieve both financial and life well-
being.

According to Statman, having
more money (greater financial
well-being) is correlated with high-
er levels of life well-being. But
money alone is not everything and
money is not sufficient when we
assess people. Social status, for ex-
ample, matters for life well-being.

The main goal of the book is to
help readers reflect on what goes
into their life well-being, including
what makes life worth living, as
well as insights into how managing
financial well-being can optimise

the portfolio of life choices.

I found Statman’s conclusions
on education, health, and work to
be most insightful and relevant for
myself. Although education costs
money in tuition and living expens-
es, it enhances well-being by the
utilitarian benefits of better em-
ployment and higher income and
by the expressive and emotional
benefits of increased knowledge,
lifelong friendships, and high so-
cial status.

People experiencing high life
well-being enjoy high perceived
health, low self-reported pain, and
low medical risks, with mental ill-
ness being the best single predic-
tor of low evaluative well-being.

According to Statman, we derive
utilitarian benefits from our work
in the form of earnings, but we also
derive expressive and emotional
benefits from our work through
identity, meaning, community,
dignity, and pride.

Work enhances well-being, and
well-being enhances work pro-
spects and income. People who
work longer live longer. High em-
ployee well-being leads to high em-
ployee productivity, high custom-
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er loyalty, and increased profitabil-
ity. Unfortunately, few people are
fortunate enough to enjoy well-be-
ing in all the domains.

One way wealth advisers can
benefit from this book is through
Statman's suggestion that they
evolve into well-being advisers if
they are to compete for today’s cli-
ents and clients of the future, be-
cause many of the traditional ser-
vices of financial advisers are now
generic.

Financial advisers provide ad-
vice on asset allocation and reba-
lance portfolios, but so do robo ad-

visers at a lower cost. Robo advis-
ers, however, cannot serve as well-
being advisers, which is a potential
competitive advantage for finan-
cial advisers.

By becoming friends with their
clients, financial advisers obtainan
understanding of what is going on
in the lives of their families and
children.

In summary, A Wealth of Well-Be-
ing is a thoughtful and practical
book with research backing much
of Statman’s advice. Finance practi-
tioners can benefit from his chal-
lenge to make finance an “after-

thought” and spend more time
thinking about our life well-being.
The domain of finances is only
one of the many domains of life
well-being. Yet, it has a uniquely
important place because it under-
lies all other domains, since money
is needed to pay for food, shelter,
education, and religious contribu-
tions and to maintain our health.
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