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The Psychology of Money
Because your paycheck doesn’t 
come with instructions. 

Agenda:
1. Why it Matters
2. Building a Foundation
3. Verisk Benefits
4. Hypothetical Verisk Employee
5. Basic Financial Documents You Should Have



Why it Matters
Because your paycheck doesn’t 
come with instructions. 

Only 4 things you can do with money:

1. Owe it to someone else (debt, taxes)
2. Grow it for the future (savings/investments)
3. Live off of it (lifestyle)
4. Give it to someone else (charitable giving)



Why it Matters

‘Owe’ - the average debt balances are significant:

• Student loans – $29,000
• Car loans – $30,000+
• Credit cards – $15,000+
• Mortgage – $170,000+

Despite being the wealthiest country in the world, 
most Americans are terrible with their money.

Source: daveramsey.com/blog/top-money-statistics



Why it Matters

Not much ‘Grow’:

• 50% of Americans have less than 1 month of 
income saved for an emergency

• Over 40% of Americans aren’t saving for 
retirement

Source: daveramsey.com/blog/top-money-statistics



Why it Matters

High ‘Owe’ and low ‘Grow’ leads to financial stress.

• Causes problems at home
• Increases pressures at work
• Links to mental health issues (depression, anxiety, 

substance abuse)



Building a Foundation

4 principals that are the foundation to a successful 
financial life.

1. Spend less than you earn
2. Pay off debt
3. Save consistently
4. Invest wisely

There is a better way!

Building wealth has little to do with your income or 
investment returns and a lot to do with your savings 
rate.



Building a Foundation
You must learn to be content to not overspend.



Building a Foundation

“Spending money to show people how much money you 
have is the fastest way to have less money.”

“When most people say they want to be a millionaire, 
what they might actually mean is “I’d like to spend a 
million dollars.” And that is literally the opposite of being 
a millionaire.”

- Morgan Housel, The Psychology of Money

You must learn to be content to not overspend.



Building a Foundation

• Debt payments limit your flexibility. When you have 
flexibility with your finances, you have more freedom.

• These payments also limit your current savings and 
spending. 

• When savings is limited now, future savings will need 
to be higher.

Pay off Debt. The borrower is a slave to the lender.



Building a Foundation

Safe Savings Rate
Start saving early – it really matters

*Savings rate needed for a 60/40 portfolio to generate 50% of pre-retirement income. 

Years of Savings Years Retired Safe Savings Rate

30 30 16.6%

20 30 36.0%

40 30 9.0%

30 40 18.6%

30 20 13.9%



Building a Foundation
Another way to view the different savings rate is to look 
at the cost of waiting to invest. We’ll use Sally and Steve 
for our example.

Sally will save $500 per month for the next 10 years, but 
then not save another dollar over the following 20 years.

Steve will not save anything for the next 10 years, but 
then he will save $500 per month for the following 20 
years.



Building a Foundation
Sally’s savings total $60,000 of contributions. 

Steve’s savings total $120,000 of contributions.

Due to the timing, in 30 years Sally’s investments are 
worth $405,503 and Steve’s investments are worth 
$274,571 despite double the amount contributed.

*Assumes a linear 8% compound growth per year



Building a Foundation
Wealth gained hastily will dwindle, but 
whoever gathers little by little will increase it.

“One of the most powerful ways to increase your 
savings isn’t to raise your income. It’s to raise your 
humility.”

- Morgan Housel, The Psychology of Money



Building a Foundation
Good investing is not necessarily about making good 
decisions. It’s about consistently not screwing up.

“The only way to know how much food you can eat is to 
eat until you’re sick…for some reason the same logic 
doesn’t translate to business and investing, and many will 
only stop reaching for more when they break and are 
forced to. This can be as innocent as burning out at work 
or a risky investment allocation you can’t maintain.”

- Morgan Housel, The Psychology of Money



Building a Foundation
Good investing is not necessarily about making good 
decisions. It’s about consistently not screwing up.



Building a Foundation
Good investing is not necessarily about making good 
decisions. It’s about consistently not screwing up.

J.P. Morgan Asset Management once published the 
distribution of returns for the Russell 3000 Index – a big, 
broad, collections of public companies – since 1980. 40% 
of all Russell 3000 stock components lost at least 70% of 
their value and never recovered over this period. 
Effectively all of the index’s overall returns came from 7% 
of companies that outperformed by at least two standard 
deviations.



Building a Foundation
Good investing is not necessarily about making good 
decisions. It’s about consistently not screwing up.

“The nature of the stock market can make even smart 
people nervous, greedy and paranoid.”

- Morgan Housel, The Psychology of Money

“The first rule of compounding is to never interrupt it 
unnecessarily.” 

- Charlie Munger



Verisk Benefits

In the following slides we will address the major 
benefits offered by Verisk and comment with some 
applicable financial planning considerations.

This is not an exhaustive look at the benefits offered.



Verisk Benefits
Medical Plans

Verisk offers four medical plan options. 
• Preferred Provider Organization (PPO)
• Consumer-Driven Health Plan with Health Savings 

Account (CDHP/HSA)
• Exclusive Provider Organization (EPO)
• Catastrophic Plan

The plan you choose will depend on your personal 
situation. If you choose the CDHP/HSA plan you can start 
a Health Savings Account (HSA) 



Verisk Benefits
Health Savings Account

Verisk will establish an HSA account for you and contribute in 
the amounts below if you contribute a minimum amount based 
on your coverage level- $500 or more for employee-only 
coverage and $1,000 or more for all other coverages.



Verisk Benefits
HSA accounts are extremely tax-efficient, often referred to as 
“triple tax exempt” since the contributions go in tax free, 
earnings are tax free, and distributions are tax free when they 
are used for medical expenses.

If you can afford it, we recommend funding the HSA, but not 
using the account to pay for health expenses. 

Balances over $1,000 can be invested (25 mutual funds 
available to choose from).



Verisk Benefits
Disability Insurance

If someone else depends on you for your income, we strongly 
encourage disability insurance.

Short-term disability (up to 26 weeks) is provided at no cost to you. 
The amount of the benefit is based on your length of service at 
Verisk.

Long-term disability (takes effect after the 26-week short-term 
coverage) is also provided at no cost to you. The monthly benefit is 
50% of salary up to $5,000. If you need more than $60,000 per year 
of coverage you should consider additional coverage.   



Verisk Benefits
There is supplemental long-term disability that provides a 
monthly benefit of 60% of your salary up to $10,000. There is a 
cost to this optional coverage.

For many, the basic coverage at no cost would not cover their 
living expenses if disability occurred.

All of these coverages are group policies, which have pros and 
cons. Obviously, if you don’t need more than the provided 
coverage, there is nothing to do. If you are looking into the 
supplemental coverage, we highly recommend discussing with 
a financial professional before purchase (ideally one that is not 
compensated only if you purchase their product ).



Verisk Benefits
Life Insurance

If someone else depends on you for your income, we 
strongly encourage life insurance.

Basic life insurance is provided at each employee at no 
cost. The benefit is 1x your base salary up to a maximum 
of $500,000. 

You can purchase additional coverage, up to 4x your 
annual salary up to $2M. 



Verisk Benefits
For those with people depending on your income, the basic life 
insurance is not enough.

Similar to disability insurance, if you are considering the 
supplemental coverage, consult a financial professional to 
compare costs. The group life insurance is priced in age bands, 
the cost will increase. It also is issued without underwriting, so 
the cost can be significantly higher for a healthy person 
compared to that person finding their own coverage.

A life insurance needs analysis is a good place to start to 
determine coverage or use the simple rule of dividing your 
salary by .04 to get a rough idea of the amount of coverage 
needed. We generally recommend term life.



Verisk Benefits
401(k) Plan

By default, you are enrolled with a 6% contribution rate. The 
annual limit is $19,500 ($26,000 if over age 50). Contributions 
can be pre- or post-tax.

Verisk matches dollar for dollar up to 6%. Your contributions 
and the match are 100% vested. 

You will need to determine how aggressive you want the 
investments to be. Once that is determined, we generally 
recommend implementing with low-cost, index-based 
investments.



Verisk Benefits
Employee Stock Purchase Plan

You may purchase Verisk shares at a 5% discount. The 
annual limit is $25,000.

Purchases are after-tax, but when you sell your shares 
will impact the tax treatment. To be a “qualifying 
disposition”, the sale must occur at least 1 year from the 
purchase date and 2 years from the offering date.



Verisk Benefits
Employee Stock Purchase Plan Example

Stock price on offering date: $160
Stock price on purchase date: $180
Discount (5%): $8
Price paid: $152
Shares purchased: 100
Shares later sold at $200



Verisk Benefits

Ordinary Income Long-Term 
Capital Gain

Short-Term 
Capital Gain

2+ years after 
offering & 1+ year 

after purchase

$160 - $152 = 

$8 per share

$200 - $160 = 

$40 per share
$0

Tax Owed $176 $600 $0

Total Tax Owed $776

*Assumes 22% marginal income tax bracket and 15% long-term capital gains bracket



Verisk Benefits
Employee Stock Purchase Plan Example

The timing matters! Below is the same example but held less 
than 2 years from offering and less than 1 year from purchase.

Ordinary Income Long-Term 
Capital Gain

Short-Term 
Capital Gain

Less than 2 years 
after offering & less 

than 1 year after 
purchase

$180 - $152 = 

$28 per share
$0 $200 - $180 = 

$20 per share

Tax Owed $616 $0 $440

Total Tax Owed $1,056

*Assumes 22% marginal income tax bracket and 15% long-term capital gains bracket



Verisk Benefits
Legal Services

Verisk employees have access to a network of lawyers 
across the nation for legal services which includes estate 
planning.

We recommend everyone have basic estate planning 
documents such as a will and power of attorney for 
Health Care and Property. 

If you have a family and life insurance, we also 
recommend a trust.



Hypothetical Employee
Below are the priorities we would give to a hypothetical Verisk 
employee who is 40 years old, married with kids, $200,000 of 
income and whose only debt is a mortgage.

1. Increase pre-tax 401(k) savings to the $19,500 maximum. Verisk 
will contribute $12,000 (6% match).

2. Contribute $10,000 to the ESPP annually. Total discount 
would be $500.

3. Contribute $6,000 to a traditional IRA and convert to a Roth IRA. 
This is called a ‘back-door Roth IRA”. This could only be done if 
there were no other IRAs)

4. Secure $5mil of lower cost term insurance through Verisk or 
another company. Get multiple quotes. 



Hypothetical Employee
5. Secure disability coverage through Verisk or another 

company. Get multiple quotes.
6. Maximize contribution to Health Savings Account - $7,200 

for 2021.  
7. Confirm Will, Trust, Power of Attorney for Health Care and 

Property are up to date. 
Summary 
Total Annual Savings - $42,700 (21% of income) not including 
$12,000 match from Verisk. If you stick with this plan for 20 
years you will have about $2,500,000 at age 60 assuming a 7% 
rate of return. You will also be insured and protected if 
something tragic happens between now and then. 



Financial Documents
We believe everyone should have the following financial 
documents:
1. Balance Sheet – a complete listing of everything you own 

and everything you owe
2. Cash Flow / Budget – doesn’t need to be in granular detail, 

but you should know where your money is going
3. Financial Planning Details - a list of all the important facts 

for easy reference

We have included templates of each at the end of the slides.



Disclosures
This material was prepared by Guillaume & Freckman, Inc.

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. To 
determine which investment(s) may be appropriate fo you, consult your financial advisor prior to investing. No strategy assures success or protects against loss. 
Investing involves risk including loss of principal.

The hypothetical examples are for illustrative purposes only, and the results are not representative of any specific investment or mix of investments. Actual 
results will vary. 

The information provided is not intended to be a substitute for specific individualized tax planning or legal advice. We suggest that you consult with a qualified 
tax or legal advisor. 

Securities offered through LPL Financial, Member FINRA/SIPC. Investment advice offered through Private Advisor Group, a registered investment advisor. 
Private Advisor Group and Guillaume & Freckman, Inc are separate entities from LPL Financial.

Guillaume & Freckman, Inc and LPL Financial do not provide legal advice or services.
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