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INTRODUCTION

“There are three things extremely hard: steel, a diamond, and to know one’s self.” 

Benjamin Franklin

Leading a better financial life is difficult and can be overwhelming. It requires expert 
knowledge of taxes, accounting, investments and insurance; and self knowledge of the 
underlying dynamics that drive your behavior.

What is a better financial life? At Gilliam Mease Advisors, we believe a better financial life is 
purposeful, organized, confident, hopeful, generous, has clarity, and minimizes anxiety and 
conflict. Yet, a better financial life will look different and be unique to each individual.

Whether you have a little money or a lot of money and regardless of your stage in life, 
reading through this brief resource and answering the questions in each section will help you: 

• Better understand how the brain physically processes financial decisions.
• Identify memories and past experiences that negatively affect your financial life. 
• Develop “keystone” habits that have the power to put your financial life in order.
• Fight against the common financial biases that can distort your thinking.
• Associate your use of money with constructive emotional values.
• Better manage the destructive emotional vices that can pervert your values.
• Understand and embrace the powerful role faith plays in leading a better financial life.

The Underlying Dynamics of Financial Decisions is one component of The 7 Uses of Money 
Framework. Along the way you will be directed to other resources and tools also designed 
to equip you in leading a better financial life. 

To get the most out of this resource, it is recommended that you take sufficient time after 
reading each section to reflect before reading on. It’s purpose is not to simply impart 
information, but to help you grow in self-knowledge and to discover what a better financial 
life looks like to you.
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THE ANATOMY OF A 
FINANCIAL DECISION

Objective:	To	better	understand	how	the	brain	physically	processes	financial	decisions.

Financial decisions are almost never based solely on math and logic. Instead, they are 
mixed with emotion, context, and memories from your past, present experiences, and 
perception of the future. If managing money was about math, it would be simple. But no 
one who manages money believes it is simple. In fact, as academia digs further into the 
idiosyncrasies that surround good financial decision-making, they are uncovering evidence 
that financial success is determined more by our behavior than knowledge. In other words, 
personal finance is more personal than it is finance. 

Best-selling author and well-known financial guru Dave Ramsey teaches 
that behavior trumps knowledge when it comes to winning with money. 
His approach to successful money management is clearly engineered 
to influence behavior. Meir Statman, professor of finance at Santa Clara 
University, expands on Dave’s fundamental assumption in his research, 
which argues that 93.6 percent of a financial professional’s advice is 
grounded in helping clients manage behavior.1 

Furthermore, biological evidence suggests that the subconscious, not deliberate thinking, 
is predominantly responsible for the decisions you make. How we approach financial 
decision-making is being reimagined by two emerging fields of study: behavioral finance 
and neuroeconomics. Behavioral finance combines the disciplines of psychology (the 
observation of behavior) and economics (observation of the production, consumption and 
transfer of wealth). Neuroeconomics draws from three disciplines: psychology, economics 
and neuroscience (observation of physical brain activity). Both are driven by the same goal: 
to better understand how and why you make financial decisions. 

The human brain is arguably the most complex thing in the universe. It weighs 
approximately three pounds and is comprised of approximately 100 billion neurons (cells). 
These cells communicate with each other through an electrochemical process. Each 
neuron forms specialized connections called synapses, which produce chemicals called 
neurotransmitters that are released at the synapse. The most popular of these chemicals is 

1 Meir Statman, “The 93.6 Percent Question of Financial Advisors,” (2000): Accessed 2015. http://www.scu.edu/busi-
ness/finance/research/upload/the_93-6__question_of_financial_advisors.pdf

93.6 percent 
of a financial 
professional’s 
advice is grounded 
in helping clients 
manage behavior.
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dopamine, which helps control the brain’s reward and pleasure centers. (Dopamine is what 
makes shopping so much fun.) Other chemicals like adrenaline and cortisol control the fight 
or flight response when you are afraid. These chemicals cause you to want to stash money 
under the mattress when uncertainty floods financial markets. 

On top of that, your brain is in a constant state of change. Old connections die and new 
ones are constantly being formed. On average, your brain is responsible for more than 
70,000 thoughts every day. Of those thoughts, roughly seven financial decisions are made. 

YOUR BRAIN ON MONEY

This three-pound clump of matter is comprised of three main parts: 

Part One: The Brainstem. This is also known as the reptilian brain. It controls autonomic 
functions like breathing, your heartbeat, and the digestive process. It’s what keeps you alive.

Part Two: The Limbic System. This is also known as the mammalian brain. It’s the control 
center for basic emotions such as fear and pleasure. This is the part of the brain that tells 
you when to get in and out of the market. It also drives your lifestyle decisions.

Part Three: The Neocortex. This is also known as the human brain. It’s responsible for 
thinking, calculating, logic, and creativity. Biologically, this is the part of the brain that 
differentiates you from other mammals and reptiles. 

When it comes to making decisions, the human brain is at a physical disadvantage 
when making decisions. There are more neuro pathways leading from the reptilian and 
mammalian brain to the human brain than vice versa. This physical imbalance is what 
creates the tension between logic (knowledge) and emotion (behavior), which makes 
decision-making difficult. 

In essence, every financial decision is an emotional decision that results 
from the biological and chemical processes in the brain. Logic’s role is 
merely to regulate the decision; it doesn’t drive it. When it comes to 
money, our emotions often overwhelm logic. This is why we can always 
find a way to justify your decisions. 

So when we watch the news and see that we are about to go over the fiscal cliff or hit 
the debt ceiling, the emotional, mammalian brain activates fear. It yells, “The market is 
crashing, sell!” Then our thinking human brain reasons, “You know you can’t time the 
market; just be calm and carry on.”

Your emotional, mammalian brain reminds you that it has had this feeling before. If you 
had heeded its advice to sell (and not follow the traditional buy-and-hold advice of your 
financial advisor), then you wouldn’t have lost so much money. If you don’t heed the 
warning this time around, then you’re going to regret it. Sure enough, if the market goes 
down, the emotional, mammalian brain will make the human brain feel foolish. 

When it comes 
to money, your 
emotions often 
overwhelm logic.
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This dynamic or tension is not just limited to market timing. It exists in many of your daily 
financial decisions. Do you buy a $5 cup of coffee or do you suppress your emotional desire 
for pleasure in favor of what your human brain is arguing is a better, more logical use of 
money? It reasons, “If I invest that $5 a day over the next 60 years with an average return 
of 8 percent, then I would accumulate approximately $2.6 million.” Just think about all the 
things you could do with $2.6 million other than drink freshly brewed coffee.

Your brain constantly has to evaluate the pros and cons, risks and rewards of how best to use 
money. Maybe, instead of investing the $5 to buy coffee, you could use it to pay down debt, 
increase your insurance coverage, build additional savings, or even give it to a great cause. 
Or maybe not. Maybe you decide coffee is the best use of money. Decision-making is hard 
work, and the brain doesn’t really like to work. This type of thinking actually burns calories and 
activates the same area of the brain that fires if you were to shove your hands in ice water. 

Because these evaluations take place primarily at the subconscious level, you are not 
actively deciding whether to invest the money or buy the coffee. You are relying on and 
reacting to the built-in underlying biases and emotional values that drive your decisions.  
What’s taking place is called temporal discounting and a competition of your emotional 
values. In this case, it’s the certain emotional value of pleasure versus the less certain 
opportunity for future gain. These dynamics will be covered in more detail later.

Reflect: Think about the last decision you made. How did logic and emotion play into this 
decision? Was it mostly based on logic or emotion?

LEFT BRAINED VS. RIGHT BRAINED 

Your human brain is divided into two hemispheres: left and right. And while we all have left 
and right brains, one hemisphere is naturally dominant when it comes to decision-making. 
Left-brained thinkers dominate industries such as financial services. And when it comes 
to money and marriage, whomever is more left-dominant usually ends up dominating the 
household finances. 

Ironically, I am not a left-brained thinker. I’m actually extremely right-brained. This helps 
explain why I developed The 7 Uses of Money Framework; I needed a better approach 
to leading a better financial life. I’m convinced if I hadn’t chosen financial planning as a 
profession, my wife would have been left to manage our household finances alone. And 
while she is not left-brain dominant, she is certainly more left-brained than me. 

Left-brained thinkers focus on the details. They love analysis, process information linearly, 
manage tasks sequentially, and make decisions based primarily on reason and logic. 
Left-brained thinkers want to do things right (as prescribed by a set of steps). They need 
absolutes. Left-brained thinkers are nerds and like to shove everything into spreadsheets in 


