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What comes to mind when you hear the word marathon? Some of us feel the excitement and
rush of the potential to conquer a grueling, challenging activity. Others of us simply respond with
the word “no.” Well imagine it’s a beautiful day for a spring marathon and you’ve mustered up
the courage to participate. While others don light tank tops, runner’s shorts and specially crafted
sneakers, you arrive in a light winter jacket, bulky sweat pants, and basketball shoes — after all
45 degrees is cold. Furthermore, you learn the other runners have been training exclusively for
this race for the past four months. Your “training” consisted of running a few miles here and there
on the treadmill over the last month or so — and a pick-up basketball game last week.
The probability of dramatically different marathon outcomes is very high.

Two important aspects
of successful ﬁnancial
management: a working
knowledge of managing
and multiplying assets, and
the ability to pass those
assets and that knowledge
down to future generations.

The concept of wealth creation is a lot like hearing the word marathon for most people. It can
be especially daunting for many black families across a broad spectrum of income earning
levels. A typical response to such a claim is to say train properly or harder and wear the
right clothes. But what if you did not have access to a proper training schedule? What if you
could not procure an appropriate running outfit? To add value to these runners, as it were,
one would do well to acknowledge the access aspect of the dilemma before moving on to
prescriptive solutions.
We believe that Black Americans have a great deal of desire for growth when it comes
to financial management and investing, especially conveying key financial lessons to
their children. Collectively, this segment represents over $1 trillion in buying power1. The
opportunity for advisors to help translate those resources into unprecedented wealth creation
while also providing opportunities to be supportive partners in this process, may provide
advisors with an opportunity to differentiate their practice.
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The cumulative,
generational effect of
these practices has helped
lead to the median white
family having 12 times the
wealth of the median
Black family.

$

Median White
Family

$

Median Black
Family

AMERICA’S WEALTH GAP PRIMER
Before advisors can credibly and effectively add value to this underserviced segment they must understand
some factual impediments to Black family wealth accumulation, forces that prevent the willing marathon
runner from being fully prepared. Much of the challenge for Black communities stems from discriminatory
practices — both historic and contemporary — such as redlining,2 general housing discrimination,3 and
inflated interest rates.4 The cumulative, generational effect of these practices has helped lead to the median
white family having 12 times the wealth of the median Black family.5 In fact, one in four Black households
have zero or negative net worth.6 Even in families where one or more members has a professional degree,
Black families have, on average, $200,000 less in wealth than their white counterparts.7
With dramatically lower generational assets, two important aspects of successful financial management
have historically been unavailable to generations of Black Americans: (1) a working knowledge of managing
and multiplying assets, and (2) the ability to pass those assets and that knowledge down to future
generations.
Even today, Black Americans who report being well-educated in finances, tend to emphasize saving over
investing. Consequently, Black Americans tend to participate in “safe” low-return investments8 while black
youth tend to score lower on financial literacy assessments.9
America’s wealth gap is largely structural in nature and, while that gap may ebb and flow, astute
advisors can help Black families translate their income earnings into wealth accumulation. It is important,
however, for advisors to embrace a paradigm shift in thinking, which is that while poor financial choices
contribute to the aforementioned gap, it is not a leading factor. When working with Black clients, financial
advisors should consider acknowledging this reality and also championing the idea that personal efforts,
such as promoting financial literacy within one’s family, may help to improve wealth acquisition outcomes.
Here are some actionable strategies you can use in partnership with your clients for teaching key
financial management lessons to their children.
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CHILDHOOD PHASE: Teach the importance of saving

Teach saving at an early age

Physically walk them into a bank

It’s never too early to teach the value of saving. Your clients may want to consider purchasing a piggy bank
or a clear mason jar when their child is around five or six years old, so that the child can watch actual
savings in action. This allows them to become familiar with watching their funds “grow in reserve.” Once
they have accumulated a reasonable amount in their personal piggy bank, parents can take their child to
open a savings account. By physically taking them into a bank, parents provide children with a tangible
learning experience regarding financial institutions.
All parents should encourage a consistent savings habit while teaching the differences between needs
and wants. As children age, they will continue to learn the value of saving by adding money to their account
that is either earned from chores or received as holiday gifts. As they enter the pre-teen and adolescent
years, parents should begin talking with their child about savings goals: “How much do you want to save
and for what purpose? What will it take to achieve your goals?”
The elementary years are also a great time for lemonade stands or other child-generated ideas for
raising money. Whether it’s making and selling ice cream sandwiches or homemade crafts, children
can earn additional money to add to their savings accounts by appealing to adults who appreciate their
entrepreneurial spirit.

TWEENS AND TEENS PHASE: Educate about investing

Continue talking about financial
“next steps”

Teach them how to make small
investments

Parents with teens have a lot on their plate — myriad activities, biological and cognitive changes with their
children, and navigating increasing peer pressure. Consequently, the immediate challenges of the adolescent
years may result in financial education taking a back seat. During this period, however, financial advisors
can be a particularly important support, further encouraging parents to maintain and build upon the
foundation they laid earlier while offering specific tips and strategies.
In fact, suggesting to your clients that continuing to talk to their children about “next steps” when it
comes to financial matters might actually help bridge the potential growing relational gulf that may have
opened up between teens and their parents during adolescence. While it may sometimes seem they’re not
the most rational human beings, it is important to continue to hone those critical thinking skills and may
be the perfect time to introduce basic concepts of investing.
Teens love hands-on experiences that don’t feel like learning, and, of course, many of them love money,
too. Explain to parents this creates an opportunity to provide children with direct exposure to investing.
They can set aside time each month to discuss current investing trends, encouraging their child to do
research and select a few companies they believe will increase in value over the next quarter. Next, they can
have their child “put their money where their mouth is,” by even making small investments. Having the
child pick companies they care about and which reflect their values can make investing fun while providing
practical grounding for the future. At the same time, the opportunity to gain and lose money will provide a
realistic idea of the risks associated with investing.
Once parents are confident in their teen’s knowledge, they may want to introduce them to mutual funds
and exchange-traded funds (ETFs) as a way of investing in a professionally managed basket of securities.
Additionally, this is the age when parents might want to introduce children to their own process for
preparing for long-term financial commitments, such as saving for college, and to key members of their
financial planning team, such as a banker or to you, their advisor.
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YOUNG ADULT PHASE: Handle the present, keep building for the future

Work with them concerning
budgeting and navigating
the credit card landscape

Teach how to minimize
student loan debt

By emerging adulthood, this type of consistent investment training may provide a child with both a
foundation for how to save and invest, and if done correctly, potentially have at least a little money set
aside from their previous years of research and practice. The lemonade stands of their formative years may
have morphed into budding entrepreneurship and the beginnings of wealth creation. Now, as young adults
they may be learning about financial topics like working with a limited budget, navigating the credit card
landscape, and minimizing student loan commitments. This is also an important time to drive home the
concept of the time value of money.
The fact that a child may be about to move away from home for college, work, or a gap year doesn’t
mean your role as the advisor is complete with respect to providing support to your clients who are parents.
In fact, your advice can be more important than ever, as you outline for parents the key lessons they need to
convey to their young adult children.
Talk with parents about student loans and how to involve their young adults in responsible planning
and management so their debt burden is minimized over time. If the family is fortunate enough to not
need student loans for college, invite parents to consider encouraging their child to seek a part-time job so
they can develop a steady work history. The moment when the child begins generating consistent income,
however modest it might be, may provide a parent with the opportunity to discuss opening a Roth IRA
with a discussion around retirement.10 And reinforce the message that retirement may seem ages away, but
early contributions make big differences in the future.
Remind parents, this is also a great time for their children to develop connections with individuals who
have business ventures. Many billion-dollar companies today started as concepts during college. Emerging
adulthood provides diversity and experiences that can lead to either potential career opportunities
or building relationships that can prove to be profitable business ventures later in life. Internships,
apprenticeships, and other mentor-type relationships, whether formal or informal, can yield great fruit
in the years ahead.
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CONCLUSION
Financial growth requires planning and research indicates investing is a key area of opportunity in the
Black community. According to Morningstar, the number of Black investors has increased from 57% to
67% over the last 17 years.11 While that’s certainly an improvement, this demographic has greater growth
potential, and advisors can play a key role in helping close the significant investment rate gap.
Starting young is a primary key to begin to dismantle structural obstacles that have prevented past
generations of Black Americans from accumulating and fostering wealth. Teaching children the importance
of financial literacy, and emphasizing the importance of planning to achieve both short- and long-term
goals, can make a significant difference in their lives. Advisors, who are well-positioned to add robust value
to clients with children, can offer those who have historically been left out of wealth development with
ideas and tools to help them create wealth.

THE MARATHON RUNNERS OF THE FUTURE ARE COUNTNG ON YOU

Teach saving at an early age

Physically walk them into a bank

Work with them concerning
budgeting and navigating
the credit card landscape

Continue talking about financial
“next steps”

Teach them how to make small
investments
Teach how to minimize
student loan debt
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FLEXSHARES CAN HELP
FlexShares Exchange Traded Funds offer focused ETF strategies that seek to help investors achieve
real-world goals, by providing solutions that empower advisors to construct, allocate and manage
outcome-oriented portfolios. We would be happy to share our insights on how investors and their
advisors can help preserve, protect and grow investment portfolios. Please visit flexshares.com.
IMPORTANT DISCLOSURE
Before investing, carefully consider the FlexShares investment objectives, risks, charges and expenses. This and
other information is in the prospectus, a copy of which may be obtained by visiting www.flexshares.com. Read
the prospectus carefully before you invest. Foreside Fund Services, LLC, distributor.

An investment in FlexShares is subject to numerous risks, including possible loss of principal. Fund
returns may not match the return of respective indexes. The Funds are subject to the following principal
risks: asset class; commodity; concentration; counterparty; currency; derivatives; dividend; emerging
markets; equity securities; fluctuation of yield; foreign securities; geographic; income; industry
concentration; inflation-protected securities; infrastructure-related companies; interest rate/maturity;
issuer; management; market; market trading; mid cap stock; MLP; natural resources; new funds; nondiversification; passive investment; privatization; small cap stock; tracking error; value investing; and
volatility risk. A full description of risks is in the prospectus.
The opinions expressed herein are those of the author and do not necessarily represent the views of Northern
Trust. Northern Trust does not warrant the accuracy or completeness of information contained herein. Such
information is subject to change and is not intended to influence your investment decisions.
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CONTACT US
FINANCIAL PROFESSIONALS

INDIVIDUAL INVESTORS

By Phone Consult
Consultants are available
Monday - Friday: 9 AM to 5 PM ET
1-855-FlexETF (1-855-353-9383)

Your Financial Professional

By Mail/Overnight Delivery
FlexShares ETFs
c/o Foreside Fund Services, LLC
3 Canal Plaza Suite 100
Portland, ME 04101
Follow Us on LinkedIn
FlexShares
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