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Advising Clients to Gift to their Children
by Joan L. Sharp, CFP®, ChFC®, CAP®, MSFS

Gifting money can open an important financial discussion between your clients and their children.

If your client is lucky
enough to be in a strong financial position, gifting is one way
to approach the subject of their
children’s financial well-being.
Gifting opens the door for conversations about money between
parent and child. You may discover that many of your clients
are afraid to talk about money
with their kids. This is probably
because they don’t want to create a lazy mentality and give their
children the feeling that they do
not have to work to support themselves. Or perhaps your clients seek to avoid the topic altogether
in an effort to create normalcy in their home. In
this case, as their advisor you need to remind your
client that when their child receives a windfall
someday, they will not be equipped to handle their
financial matters. Like lottery winners who discover the desire for unearned success, the majority of
people who experience this windfall will squander
the money.
My experience has shown that the best way
to begin this client conversation is by urging clients to be honest with their kids. It is important
to start talking about money issues when the kids
are young. They never want money to become the
driver of their lives.
Clients need to understand that with gifting
comes the responsibility of managing money and
striving to obtain a balanced life. While clients
may have begun to talk about money with their
kids, they have to show them that work provides

Clients need to understand
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a balanced life.
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a sense of identity and is not all about the money.
Hopefully, your clients are involved in their communities, follow a passion or have explored undeveloped talents. Tell your clients that kids will
often follow what their parents do. Urge them to
lead by example.
Clients also need to become better communicators. As an advisor, you can help in this process.
Suggest your clients give their children room to
grow and share their strengths with the world.
Encourage them to educate their children about
money—talk about it, open accounts to manage
and challenge them to think about spending and
saving and how to use money to support passions
and develop talents. One option is to open a donor
advised fund and allow the children to make the
grants. This helps prepare them for running family
foundations and their own future charitable giving. Perhaps your client might even introduce their
children to you, giving you the opportunity to reiterate some of these ideas.

Foremost,
your
clients need to create a reality for their
children. If they open
the door to gifting, it
should be used as a vehicle to teach financial
responsibility and as a
way of educating their
children about their
money stories and
family heritage. Your
clients should embrace
teaching moments so
their children learn
about the value of
money. Perhaps every
time your clients deposit money into their
children’s
account,
they should have their children give back in some manner.
Help your client feel comfortable developing their kids’ talents, work ethic or an interest in volunteering. And don’t forget to tell your clients that it is okay to let their children take
charge.
In advising your clients that it is time to begin a dialogue
about money with their children, consider providing these
steps for them to follow:
1. Clients need to get over their fear of talking about money.
It’s their issue. They shouldn’t make it an issue for their
kids.
2. Have your clients show their kids what the bills look like,
what things cost, how they choose to spend money.
3. Your clients should build a strategy as a family that is not
based on money but rather on what is important to their

family. Let kids make choices and decide which items are
important and how much to give to different charities/the
community.
4. They can gradually give their children more financial
responsibility. Maybe participating in a family outing to
Montana or Europe where their kids make some of the
financial decisions would be a good exercise.
5. Show them how hobbies and interests could potentially
become careers. This is a way in which they will learn to
enjoy work not purely for money.

To have this conversation, you must understand your client’s money issues as well as their life priorities. Basically, you
are teaching your clients to help their kids form a strategic
vision, not a tactical vision.
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Congratulations to Joseph M. Belth, CLU®, Ph.D., Editor of The Insurance Forum, celebrating the 40th year of this periodical that has so diligently focused on an open and
balanced discussion of insurance issues.
HERBERT S. DENENBERG

This issue of The Insurance Forum is dedicated to
the memory of Herbert S. Denenberg, who died
March 18, 2010, at age 80. He and I were graduate
school classmates at the University of Pennsylvania
50 years ago, and we remained in contact afterward.
He is survived by Naomi, his wife of 52 years, two
brothers, and a sister.
Herb was born in Omaha on November 20, 1929,
three weeks after the stock market crash, and four
weeks after I was born. He was the fourth of eight
children, and was aged 12 when his father died from a
heart attack. Herb earned undergraduate and law
degrees from Creighton University. He served three
years in the U.S. Army. He earned a bachelor’s degree
from Johns Hopkins University, where he met Naomi.
He later earned a master’s degree in law from Harvard
University. He then became a fellow of the S. S.
Huebner Foundation for Insurance Education, which
is administered at Penn. He earned a doctorate in

Herb left his academic position when Pennsylvania
Governor Milton Shapp appointed him the state’s
insurance commissioner. In that position, Herb
angered many persons inside and outside the insurance industry by his strong advocacy of the rights of
consumers.
In 1974, Howard S. Shapiro wrote a biography of
Herb entitled How To Keep Them Honest and subtitled “Herbert Denenberg on spotting the professional
phonies, unscrewing insurance and protecting your
interests.” Mr. Shapiro was a young Philadelphia
Inquirer reporter in awe of Herb. The book was written
around the time Herb resigned as commissioner to
seek election to the U.S. Senate, and the book may
have been a means of promoting his candidacy. He
lost narrowly in the primary. Later he was appointed a
public utilities commissioner, but resigned when he
was not confirmed. He then launched his career as a
local television and newspaper consumer advocate in
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