
 

 
 

 

 

 

 

 

 

 

 

Our society has long been fascinated with the stories, whether true or fictional, of those kings and queens, 

business magnates and titans, celebrities and entrepreneurs who have been able to amass great wealth. 

We are, however, perhaps even more captivated by the sagas of the unfortunate (or foolish) souls who 

manage to squander their fortunes, often in spectacular fashion. It’s easy to read about these tales of woe 

and feel completely separate from the stories because of the sheer amount of money involved and the 

unbelievable expenditures required to lose it all. For example, Nicolas Cage’s private island and $1 million 

Ferrari may not resonate with your day-to-day spending habits.1 

It’s easy to laugh off the notion that the purchase of a 67-million-year-old dinosaur skull would put a bit of a 

strain on your monthly “Entertainment” budget,1 but the financial issues surrounding the maintenance of new 

wealth are very real. Furthermore, those issues could hit much closer to home for many Americans over the 

next few decades. According to a recent report from InvestmentNews, over the next 30 years, $30 trillion will 

be passed down from baby boomers to Generation X and then to millennials.2 That’s another one of those 

___ 

1 Warner, B. (April 12, 2014). How Did Nicolas Cage Blow Through a $150 Million Fortune? CelebrityNetWorth. Retrieved from 

CelebrityNetWorth.com. 
2 Skinner, L. (July 13, 2015). The Great Wealth Transfer is Coming, Putting Advisers At Risk. Investment News. Retrieved from 

InvestmentNews.com. 
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almost surreal numbers, but the implication is that, at some point over the next few decades, some members 

of Generation X and Generation Y are going to see a sudden infusion of cash.  

Now, the receipt of an inheritance is different than any other newfound wealth, as it is usually the result of 

the passing of a family member or someone close to us. The Nicolas Cages of the world and lottery winners, 

whom we will discuss later in the article, are in a completely different situation, as they don’t have to manage 

the powerful emotional impact of grief and moving on that comes with an inheritance. That said, eventually, 

those receiving an inheritance will need to focus on the money itself, as management of any wealth, much 

less a significant chunk, is not a simple proposition. 

With any infusion of cash, there comes the temptation to purchase something we have always wanted, but 

have simply been unable to afford. This is not necessarily a bad thing, as long as it fits into an overall plan. 

With an inheritance, the recipient may have ideas for the money to satisfy certain wishes of the deceased or 

to make purchases or donations in their memory, which can serve as a valuable and important use for the 

money. Once an inheritor has at least come to terms with grief and moved past the temptation to spend all 

of the money irresponsibly, what comes next is often a feeling of uncertainty.  

There are so many distant major purchases and long-term goals that we are supposed to set money aside 

for, it’s difficult to know how to put your newly-acquired funds to the best use. Further, with a large chunk of 

valuable assets comes a natural and, in some cases, warranted fear: “What if I lose it all?”  

This increased stress is likely one of the reasons why 37 percent of lottery winners’ families claimed to 

actually be less happy after receiving their winnings. And it’s not an irrational fear: 44 percent of lottery 

winners spend their winnings in five years or less, and the probability that a lottery winner’s new family 

wealth will be completely depleted by the third generation is a staggering 90 percent.3 If it can happen to a 

lottery winner, whose windfall has the potential to be much larger than an inheritance, it can happen to 

anyone.

___ 

3 n.a. (April 16, 2015). Lottery Winner Statistics. Camelot Group plc. Retrieved from StatisticBrain.com. 
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As previously mentioned, the receipt of an inheritance is a completely different situation than the lottery. I 

only use the analogy because of the similarity in the sudden increase in financial assets for the beneficiary. 

It is also important to take into account that the powerful emotions the recipients are apt to feel in both 

situations can have a significant impact on their ability to make rational decisions about how to effectively 

manage their wealth. 

So, if you find yourself in a position to receive an inheritance, how can you avoid the pitfalls that can come 

with a major cash infusion? 

RESEARCH DIFFERENT TYPES OF FINANCIAL PROFESSIONALS 

TO FIND THE BEST FIT FOR YOU  

The results of a survey released by the Center for Financial Insight (full results available here) showed that 

two of the top reasons investors are not currently working with an advisor are that the investor can’t afford 

the price of advice or, even more frequently, that the investor doesn’t have enough assets to become a 

profitable client for the advisor.4

For younger investors with lower-paying jobs and less time to save, one or both of these are often true. In 

fact, a professional advisor might not even make sense for these types of investors, as the combination of a 

very basic investment portfolio and simple saving strategies may suffice while they work to build up assets. 

For a couple of reasons, this can all change in a heartbeat when a potentially significant sum of money like 

an inheritance comes along.  

First, financial mistakes are often magnified with a larger amount of assets, as investors have more available 

to lose. Second, depending on your most important financial goals, it might make sense for you construct a 

more advanced portfolio designed to invest in a variety of different investment vehicles. Even for relatively 

savvy investors, attempting to understand the inner workings, risks and fees of the financial instruments 

available, spending time researching the companies offering those products and learning how to make the 

necessary transactions to create this type of portfolio can quickly become an overwhelming proposition. 

Third, don’t forget that your brain is always working against you when it comes to attempting to plan for the 

future (learn more about how that pesky ol’ brain can affect saving practices here). 

So, when this situation comes along, you may find that you need a bit of professional help. 

 

___ 

4 n.a. (July 2015). Man vs. Machine – How Investor Perception of Human vs. “Robo” Advisors Could Shape the Future of the 

Financial Advice Industry. Jackson. Survey completed with assistance of third-party provider. 

http://www.jackson.com/static/pdf/cmc15509.pdf
https://www.jackson.com/static/pdf/cmc12447.pdf
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And yet, according to the aforementioned InvestmentNews report, 66 percent of children who inherit money 

from their parents decide to fire the financial professional who had been managing that wealth.2 This 

decision to fire their parents’ advisor can be due to a multitude of different factors and reasons. In fact, in 

some situations, it could very well be the most logical move. That said, it’s important to separate the decision 

to leave a certain advisor from the decision to move forward without any level of professional help. Because 

every investor is unique in the way they want and need to receive advice, it might simply be a question of 

finding the right type of advisor to fit your personality, style, interests and goals. 

 

For example, a “robo-advisor,” which refers to an advice platform that provides online portfolio management 

with minimal human intervention, may be an attractive option for investors who are looking for a lower-cost 

solution that blends portfolio creation and automated maintenance.  A human advisor, on the other hand, will 

likely offer more in-depth investing options based on your unique situation.  A human advisor can also serve 

as a trusted confidante to help you make tough decisions (or avoid making foolish decisions) with your hard-

earned money, but for a higher fee than his or her electronic counterpart. 

Of course, you can’t place every robo-advisor offering or human advisor into just two separate categories.  

Each specific option has a different value proposition, style, area of expertise and set of skills. For example, 

in the Center for Financial Insight survey mentioned above, when investors were provided the opportunity to 

choose among five different human advisor personas, four out of the five earned more than 10 percent of 

the results.4 The point? We are all different, and we all want different things in our most important 

relationships – which most people would agree include the person (or super-advanced robot) in charge of 

managing our hard-earned money.  

Take the time to do as much research as possible before deciding which option suits you best. Your time 

spent on the front end could potentially for a more successful relationship for both parties, and in the long 

run, you won’t regret being extremely discerning in your decision process. 

TALK TO YOUR FAMILY ABOUT MONEY 

Seems simple enough, right? Think again. A recent survey from Northwestern Mutual showed that U.S. 

adults would rather talk to their children about “the birds and the bees” or tell their adult children to move out 

of the house than have a conversation about money.5 Yikes. Money is always a sticky topic, but that doesn’t 

mean it’s not vitally important to talk it through with your parents or family members. The last thing anyone 

wants is a situation in which a family member passes and the rest of the family is financially unprepared to 

deal with the consequences.  

___ 

5 n.a. (2014). 2014 Planning and Progress Study – Talking Money and Retirement. Northwestern Mutual. Retrieved from 

NorthwesternMutual.com. 
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U.S. adults would rather talk to their children about “the birds 

and the bees” or tell their adult children to move out of the 

house than have a conversation about money. 

Depending on the situation, a family meeting can be important not only to ensure that contingency plans are 

in place for a worst-case-scenario, but also to build a level of trust between the benefactor or benefactors 

and the inheritor. Remember, they worked hard for the money and don’t want to see it wasted. In the 

financial industry, some companies offer a provision known as “Control from the Grave,” in which 

benefactors can add certain conditions to the money they pass down in an effort to help inheritors avoid 

poor financial decisions. Don’t be the guy or gal who causes their benefactors to put stipends on the family 

nest egg! 

Critical though it certainly is, given the major aversion to discussing these tough issues, it might be up to you 

to convince your parents to sit down at least annually to go over the family’s financial situation. As awkward 

and repellent as the topic may seem, I think we can assume that everyone agrees on its importance. If that’s 

the case, it might make sense to schedule the conversations with set reminders, just like a doctor’s 

appointment. Nobody wants to get a physical either, but that doesn’t mean you can just skip it.  

It also doesn’t hurt to do what you can to make it as appealing as possible. Think about having the 

conversation after buying and cooking dinner for the family or scheduling the discussion after taking 

everyone out to the movies. If you are already working with a financial professional, he or she can help you 

understand exactly what you need to cover in these sessions, and may even provide you with tools and 

information to help you prepare for the conversation. And finally… 

LEARN WHAT YOU CAN ON YOUR OWN 

If you aren’t working with a financial professional, there are quite a few free resources out there to help you 

learn more about wealth transfer, end-of-life planning and even talking to your parents about their financial 

future (check out one of our articles on that very topic: 5 Questions to Ask Your Parents About Retirement).  

I urge you to take advantage of as many different sources of information as you can, as soon as you can, to 

start building and accruing a solid knowledge base. Start putting together a list of your favorite sites offering 

financial or investment education and begin bookmarking interesting articles to read when you have the 

time. Many of these sites allow you to subscribe to receive updates, which can help remind you to return 

regularly to find new content. 

As mentioned, this is certainly not an easy topic, so you will naturally come to a point where you have 

questions. When this happens, ask! Regardless of the topic, I like tweeting questions at a company or expert 

that I follow. Even if they are not able to answer through social media for regulatory reasons, it can be a 

good way to get your question out there and at least start moving in the right direction. 

I’m sure you’ve done this before, but remember that you can also ask questions about finances with a 

simple Google search. We do it for everything else, why not for these types of questions as well? I would 

hazard a guess that someone has asked the same question before and, who knows, they may have 

received an excellent answer on a reliable forum. Of course, it is important to focus on the credibility of the 

site and/or expert offering the answer, but as long as you get multiple opinions and verification of the 

information provided, the Internet can be a good place to start. 

I wish you the best of luck! Thanks for visiting the Center for Financial Insight. Don’t forget to check 

out the other educational resources available on the site, and to check back often for fresh content. 

 

https://www.jackson.com/static/pdf/CMC13784_0914.pdf
http://www.jackson.com/thoughtleadership
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Investing involves risk, including possible loss of principal.  

The opinions and forecasts expressed are those of the author and individuals quoted and should not be 

construed as a recommendation or as complete. 

Jackson® is the marketing name for Jackson National Life Insurance Company® (Home Office: Lansing, 

Michigan) and Jackson National Life Insurance Company of New York® (Home Office: Purchase, New York). 

Provided by Jackson National Life Distributors LLC. 
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