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Introduction

Uncovering clients’ financial goals is paramount for successful financial planning, but doing so is more
difficult than just asking clients outright. Owing to any number of cognitive biases, people can be
strangers to themselves when they provide a response that may not really reflect what motivates them.
As such, financial advisers must be able to separate the signal from the noise—not an easy task when
understanding the drivers of why people do what they do.

Previous research on the topic has shown a structured goal-setting process can help clients better
identify which common financial goals (like retirement) are important to them. However, beneath these
common goals lie deeper motivators—life goals—that can be important in informing a client’s financial
journey. But how can these goals be accessed?

In this research, we sought to examine whether providing a positive psychology framework could elicit
these deeper goals from investors. We found that when participants were provided a positive
psychology framework, they were more likely to discuss financial goals that reflected their underlying
life motivations. Uncovering not just clients’ common financial goals, but also the drivers behind those
goals, can help financial advisers understand their clients on a deeper level. This in turn can help
advisers guide clients through changing circumstances and toward long-term financial success.

Key Takeaways

x (Goals-based investing can be a win-win scenario for clients: one in which they reach their goals and

avoid behavioural pitfalls in the process. However, it is not always so straightforward. Primarily,
investors may not know their true financial goals when they walk into an adviser's office. Second, even
with the right goals in mind at the start, those goals may change as “life” happens.

x When asked outright to name their financial goals, investors tend to list common financial goals like

retirement and buying a house. After being introduced to a positive psychology framework, investors
tend to list deeper goals that reflected their values like donating to causes they believe in and
maintaining relationships with family and friends.

x The present results, in tandem with previous work, suggest that treating the goal-setting process as a

multistep endeavor may help advisers elicit not just the specific financial goals clients want to achieve
but also their broader goals. By tapping into both kinds of goals, advisers can help their clients make
plans they'll stick to now while leaving room for flexibility as the specifics change.

The Benefits and Pitfalls of Goals-Based Planning

There is plenty to be said in favor of goals-based planning. For starters, research by Locke & Latham
(1990) suggests people are more committed to goals if those goals are personalized, important to them,
well-specified, and accurate." In other words, centering a person’s financial plan around their
personalized goals may help combat future decision biases, prompting the investor to stay on track.
Moreover, other research suggests keeping goals at the forefront of financial planning can be lucrative
for clients.? All together, these ideas depict a win-win scenario for clients: one in which they reach their
goals and also avoid common behavioural pitfalls in the process.
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However, there are some challenges with goals-based financial planning that concern the foundation of
the process: What exactly are the investor's financial goals? According to research,? investors may not
know their own financial goals when they walk into an adviser's office for the first time (they may also
not know that they don't know, which is obviously problematic). Investors struggle to define their own
financial goals because of the way human minds work. Given the complexity of the question “What are
you top financial goals?," our minds may be prompted to rely on heuristics. For example, the availability
heuristic—we tend to focus on information that comes readily to mind—may prompt an investor who
recently attended a housewarming party to say her top goal is to buy a house, simply because that event
was easy to remember. As human beings, we also struggle to think about our long-term goals and
needs. Our tendency to focus on our present-day needs is understandable (considering a large part of
our existence is centered on daily survival), but it may be detrimental to our future selves. Another
obstacle investors face to goal setting is the tendency to not know what is possible (and what isn't
possible) with markets and their funds.* For example, many investors do not have a good grasp of the
growth potential of compounding and inflation, which may prevent them from setting realistic goals.

Another caveat to goals-based financial planning is the fact that as our lives change, our goals change.
A key aspect of goals-based financial planning is its focus on SMART goals (specific, measurable,
achievable, relevant, and time-bound),® but this can make such financial plans rigid, making it hard for
a plan to adapt and maneuver around a person's changing or evolving financial goals.

In accordance with this point, human beings also struggle to think abstractly. We are so focused on
dealing with the minutiae of daily life that we struggle to see the bigger picture. In financial planning,
this means that investors may overly focus on their immediate financial needs without ever asking what
else their money can do for them. For example, many investors neglect to consider how their money can
connect to their personal goals and values.

Although goals-based financial planning is promising in theory, in practice the act of defining an
investor's true and long-term financial goals can be a challenge. In our research, we've examined a new
process to help investors uncover their true financial goals, and it starts by both defining a person'’s
Surface Goals and their Deeper Goals.

Helping Investors Uncover Their Financial Goals

The idea that there are different types or layers of goals has been gaining speed in the industry but is
still far from mainstream.® In our research, we define two levels of goals: Surface Goals and Deeper
Goals. Surface Goals are the typical goals that investors strive for and that advisers are used to
managing: saving for retirement, a child’s education fund, or buying a second home. Deeper Goals are
the motivations that drive Surface Goals. These goals are more akin to life goals or values and are
related to an investor's personal requirements to living a fulfilling and meaningful life.

Locke, E.A, & Latham, G.P. 1990. “A Theory of Goal Setting and Task Performance.” Englewood Cliffs, NJ: Prentice Hall.

2 Research suggests that an optimal, goals-based strategy can add more than 15% in utility-adjusted wealth. Blanchett, D. 2015. “The Value of Goals-
Based Financial Planning.” J. Financial Planning, Vol. 28, No. 6.

SSin, R., Murphy, R.0., & Lamas, S. 2018. “Mining for Goals: How Behavioral Nudges Can Help Investors Discover More-Meaningful Goals.”
Morningstar. https://www.morningstar.com/Ip/mining-for-goals

*Kitces, M., & Richards, C. 2021. “Possibilities-based planning instead of goals-based investing.” Nerd's Eye View, Kitces.com.
https://www.kitces.com/blog/goals-based-investing-possibilities-based-planning-realistic-attainable-define-identify/

5 Tamplin, T. 2023. “Goal-Based Planning.” Finance Strategists. https://www financestrateqists.com/financial-advisor/financial-plan/goal-based-
planning/#:~:text=Another%?20potential%20drawback%200f%20goal,more%20risk%20than%z20they%20should

¢ Kinder Institute of Life Planning. 2023. “What Is Life Planning?” https://www.kinderinstitute.com/what-is-life-planning/
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To some, the concept of incorporating Deeper Goals into financial planning discussions may seem
foreign, but a case can be made to the contrary. Deeper Goals provide two key benefits to financial
planning: They are more abstract, and they are flexible.

The Importance of Deeper Goals

Connecting to the Bigger Picture

Prompting investors to identify their Deeper Goals helps them, as well as advisers who are guiding
them, understand why they are pursuing Surface Goals. Connecting a person's Surface Goals to their
Deeper Goals helps weed out irrelevant goals and uncover opportunities. Once the two levels of goals
are connected, it can be easy to see which Surface Goals aren't contributing to a person’s life happiness.
This connection also gives insight into a person’s true aim, thus making it easier to identify different
strategies to achieve that ambition. For example, say a person’s original Surface Goal was to buy a
vacation home in Santa Monica. Upon further review, this person’s Deeper Goal may be to spend
dedicated quality time with their family, which they hoped to achieve via the California vacation home.
However, this same Deeper Goal can also be achieved by buying a much more affordable lake house
instead.

Adapting to Change

Creating a plan for a specific, detailed financial goal has many benefits, but in reality, those goals are
likely going to change. Through no fault of their own, investors change, their circumstances shift, and
life happens. However, even as an investor's Surface Goals change, their Deeper Goals likely stay
consistent.” Given that Deeper Goals are based on a person’s core life values—like their desire to spend
time with their loved ones or to savor life's small pleasures—these goals may be less likely to change.
Identifying an investor's Deeper Goals provides a constant North Star, even as an investor unexpectedly
loses a job, receives an inheritance, or gets a divorce. With a Deeper Goal in mind, investors know what
they should be aiming for with their finances.? The means of how to get there may need to adapt, but
the Deeper Goal remains the same.

In our research, we find that investors may need help defining both their Surface Goals and Deeper
Goals. In a previous study, we tested a process to help investors discover their Surface Goals, and we
will review this process in the next section.’ For the remainder of this piece, we will discuss a project in
which we worked with an unaffiliated wealth management firm, PWL Capital. In this project, we
analyzed a process to help investors identify their Deeper Goals. Overall, we find that these two
processes can help investors define their two levels of goals and, thus, help them build the right
foundation for goals-based financial planning.

Identifying Surface Goals

Just asking a client “What are your top three long-term financial goals?” may not elicit the best
responses. In fact, based on our research, most people will provide goals that sound reasonable but may
not be their true investing goals. When asked this complex question, many investors answer with top-of-
mind goals, which may be swayed by their biases. To help investors better identify their Surface Goals,
we created a three-step process that guides investors through goal elicitation (Exhibit 1).

"Kitces, M., & Richards, C. 2022. “Kitces & Carl Ep 91: Is It Better to Have Clear Goals or ‘Just’ a Strong Sense of Direction?” Nerd's Eye View,
Kitces.com. https://www.kitces.com/blog/setting-clear-long-short-term-reality-based-goals-versus-strong-direction-sense/

¢ Moore, M. 2021. “Council Post: Goals-Based Financial Planning: A Poor Path to Financial Success.” Forbes.
https://www.forbes.com/sites/forbesfinancecouncil/2021/02/17/goals-based-financial-planning-a-poor-path-to-financial-
success/?sh=12ce722240ac

? See footnote 3.
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Exhibit 1 3-Step Process to Identify Surface Goals

[ What are your top three financial goals?

Most important goal:

Second most important goal:

Third most important goal:

Here's a master list of common financial goals. Are there Look at your initial list and master list. Consider the goals
any goals here that are important to you? If so, check the box next you wrote down and the goals you checked. Of these goals, what
1o those goals. {Check five at most) are the top three? Write them down in order of importance.

To be better off than my peers Most important goal:

To pay for personal self-improvement (e.g., go back to school,
learn a skill)

To experience the excitement of investing
Tosstart a new business

To buy a house

To help pay for my kids' college education

To stop working and do something | love

To go on a dream vacation

To relocate in retirement

To care for my aging parents

To give to charity or other causes | care about
To feel secure about my finances in retirement
To feel secure about my finances now

To leave an inheritance to my loved ones

To retire early

To pay for future medical expenses

To not be a financial burden to my family as | grow older
To manage my debt

oo

Second most important goal:

Third most important goal:

JooodoodoooDoooooooo

Source: Morningstar research.

After completing the process, we find that up to 75% of people change at least one of their top three
financial goals. These findings suggest that many investors may benefit from a structured process when
defining their Surface Goals. In our current research, we find equally encouraging results when
incorporating a new master list to help investors define their Deeper Goals.

Uncovering Deeper Goals

Examining the Effects of a Positive Psychology Framework on Investor Goals

Positive psychology is, in brief, the study of what facets of life contribute to happiness, fulfillment, and
meaningful experiences.” A common framework within positive psychology developed by Foregeard et
al. (2011) posits that wellbeing is composed of several components: positive emation, engagement,
relationships, meaning, accomplishment, and vitality, aka PERMA-V." These components are said to be
both intrinsically motivating and something people pursue for their own sake—not just as a means to
an end. In the present study, we examined how the introduction of the PERMA-V framework helped elicit
Deeper Goals from investors.

The data (N = 310) for this study was collected by PWL Capital via an online survey between March and
April of 2022. Participants were solicited from listeners of the wealth management group’s podcast
which has a global audience.™ As such, participants in this study represent highly engaged investors

0 Gable, S.L., & Haidt, J. 2005. “What (and Why) Is Positive Psychology?” Rev. General Psychology, Vol. 9, No.2, P. 103.

" Foregeard, M.J.C., Jayawickreme, E., Kern, M., & Seligman, M.E.P. 2011. “Doing the Right Thing: Measuring Wellbeing for Public Policy.” Int. J.
Wellbeing, Vol. 1, No. 1, P. 79.

"2 Qver the period of March to April 2022, the audience breakdown of the podcast (measured by country of download) included participants from

Canada, the United States, Australia, the UK, and Germany, with a small percentage distributed across other countries globally.  Gable, S.L., &
Haidt, J. 2005. “What (and Why) Is Positive Psychology?” Rev. General Psychology, Vol. 9, No.2, P. 103.
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and therefore are not representative of a national sample of investors. Indeed, the participants in this
study tended to be wealthier, more likely male, younger, and more financially literate than the general
population. Though this limits the generalizability of the data, it also provides a particularly strong test
of the effects of framing on the process of setting financial goals. Since these are individuals who are
highly engaged with their finances, they should be more likely to already have a firm understanding of
their financial goals.

In the survey, participants partook in a three-step goal-setting process broadly inspired by Bond,
Carlson, and Keeney (2010)' (see Exhibit 2). First, participants were given a brief description of financial
goals and asked to list theirs. Then they were prompted to add more goals to their list by doubling it,
encouraging investors to spend more time thinking about their goals. Finally, investors were introduced
to the PERMA-V framework and told that financial goals may fall into the categories represented within
it. After reading the categories, they were asked to add any additional goals that came to mind. In total,
2,397 goals were collected, consisting of 25,454 words.

Exhibit 2 The Goal-Setting Prompts Participants Were Provided in the Present Survey

What're your goals?

O

Imagine the life that you want to
live and create a list of the financial
goals that will get you there. These
can be short-term goals and
long-term goals. Effective goals are
statements of a desirable state, not
the means to get there, and they are
abstract. For example, saving up a
$10,000 emergency fund is a
means, not a goal. The
corresponding abstract goal would
be feeling financially secure.

Source: PWL Capital.

Tell me more

Try to add to your initial list,
doubling the number of goals
initially identified (click "Back" to
SEe your previous responses).
Remember, effective goals are
statements of a desirable state, not
the means to get there, and they are
abstract.

Framework

Financial goals generally fit into the
following categories:

* Positive emotion

* Engagement

* Relationships

* Meaning

* Accomplishment

* Vitality

After seeing these categories, add any additional
goals that come to mind (click "Back" to see your
previous responses).

Evaluating the Content of Investors’ Goals
To understand participants’ responses, we utilized two forms of natural language processing: sentiment
analysis and topic modeling.

" Foregeard, M.J.C., Jayawickreme, E., Kern, M., & Seligman, M.E.P. 2011. “Doing the Right Thing: Measuring Wellbeing for Public Policy.” Int. ).
Wellbeing, Vol. 1, No. 1, P. 79.

"2 Qver the period of March to April 2022, the audience breakdown of the podcast (measured by country of download) included participants from
Canada, the United States, Australia, the UK, and Germany, with a small percentage distributed across other countries globally.
Bond, S. D., Carlson, K. A,, & Keeney, R. L. (2010). Improving the generation of decision objectives. Decision Analysis, 7(3), 238~

255. https://doi.org/10.1287/deca.1100.0172
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In the sentiment analysis, we examined how abstract participants' responses were, as goal setting
requires investors to think abstractly (they must envision a nonexistent state that a future version of
themselves would enjoy). To that end, we assigned each goal an abstractness score by using a
previously developed lexicon™ that assigns each word an abstractness score between 1 and 5 (1 being
the most abstract, 5 being the most concrete).

To examine what types of goals investors stated in their responses, we used two forms of topic
modeling, Latent Dirichlet Allocation' and BERTopic." These two approaches use different methods for
developing topics from datasets, so the appearance of topics in both models provides converging
evidence that these topics truly represent the data. As such, topics that were represented in both models
were retained in our final list of topics (see Table 1).

Table 1 List of Common Goals Mentioned by Participants as Determined Through Topic Modeling

sEekzamduoni 4P

Traveling

Donating

Héalthy Iifesfyle ‘

OWning a hbme ‘
Sﬁalllﬁxuriés ‘
Hobbies

Reﬁrerﬁentl

Fulflling work life

Aséist Idvedloneé
Financial inﬂependence :
CHiIdrén edﬁcatibn .
Fe‘eling‘finaﬁcial‘ly seéure :

Time with loved ones

Spﬁil Idved (l]I'IES‘

Re‘latiohshipl)s
Investing

Géneraﬁonél weélth :

Source: Morningstar Behavioural Insights.

Budgeting enough to pay for a family trip of some kind every year between now and when my kids go to university
Continuing to make financial contributions to my church and other charitable organizations

Make exercise a regular habit and part of routine to improve longevity and quality of life

Finding a city where we can seftle down and committing to it so we can finally buy a home

Not worrying about spending money on clothes on a monthly basis

Make time to explore new hobbies and experiences

Live comfortably in retirement

Eventually being able to sacrifice making more money to gain more time

Able to look after family iffiwhen required without any financial worries

Saving enough to become financially independent and having the option to work or not

Cover the cost of kids post secondary education

Feeling financially secure

| want to spend more time with family and friends

Set aside money without disrupting financial independence goal to make lasting memories and experiences with friends and family
Have a fulfilling relationship with wife and good relations with immediate family in laws

Feeling confident that | am investing in an evidence-based manner

Leave a sizeable bequest for my children

Deeper Goals Were Uncovered by Using a Positive Psychology Framework
In examining abstractness, we found that asking investors to double their list of goals actually yielded
less-abstract responses than both simply asking and asking after the PERMA-V framework." This

" Bryshaert, M., Warriner, A.B., & Kuperman, V. 2024. “Concreteness Ratings for 40 Thousand Generally Known English Word Lemmas.” Behavior
Research Methods, Vol. 46, No. 3, P. 904.

" Blig, D.M., Ng, N.A., & Jordan, M.I. 2003. “Latent Dirichlet Allocation.” J. Machine Learning Research, Vol. 3, P. 993.
" Grootendorst, M. 2022. “BERTopic: Neural Topic Modeling With a Class-Based TF-IDF Procedure.” https://arxiv.org/abs/2203.05794
"M Abstractness Scores and t-tests.
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suggests that asking clients to "tell me more..." without providing additional guidance may be
counterproductive to the goal-setting process. In other words, people may benefit more from structure
than just repeating the question.

When we examined the frequency of topics in participants’ responses, we found the prevalence of the
topics shifted depending on the prompt. As Exhibit 3 displays, after the first prompt the most common
topics were wanting to afford a home, retirement, and travel. These represent the typical Surface Goals
we might expect investors to produce. However, given the lack of framework, at this point, the rates of
these goals were still lower than we might expect—likely because of the difficulty in producing financial
goals from top of mind.

Exhibit 3 Proportion of People Who Mention Each Topic at Each Step

STEP 1 - JUST ASK

STEP 2 - ASK AGAIN
24
20

STEP 3 - ASK WITH STRUCTURE 32

24
1
7 ? 7 7
] 4 B EN| [ERERE -l
[ | — S O e U m E e 0
sy £ 2
'%,0% % “ /%4,

POSITIVE EMOTION 2 4 % 9 3 % % » o 4 & 4 P
ENGAGEMENT Ty R U LA T T T T U T

2, Z, (2 %, G s, % 6, %, % (2 s, G e % %,
RELATIONSHIPS 9 (4 % 8 Y, % s Z %, by %

) %, %% s %, % Qo 7, %, %, % %, ey

MEANING % 2% % % %, 2%, %, Q;Q;// ‘&% o
ACCOMPLISHMENT CT %
VITALITY o %,

Source: Morningstar research.

Though there is some movement from the first prompt to the second, many of the top goals listed are
the same. It is not until the third prompt that we see a large difference between the goals people are
listing from what they produce top of mind. After the third prompt, the most common topics tended to
be more focused on those aspects that make life worthwhile, such as affording a healthy lifestyle, being
able to give back, engaging in hobbies, and having fulfilling work/purpose.

As such, we see that just asking people to list their goals tends to produce the expected Surface Goals,
but when investors were given the PERMA-V framework, they began to disclose more about their Deeper
Goals. As such, using a positive psychology framework like PERMA-V may help give advisers insights
into a person’s life values—the things that are at the core of their wellbeing and what makes them

happy.
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Digging Deeper Into Goals

The present study serves as a complement to the previous “Mining for Goals” research; they both
examine the effects of using choice architecture in eliciting goals, but the types of goals they focus on
differ. The master list in Mining for Goals shows people examples of Surface Goals, which can be helpful
in reminding investors of their needs instead of just relying on what comes to mind naturally, which can
be influenced by biased cognitive factors. Once their Surface Goals have been established, we can help
investors dig into their Deeper Goals. A meaning framework like the PERMA-V framework in this study
can guide people through the process of unpacking their motivations.

The need to uncover both people’s Surface Goals and Deeper Goals can be seen when we unpack the
differences in the types of goals. For example, one person initially listed having a “work-optional life" as
one of their financial goals. When prompted with the PERMA-V framework, they added that they wanted
to have the ability “to savor my time in the outdoors” and “to continue to serve my community.” In the
first response, we get a sense of the investor's Surface Goal; they want to be able to not work. From a
Surface Goal, advisers can develop a specific plan to deal with this issue (identifying how much money
is needed, when it is needed, and so forth). In the second response, we get a sense of the investor's
Deeper Goal: They want to not work so they can spend time in nature and serve their community. From a
Deeper Goal, advisers can get deeper insights into clients by learning about what makes them tick.
Furthermore, they can identify where there might be flexibility in clients’ Surface Goal-driven financial
plans given their Deeper Goals. For example, instead of just focusing on when they can tap out of work
altogether, investors might consider aiming for working part-time. Such a plan would give investors the
time they want to spend on their hobbies and community but at a lower cost—less money and time is
needed to achieve it.

Deeper Goals can give investors a chance to step back from their Surface Goals and see the bigger
picture they are interested in creating for themselves. In doing so, they can gain a perspective that gives
them the opportunity to refine the details of their picture and understand the trade-offs of today that
help them move closer to what they really want in the future.

Conclusion

Prompting investors to successfully identify their financial goals is not as simple as asking them to
enumerate what their goals are. Instead, providing multiple frameworks for discussing goals and
treating goal setting as a process can help advisers better uncover specific financial goals (Surface
Goals) and their underlying motivations (Deeper Goals). In a previous study, we found a master list of
goals can help clients better identify their Surface Goals by showing them what is possible. In the
present study, we found providing a meaning framework like PERMA-V can help clients dig for their
Deeper Goals. By first prompting investors with a checklist and then deepening the conversation with a
meaning framework, advisers can explore the specifics of what a client wants as well as the broader
drivers underlying their desires. Such conversations can prepare advisers not just to get clients to where
they want to go but also to help them be flexible with alternatives that may also suit their needs. Il
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