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Why your brain is bad at money

Forget everything you think you know about getting rich. The game isn't
won in the stock market; it's won in your mind. This report is going to
give you the playbook to rewire your brain, override your worst
instincts, and finally take control of your financial destiny. This report
will dive into the Psychology of Wealth. For years, economic models
were built on a majorly flawed assumption—that we all make perfectly
logical financial decisions. Economists created a theoretical person
called homo economicus—a perfectly rational being who always acts in
their own best interest. It’s a great concept for a spreadsheet, but it
ignores the reality of human nature. The truth is, we're all navigating a
constant tension between the architect in our minds, who's patiently
drawing the blueprint for our long-term goals, and the part of us that's
driven by gut reactions to fear and excitement. Today is about
empowering that inner architect.

So, where do our fundamental beliefs about money even come from?

The truth is, our financial education starts long before we ever open a
textbook. Our first classroom is the family dinner table. We learn about
money not from what our parents explicitly teach us, but from what
they do. We were watching EVERYTHING. Did your parents talk openly
about money, or did the mood get tense and quiet whenever a bill was
mentioned? Did they save for big goals, or was there an impulse buy
every weekend? These actions become our subconscious "money
scripts." And because every family’s story is different, everyone ends up
with a completely unique script.

This is a key idea from Morgan Housel’s brilliant book, "The Psychology
of Money." He says, “No one is crazy.” The person who grew up in
poverty is going to view risk and reward completely differently than the
child of a wealthy banker. The person who lived through massive



inflation will have a different financial mindset than someone who only
saw bull markets. Your decisions make perfect sense to you, based on
your unique experience.

These early experiences can really hardwire our tendencies for life. They
can become what financial therapists call "financial flashpoints", which
are powerful, emotionally charged money memories that shape our
behavior for decades. Maybe you remember the pride of getting your
first paycheck, and you've been a hard worker ever since. Or maybe you
remember the shame of your family car being repossessed, and now you
have a deep-seated fear of debt. These aren't just memories; they're the
foundation of our financial identity.

Happiness, Wealth, and the Man in the Car
So, can money really buy happiness?

The research points to a fascinating number. For your day-to-day
emotional well-being, the magic number seems to be an income of
around $100,000 today. It’s not about being rich; it's about having
enough to handle a surprise car repair without having a meltdown.

But we all know people who make far more than that and are still caught
in an endless chase. We see the luxury cars, the designer clothes, the
huge houses, and we think, "That's the goal." We chase those things
because we believe they'll bring us respect and admiration. But does
that ever actually work?

This gets to the heart of a huge financial trap. Morgan Housel, in his
book "The Psychology of Money," gives it a name: the “Man in the Car
Paradox.” Think about the last time you saw someone drive by in a jaw-
droppingly expensive car, like a Ferrari or a Lamborghini. What was
your immediate thought? Was it, "Wow, the person driving that car



must be a really hardworking, intelligent, and admirable human being"?
No. You immediate thought was probably, "Wow, if / had that car, look
how cool /'d be." And that is the paradox! When we see symbols of
wealth, we don't admire the person who has them. We use it as a prop
to imagine our own lives being better and more admired. It’s a short
circuit in our social logic. We're trying to buy respect from other people,
but those other people are too busy imagining themselves with our stuff
to actually give us that respect. So the "man in the car"—is completely
invisible. It's one of the most expensive and unfulfilling pursuits in
finance, and that’s spending money to signal how much money you
have. It rarely garners the admiration you seek, and it comes at the
direct expense of building actual wealth.

So if chasing status symbols is a hollow pursuit, what's the real reward
that money can offer? It's a shift in focus from admiration to autonomy.
The ultimate dividend money pays is control over your time. The ability
to wake up every morning and say, “l can do whatever | want today.”
That freedom is the most valuable financial asset in the world. This
completely reframes the goal. It’s not about having more stuff; it’s about
having more options. Real wealth is what you don't see. Wealth isn't the
money you spend on the fancy car; it's the money you didn't spend. It's
the investments in your portfolio that give you that freedom we just
talked about. We see the person with the new luxury SUV, but we don't
see the quiet person who could buy that car ten times over in cash but
chooses not to. That is wealth. So Wealth isn’t the money you spent on
the fancy car.....it’s the money you didn’t spend, but rather have
invested so you can have the freedom to ‘do whatever you want’.
Managing your money the proper way can buy you untold happiness. It
can buy you freedom from worry....but only if you manage it the correct
way.



Brain Glitches that Cost you a Fortune

Most major money mistakes can be traced back to three specific mental
"glitches." These are the biggest culprits that derail even the smartest
people.

The first Major Money Mistake is the availability heuristic.

This is a mental shortcut where our brain assumes that things we can
remember easily are more important or more likely to happen. If a
memory is vivid, recent, or emotionally charged, we give it far more
weight than boring, statistical reality. This is the "Shark Attack Problem."
Every time a shark attack happens anywhere in the world, it’s all over
the news. It's dramatic and scary, so it sticks in your head. Because of
that, we tend to wildly overestimate the actual risk of shark attacks. In
reality, you have a better chance of being injured by a falling vending
machine, but you never see dramatic headlines about that. The exciting
story is more "available" to our brain than the boring statistics. So how
does this affect your wealth building journey?”

1. Panic Selling: When the market drops, the news is filled with
scary stories of crashing stocks. Those vivid stories become
highly available, making the risk feel immense and immediate.
Your gut screams, "Get out now!" This can cause you to sell at
the absolute bottom, locking in your losses out of a statistically
overblown fear.

2. Chasing Hot Stocks: You hear an exciting story about a friend
who made a fortune on a single "hot" stock. That one dramatic
success story becomes so available in your mind that you ignore
the thousands of people who lost money on similar gambles.
You end up buying based on hype and FOMO (fear of missing
out), not a sound, repeatable strategy.



The second Major Money Mistake is Loss aversion. Loss aversion is a
core principle of behavioral economics that is simple but profound: For
our brains, the pain of losing is psychologically about twice as powerful
as the pleasure of gaining.

For example, if you find a $100 bill on the street, you feel pretty good.
But if you lose a $100 bill out of your wallet, the feeling of frustration
and pain is often far more intense and lasts longer. That emotional
imbalance is loss aversion. So how does this play into your money.

1. Holding Onto Losers: This is the biggest danger. Let's say you buy a
stock at S50, and it falls to $30. To sell it, you have to admit you
made a mistake and make that loss "real," which is psychologically
painful. So, most people hold on, praying it will "come back to
even," while that money could be working for them in a much
better investment.

2. Being Too Conservative: The fear of loss can be so powerful that it
prevents people from investing at all. They keep all their money in
a savings account because it feels "safe." But in doing so, they are
guaranteeing a loss to inflation year after year. They're so afraid of
the possibility of a temporary market loss that they accept the
certainty of their money's purchasing power slowly bleeding away.

This third Major Money Mistake the Dunning-Kruger effect. This is a
bias where people with the least amount of knowledge or skill in an area
tend to dramatically overestimate their own competence. In short, they
don't know enough to realize how little they know. | call this the "Expert
Beginner" Problem. Imagine someone who plays poker for the first
time and wins a big hand with pure luck. They don't understand the
complex strategy or the math involved. But because they won, they walk
away thinking, "I'm a natural at this!" They confuse a lucky outcome with



skill. Conversely, a true professional poker player is acutely aware of all
the variables and will be much more humble about their abilities, even
when they win. So how does this mistake hurt Your Wealth.

1. Confusing Luck with Skill: This is its primary danger in investing. A
new investor might buy a few stocks during a bull market (when
everything is going up) and see them perform well. They then
mistakenly believe they are a stock-picking genius, not realizing
that a rising tide was lifting all boats.

2. Taking Excessive Risks: This newfound and entirely false confidence
can lead them to take bigger and bigger risks, abandoning sound
principles like diversification. They start making concentrated bets,
believing they can't lose, which is a recipe for disaster when their
luck inevitably runs out.

The secret to mitigating through this minefield, as Morgan Housel notes,
is to aim for being “reasonable” rather than “rational.” A rational
strategy might tell you to put every spare dollar into the stock market
for the highest long-term return. But that strategy is useless if you panic
and sell everything during the first downturn because it doesn't account
for human emotion. A reasonable strategy, however, might involve
keeping a little more cash on the side than is "optimal." Because having
that cash buffer helps you sleep at night and helps you stay invested
during the scary times. The best plan is not the one with the best math;
it's the one you can actually stick with. So the secretisn't fighting your
own nature, but building a system that works with it.



Hacking your Mindset for a Richer Life

So, what about keeping the wealth that you’ve built? Because getting
wealthy and staying wealthy are two completely different skills. Getting
wealthy often requires taking risks, being optimistic, and putting yourself
out there. But staying wealthy requires the opposite. It requires humility
and a healthy dose of paranoia. It's about recognizing that the same risk-
taking that made you rich could be the very thing that makes you poor
again. Staying wealthy is about survival: avoiding catastrophic mistakes
and having a plan that is unbreakable.

So here is the Provest starter kit.

Step One is to Build Your Financial Literacy. You cannot win a game if
you don't know the rules. You start with the basics, not the complex
stuff. You don't need to know how to trade options, but you absolutely
need to understand the two great forces that are acting on your money
24/7 and that’s inflation, and compound interest. Inflation is the silent
thief that steals your purchasing power, and compound interest is the
silent engine that builds your wealth. Once you truly understand how
those two work, you'll feel an immediate urgency to get your money
working for you. Knowledge isn’t just power; it’s the foundation that
replaces fear with confidence. There are tons of great financial literacy
books, podcasts, and even youtube videos.

Step Two is to rewrite Your Money Script. This is about moving from the
subconscious to the conscious. Ask yourself: What is the story | tell
myself about money? Is it a story of scarcity, that "money is the root of
all evil"? Or is it a story of opportunity, that "money is a tool to create a
better life"? To rewrite a story that feels like it’s been ingrained in you
since you were a kid, you start by noticing it, and then you consciously
replace it. When you catch yourself thinking the old thought—"Rich
people are greedy," or "I'll never be good with money"—you stop and



challenge it. You create a new, more empowering story: "Wealth allows
me to be more generous," or "l am capable of learning how to manage
my money effectively." This is so important because your money script is
your financial autopilot. If it's programmed for the wrong destination,
you'll never reach your goals, no matter how hard you try. You have to
reprogram the destination itself.

Step Three is to Pay Yourself First. This isn't just a tactic; it's a profound
mindset shift. It’s the single most effective habit for building wealth. So,
how does that shift actually work in practice? You flip the equation
entirely. It’s not about saving what’s left over after spending; it’s about
spending what’s left over after saving. You treat your savings and
investment contributions like your most important bill—like a mortgage
payment on your future. You pay it the day you get your paycheck,
automatically. This is critical because it automates your success. It takes
your daily willpower and emotions out of the equation. Your brain and
your habits will naturally adjust to living on the rest.

Step Four is to Embrace the Power of Time. The magic of compounding
isn't about chasing the highest returns; it's about getting pretty good
returns that you can stick with for the longest period of time. Your
patience is a more powerful asset than your risk tolerance. So why is
time more important than being a stock-picking genius? Warren Buffett
is a perfect example. Over 95% of his net worth was earned after his
65th birthday. Why? Because the real, mind-boggling growth from
compounding doesn't happen in year 5 or year 10. It happens in year 25
and year 30, when the growth curve goes almost vertical. The biggest
mistake people make is interrupting that process. They chase hot stocks,
they panic and sell, they stop investing, etc. Your job isn’t to be a hero
and find the next big thing. Your job is to be disciplined and consistent,
and to stay in the game long enough for time to do its magic. Don’t try
to be the smartest investor; try to be the most disciplined one.



