
Chapter One: Why Money 

Mindset Starts Before 

Arithmetic

Watch  a  toddler  at  a  checkout  counter  closely 

enough,  and  you  will  see  financial  education 

happening  in  real  time  —  not  the  kind  anyone 

plans, but the kind that sticks. The parent taps a 

card.  The  toddler  sees  the  exchange  happen 

without  any  visible  object  changing  hands,  and 

files away a small, wordless lesson: things appear 

when you tap something.

No cash, no counting, no sense of a finite pile of 

money getting smaller. Just tap, and the bag fills. 

That  single  scene,  repeated  hundreds  of  times 

over a childhood, teaches more than a semester of 

financial literacy homework ever will.

This is the case for starting earlier than most 

parents  expect,  and  for  measuring  success  in 

habits rather than test scores.



Two systems, developing on different 

timelines

It helps to separate two things that get lumped 

together  under  “financial  literacy”:  financial 

knowledge and financial capability. Knowledge is 

what a person can explain — what a budget is, 

how a  credit  card  works,  what  an  interest  rate 

means. Capability is what a person actually does 

when  money  is  in  front  of  them:  whether  they 

pause  before  a  purchase,  whether  they  can 

tolerate not buying something right away, whether 

they check a balance before spending.

Knowledge is a school-age achievement. A child 

cannot meaningfully learn what “interest” means 

until  she has enough number sense to picture a 

quantity growing over time, which is typically well 

into  elementary  school.  But  capability  —  the 

executive-function  skills  of  planning,  focusing 

attention,  and  exercising  self-control  —  begins 

forming in the toddler and preschool years, long 

before formal number sense arrives.

This is not a minor technicality. It means that if 

a  family  waits  until  a  child  is  “old  enough  for 

money”  to  start  teaching  anything,  they  have 

already  missed  several  years  of  the  most 

important  groundwork.  The  CFPB’s  research 
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frames  this  as  three  interconnected  building 

blocks  that  develop  over  different  windows  of 

childhood:  executive  function  (planning,  self-

control,  focus),  which  begins  forming  from  the 

toddler years onward; financial habits and norms, 

which  start  taking  shape  as  a  child  begins 

observing  family  members  and  forming  an 

independent  identity,  typically  in  early-to-middle 

childhood; and financial knowledge and decision-

making  skills,  which  mostly  develop  in 

adolescence  and  young  adulthood,  once  a  child 

has enough life experience and cognitive maturity 

to apply financial facts to real choices.

Skipping straight to the third block — teaching 

a  nine-year-old  what  a  mortgage  is  —  without 

building  the  first  two  is  a  little  like  teaching 

someone vocabulary in a language they cannot yet 

pronounce.

What “financial habits and norms” 

actually looks like at home

Habits  and  norms  are  not  lessons.  They  are 

patterns  a  child  absorbs  simply  by  living  in  a 

household — the same way a  child  picks up an 

accent without ever being taught grammar. A few 

examples of what gets absorbed, often without a 
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parent  realizing  it:  Whether  spending  decisions 

happen calmly or anxiously.

Whether “we can’t afford that” is said as a plain 

fact or an embarrassed apology. Whether saving is 

something the  family  visibly  does,  or  something 

that only gets mentioned in the abstract. Whether 

a  purchase  is  followed  by  satisfaction  or  by  a 

flicker  of  regret  that  the  child  can  sense  even 

without understanding why.

Whether generosity toward others shows up as 

an ordinary, expected behavior or a rare, special-

occasion  one.  None  of  these  require  a  child  to 

know what money is in any technical sense. A two-

year-old  cannot  define  currency,  but  she  can 

absolutely register that Mom’s shoulders tense up 

slightly  at  the  pharmacy  counter,  or  that  Dad 

seems  relieved  after  checking  his  phone  at  a 

restaurant.

Children  are  remarkably  good  at  reading 

emotional  weather,  even  when  the  underlying 

subject is completely abstract to them.
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Why this matters for the rest of the 

book

This chapter sets the frame for everything that 

follows. The chapters in Part One will  not ask a 

three- or four-year-old to count coins accurately or 

understand  percentages  —  that  would  be 

developmentally  out of  reach and not worth the 

frustration. Instead, they focus on the two things 

that  actually  are  available  at  that  age:  patience 

and  the  four  basic  uses  of  money  (earn,  save, 

spend,  share),  introduced  as  physical,  sensory 

categories a small child can sort into, well before 

she can calculate anything about them.

By the time formal money knowledge becomes 

developmentally  accessible  —  typically  starting 

around  age  seven  or  eight,  and  expanding 

significantly by the tween years — a child who has 

had  years  of  habit-building  already  has 

somewhere  to  attach  that  knowledge.  Numbers 

and  percentages  land  on  top  of  an  existing 

structure of patience, categorization, and comfort 

talking  about  money,  instead  of  arriving  as  a 

foreign, anxiety-inducing subject introduced cold.

5


