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Eating out might be devouring your food
budget — and you probably have no idea

If you were to guess how much you spend on eating out per month, chances are you’ll miss the mark by a quite
a bit.

Given the brain’s enormous capabilities, you’d expect mental accounting to be pretty effective. Unfortunately,

it’s not always helpful in self-control.

In a recent study, | found that adults tend to underestimate how much they spend on eating out by more than
twice what they’re actually spending.

This is a significant chunk of cash. So why is there such a big gap between how much we think we spend and

how much we actually spend? And how could it be bridged?

When ‘mental accounting’ doesn’t add up

Self-controlisn’t easy, but one way that people try to control how much they spend is by using mental

constraints - or rules of thumb - to prevent themselves from spending too much.

“Mental accounting,” a concept first proposed by Nobel Laureate in Economics Dr. Richard Thaler, describes
how we create a mental ledger for our various monthly budgets, whether it’s food (eating out or buying
groceries), transportation (walking or taking a cab) or entertainment (going to the theater or staying in to watch

a movie).

Its difficult to resist the temptation to consume, particularly when we’re enticed in so many ways. Think about
holiday shopping: You’re at the mall, you’re hungry, you pass the food court - and catch a whiff of french fries.
Sure, you have leftovers back home. But it’s so quick and easy to buy a meal right then and there. A
combination of environmental stimulation and a lack of self-control can cause people to act impulsively.

A problem most aren’t aware of

In my study, | found evidence to show the limitations of mental accounting.
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First | asked participants to estimate their weekly budgets for eating out. Several days later, | asked them the
same question. But during the interim, | also had them report, each day, whether they ate out or not, and how
they felt about their financial well-being.

By having them make daily notes, it alerted to them to how often they were eating out. So when it came time to
ask them, again, to estimate their weekly budget for eating out, the estimates were, on average, more than two
times higher than their first estimate. The

Article written by Amit Sharma, Professor, Hospitality Finance, Director, Food Decisions Research Laboratory,
Pennsylvania State University RSW Publishing has an agreement to republish this author’s content. This article
was originally published on The Conversation.

participants thought they knew how much they were spending on food away from the home, only to later

increase their estimates.

My study also found that those who tended to eat out more overall had a bigger gap between their first and
second reported budgets. In other words, the more they ate out, the more they underestimated how much they

were spending on eating out.

Perhaps most surprisingly, many of the participants weren’t even aware that there was a big difference

between their first and second budgets.

Regaining control

This phenomenon matters because around the world, people are eating out more than at any point in modern
human history. According to most estimates, it constitutes as much (or more) than 45 percent of food
expenditures in the United States.

More importantly, studies have shown that those earning less tend to spend a greater proportion of their
disposable incomes on eating out. And while eating out doesn’t necessarily need to be unhealthy, people often
aren’t aware what’s in the prepared meals we’re buying from restaurants, markets and cafeterias. Researchers
are still studying the health

consequences of eating out, but they do know that selecting a meal from a menu immediately limits food
choices, which could lead to less healthy food decisions.

What to do?

Relying less on mental accounting is a good first step. Writing out a weekly or monthly food budget can reverse
these trends. (There are also apps that can help with this.)

One way to get a snapshot of your eating out behavior is to track it over the course of a week or two. Make a

note every time you eat out, documenting how much you spend, who you eat with and what you order.
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Understanding the patterns of your choices and behaviors will make lifestyle changes seem less daunting, and

self-control more manageable.

The challenges of self-control aren’t new, of course. The Greek philosopher Plato once said, “The first and best

victory is to conquer self.”

Butin a culture that implores people to “let loose” and “live a little,” self-control shouldn’t be equated with

i

selfpunishment. | like to point to a maxim of celebrated chef Julia Child: “You must have discipline to have fun.
EH-CONV-FOOD
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was originally published on The Conversation.
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*See award disclosures on the following page.
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Disclosures

Disclosures: Litchfield Financial provides investment advisory services through Claro Advisors LLC (“Claro”) a registered investment advisor. Claro Advisors LLC ("Claro") is a
Registered Investment Advisor with the U.S. Securities and Exchange Commission ("SEC") based in the Commonwealth of Massachusetts. Registration of an Investment
Advisor does not imply any specific level of skill or training. Information contained herein is for educational purposes only and is not to be considered investment advice.
Claro provides individualized advice only after obtaining all necessary background information from a client. This report is not a financial plan and is not intended as a
solicitation or advice to purchase specific investments, but the information provided can assist you in evaluating your current financial situation and your ability to achieve
your investment goals. Any projection of investment outcomes is hypothetical in nature, does not reflect actual investment results, and is not a guarantee of future results.
Similarly, other information regarding various investment outcomes are hypothetical in nature, do not reflect actual results and are not guarantees of future results. The
projections may not include all taxes applicable to your situation. Past performance is no assurance of future results. Investments may fluctuate and lose value, and
unexpected market movements may result in changes in rates of return and anticipated performance. Claro does not provide legal or tax advice. The information herein is
general in nature and should not be considered legal or tax advice. Consult an attorney or tax professional regarding your specific situation. Claro will provide all
prospective clients with a copy of our current Form ADV, Part 2A ("Disclosure Brochure") prior to commencing an Advisory relationship. Please contact
compliance@claroadvisors.com or toll free at 800-604-2838 with any questions.

*The Five Star Wealth Manager award, administered by Crescendo Business Services, LLC (dba Five Star Professional), is based on 10 objective criteria. Eligibility criteria -
required: 1. Credentialed as a registered investment adviser or a registered investment adviser representative; 2. Actively licensed as a registered investment adviser or as a
principal of a registered investment adviser firm for a minimum of 5 years; 3. Favorable regulatory and complaint history review (As defined by Five Star Professional, the
wealth manager has not; A. Been subject to a regulatory action that resulted in a license being suspended or revoked, or payment of a fine; B. Had more than a total of three
settled or pending complaints filed against them and/or a total of five settled, pending, dismissed or denied complaints with any regulatory authority or Five Star
Professional’s consumer complaint process. Unfavorable feedback may have been discovered through a check of complaints registered with a regulatory authority or
complaints registered through Five Star Professional’s consumer complaint process; feedback may not be representative of any one clients’ experience; C. Individually
contributed to a financial settlement of a customer complaint; D. Filed for personal bankruptcy within the past 11 years; E. Been terminated from a financial services firm
within the past 11 years; F. Been convicted of a felony); 4. Fulfilled their firm review based on internal standards; 5. Accepting new clients. Evaluation criteria - considered: 6.
One-year client retention rate; 7. Five-year client retention rate; 8. Non-institutional discretionary and/or non-discretionary client assets administered; 9. Number of client
households served; 10. Education and professional designations. Wealth managers do not pay a fee to be considered or placed on the final list of Five Star Wealth Managers.
Award does not evaluate quality of services provided to clients. Once awarded, wealth managers may purchase additional profile ad space or promotional products. The
Five Star award is not indicative of the wealth manager ’s future performance. Wealth managers may or may not use discretion in their practice and therefore may not
manage their clients’ assets. The inclusion of a wealth manager on the Five Star Wealth Manager list should not be construed as an endorsement of the wealth manager by
Five Star Professional or this publication. Working with a Five Star Wealth Manager or any wealth manager is no guarantee as to future investment success, nor is there any
guarantee that the selected wealth managers will be awarded this accomplishment by Five Star Professional in the future. For more information on the Five Star award and
the research/selection methodology, go to fivestarprofessional.com. 3,580 Boston wealth managers were considered for the award; 463 (13% of candidates) were named
2020 Five Star Wealth Managers. 2019: 3,619 considered, 566 winners; 2018: 2,819 considered, 532 winners; 2017: 2,467 considered, 623 winners; 2016: 2,530 considered, 632
winners; 2015: 3,542 considered, 801 winners; 2014: 1,707 considered, 655 winners; 2013: 2,362 considered, 713 winners; 2012: 2,591 considered, 454 winners.

*The Top 100 in Finance award is designated by the Top 100 Magazine. The Top 100 Magazine utilizes proprietary software, which employs an algorithm to search a variety of
online resources for industry-specific terms and key words. These resources include social media, blog posts, peer reviews, and Google indices. Once the software has
compiled a preliminary list of qualified candidates, the Top 100 Magazine performs a manual analysis to verify top results and make final selection. The selection criteria is
based on who are financial advisors or wealth managers, which meets the following criteria: 1. Registered with the SEC as a registered investment adviser or a registered
investment adviser representative; 2. Not more than 1 filed complaint and never been convicted of a felony. Once selected, the Top 100 Magazine sends approximately 140
invites for the magazine, where final section is on a first come first serve basis. Those selected for the Top 100 Magazine may purchase additional profile ad space or
promotional products, but do not make any initial or additional fees for the award. The Top 100 Magazine selection is not indicative of the wealth manager ’s future
performance or an endorsement by the magazine. Working with a Top 100 Magazine advisor or wealth manager is no guarantee as to future investment success, nor is there
any guarantee that the selected wealth managers will be awarded this accomplishment in the future.
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