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One way to find out is to establish a 
physical framework—buckets—for your 
money that you know will be productive. 
You can then regularly review that 
framework to see if your money  
behaviors truly align with what you’re 
trying to accomplish.

LIQUIDITY (CASH) BUCKET
People look to have enough money  
on hand to feel psychologically safe 
through the ups and downs of markets, 
business cycles, and life events. We 
want to be sure that our spending or 
lifestyle will not be restricted unexpect-
edly or cause us to sell assets at exactly 
the wrong time (i.e., sell low). Within 
the liquidity bucket, we want to have 
enough operating cash for taxes, big 
purchases, business expenses, and the 
like. Many people also say they like to 
have “dry powder” available for opportu-
nistic, attractively priced investments 
(so when others are selling low, they can 
buy low).

How much liquidity, or cash, do you 
have on hand? Is it providing you with 
the freedom to do what you’d like when 
you’d like to do it? This bucket might 

decision to purchase the tickets (or not) 
should be the same. But here’s where 
mental accounts come in: In the first 
case, it feels like you’re paying double 
for the tickets (which many people don’t 
like to do), whereas in the second it 
seems that you are only paying once 
(because you lost money, not tickets).1

To apply this lesson to your own life, 
think about how you assign your money 
to different mental accounts. Do you use 
monetary gifts differently from an identi-
cal amount of money earned at a job? 
Does a tax refund serve a different  
purpose than it would if the money had 
not been withheld for taxes? Do you 
spend or invest your bonus in a way that 
is distinct from how you spend or invest 
your salary? Do you have “play” money 
and “safe” money?

FROM MENTAL ACCOUNTS 
TO PHYSICAL ONES
When you consider all of your mental 
accounts—the sources of your money, 
and how that may cause you to use the 
accounts differently—do you feel that 
your mental accounting is helping you 
use money in the most productive way? 

Money. It introduces both 
opportunities and challenges. 
A well-known challenge, 

which scientists have long recognized: 
When human beings think about 
money, they think in terms of different 
mental accounts. In other words, we 
assign different values to, and uses for, 
money based on a variety of factors, 
including where it came from and what 
we intend to do with it. 

Think about this scenario: Imagine that 
you have bought tickets to a movie or a 
Broadway show. When you arrive at the 
theater, you can’t find the tickets. You 
rummage through your phone, bag,  
and pockets, but they’re nowhere to be 
found. What do you do? Do you grab 
your credit card and buy new tickets or 
just go home?

Now imagine another scenario: You have 
not bought any tickets and instead arrive 
at the theater with a set amount of cash 
that you’ll use to buy them. When you 
arrive, you dig into your pockets or  
pocketbook and cannot find the cash. 
What do you do? Do you grab your credit 
card and buy the tickets or just go home?

In experiments like this, Nobel laureates 
and behavioral scientists Daniel 
Kahneman and Richard Thaler found 
that people were much more willing  
to purchase the tickets after losing the 
money (the second scenario) relative  
to losing the tickets (the first scenario). 
Rationally speaking, there should be no 
difference. In both situations, the same 
amount of money was lost, and the 
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Do you use monetary gifts differently from an identical 
amount of money earned at a job? Does a tax refund serve a 
different purpose than it would if the money had not been 
withheld for taxes? Do you spend or invest your bonus in a 
way that is distinct from how you spend or invest your salary?
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Label
Goals articulated 
in client’s own 
words

Dollar 
Amount
The amount of 
cash that will be 
required

Time 
Horizon
The timeframe to 
reach the goal

Priority 
Level
Prioritize 
importance 
of goals

hedge funds), concentrated positions  
or investments, businesses, and invest-
ment real estate (typically not family 
residences). Borrowing to enhance 
investment returns (levered investments) 
also may fit in this category.

ALIGNING BUCKETS WITH 
YOUR INTENTIONS
After you’ve identified the buckets that 
may apply to you—as well as what and 
how much are in each of those buckets—
challenge yourself to identify what those 
buckets should look like. To do this, try 
to assign a desired dollar amount, time 
horizon, and priority level to each bucket 
(see figure 1). 

This matters because different buckets 
with different amounts, time horizons, 
and priority levels will have different 
sizes and wealth strategies. Let’s take 
lifestyle as an example. Consider a 
40-year-old whose lifestyle goal is to 
spend $500,000 per year starting at age 
65. The strategy for achieving that goal 
may look very different at age 40 than at 
age 65, when that individual is already 
spending $500,000 a year from the life-
style bucket. And the composition of the 
assets in the bucket may be completely 
different when that individual is 90 and 
spending the same amount. In particu-
lar, the strategy is likely to be invested 
in less-risky assets over time, for a  
variety of reasons—not least because  
the need for cash flow becomes more 
essential when money can’t be earned 
through activities such as work. A more 
conservative mix may be required to 

What are your intentions—if any—to  
preserve your money or divide it among 
people or organizations beyond your 
life? Nearly a quarter of our clients have 
said they have no intention of leaving 
money to others beyond their lifetimes, 
which may mean this bucket isn’t  
relevant to you.2 But if it is, what does 
your preservation or division bucket 
look like? A wide range of strategies can 
be effective here: life insurance, trusts,  
complex wealth structures, general 
investments, home, art, jewelry, and 
more. People sometimes choose to  
borrow against assets in this bucket (for 
example, art) in order to supply money 
to fill other buckets (such as lifestyle).

gRowTH BUCKET
It’s important to note that the contents 
of the first three buckets—liquidity,  
lifestyle, and preservation or division—
are meant to be consumed. The fourth 
and final bucket has a different purpose 
altogether. It’s meant to provide capital 
growth in perpetuity. Assets in the 
growth bucket typically are accompanied 
by a clearly articulated succession plan 
(e.g., via a business or family office) in 
which growth assets are meant to be 
stewarded by future generations.

Do you have money that is meant to 
grow forever? If so, how much? And 
have you communicated that with the 
human beings or organizations that are 
meant to steward that wealth? Typically, 
this bucket includes long-term investing 
strategies that are more aggressive  
(e.g., private equity, public equity, and 

include actual cash in your safe, depos-
its, short-duration fixed income (bonds), 
and money market accounts. Securities-
based lines of credit or equity in a home 
(accessed through a home equity line of 
credit, for example) also can be thought 
of as sources of liquidity.

LIFESTYLE (SPEnDIng) BUCKET
Many people want to bucket money to 
reliably provide for their lifestyle needs 
and wants for the rest of their lives. In 
this way, if anything were to happen— 
if, for example, they faced a large loss of 
capital in a business or concentrated 
investment, or a life event that left the 
principal earners unable to work—there 
would be money set aside that would 
allow for a comfortable life. The contents 
of this bucket are tailored specifically to 
an individual’s or family’s definition of 
lifestyle. It could include everything 
from spending on essential needs to 
educational funds for children and 
grandchildren, to gifts in life for the  
family and the community.

Do you have a bucket of money set aside 
for your lifestyle? If so, is it enough? Is it 
too much? Often this bucket can include 
stocks, mid- and longer-duration fixed 
income (bonds), cash (to replenish the 
liquidity bucket regularly), and diversi-
fied alternative investments (including 
private equity and hedge funds).

PRESERVATIon oR 
DIVISIon BUCKET
Although the first two buckets hold 
money set aside for use within one’s life-
time, another bucket contains money 
meant to be used beyond one’s lifetime. 
But there’s some flexibility here.

If the lifestyle bucket is drained too 
early due to factors such as longevity 
(what if you live to age 105?), the  
preservation bucket can provide a  
minimum level of wealth. In addition, 
this bucket may be intended for family 
gifts—either outright or via more com-
plex wealth-planning structures—as 
well as philanthropic gifts via donor-
advised funds or family foundations.

Figure
1

THE FOUR ELEMENTS OF A GOAL
Buckets should include the following components
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FROM AWARENESS TO ACTION
Aligning your intentions with your 
wealth strategies is an ongoing process. 
And it can start at any point in time—
whether you are early, mid-, or 
late-stage in your journey with wealth. 
The strategies that serve your various 
goals (or buckets) of wealth also may 
evolve over time. For example, when 
you’re younger, you may not want to 
lock in a strategy that divides or pre-
serves for future generations. Perhaps 
you’re not certain of how much wealth 
you will accumulate, or you may not 
have identified to whom or how much 
you’d like to give, if anything at all. But 
as you get older, you may transition to 
more irrevocable wealth structures as 
you gain more clarity about the dollar 
amounts you can and want to give to 
your family or community. Whatever 
your intentions, get started. Move your 
mental accounts to physical ones. When 
you formally identify the buckets of 
money that you have and align those 
buckets with your intentions, you can 
have much greater confidence in your 
wealth strategy.

Figure 3 illustrates how a certain amount 
of capital may be aligned to your wealth 
strategies to serve your various goals.

With confidence, you’ll be able to 
directly address some basic but import-
ant questions: Where, exactly, is my 
money? Is it doing what I want it to do? 
Will I have enough in a crisis? Will my 
wealth have the intended effect on my 
family? Explicitly bucketing your 
wealth—that is, making mental account-
ing physical—also can help answer these 
questions over time. This can in turn 
give you the peace of mind that your 
wealth is having its intended impact. 

Michael Liersch, PhD, is the global head of 
wealth planning and advice at JPMorgan 
Chase & Co. He earned an AB in economics 
from Harvard University and a PhD in 
cognitive psychology from the University  
of California, San Diego. Contact him at 
michael.liersch@jpmorgan.com.

the advantages of compound growth of 
the investments. So—no matter what 
your wealth level or stage in life—the 
time to start identifying the time hori-
zons, money amounts, and priority 
levels of your buckets is now, so that  
you can align strategies to get where  
you want to go. Here’s an example of 
how $1 million might be allocated differ-
ently depending on these factors (see 
figure 2).

ensure that the required $500,000 cash 
flow is actually realized.

Depending on when the individual 
started filling the lifestyle bucket, the 
amount that must be dedicated to that 
bucket may vary quite a bit. If an indi-
vidual started investing at age 40 for 
future lifestyle needs, the bucket 
requires much less than if the investor 
started contributions later, because of 

Figure
2

Figure
3

EXAMPLES OF GOAL-ALIGNED STRATEGIES
Different goals require different strategies

GOAL-ALIGNED PORTFOLIO FRAMEWORK
Aligning capital to your wealth strategies

Label Time Horizon Dollar Amount Priority Level

Buy second
home

Education for
four kids

Lifestyle

Bequest 
for kids

6 months $1 million High

25 years out

50 years out

$1 million Low

$1 million Low

Strategy

4 years each,
5 years out

$1 million High

■ Cash     ■ Fixed Income     ■ Equities     ■ Liquid Alternatives

Goal Target Portfolio Capital Needed

Spend
$1 million/year and cash reserves $30 million

Divide
$20 million for children upon death $14 million

Preserve
Wealth for future generations $10 million

Grow
Perpetual growth as 
a family enterprise

$38 million

Total $100 million

Liquidity
2 years lifestyle cash, 2nd home 
purchase and dry powder

$8 million
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material may be restricted in certain jurisdictions. We may offer 
and/or sell to you securities or other financial instruments which 
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of an offer to buy any securities or instruments in any jurisdiction 
in which such an offer or a solicitation is unlawful. Furthermore, 
such securities or instruments may be subject to certain regulatory 
and/or contractual restrictions on subsequent transfer by you, and 
you are solely responsible for ascertaining and complying with 
such restrictions. To the extent this content makes reference to a 
fund, the Fund may not be publicly offered in any Latin American 
country, without previous registration of such fund´s securities 
in compliance with the laws of the corresponding jurisdiction. 
Public offering of any security, including the shares of the Fund, 
without previous registration at Brazilian Securities and Exchange 
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services contained in the materials might not be currently provided 
by the Brazilian and Mexican platforms.
References to “J.P. Morgan” are to JPM, its subsidiaries and 
affiliates worldwide. “J.P. Morgan Private Bank” is the brand 
name for the private banking business conducted by JPM. This 
material is intended for your personal use and should not be 
circulated to or used by any other person, or duplicated for non-
personal use, without our permission. If you have any questions 
or no longer wish to receive these communications, please 
contact your J.P. Morgan representative. 
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representation or warranty should be made with regard to any 
computations, graphs, tables, diagrams or commentary in this 
material, which are provided for illustration/reference purposes 
only. The views, opinions, estimates and strategies expressed in 
this material constitute our judgment based on current market 
conditions and are subject to change without notice. JPM 
assumes no duty to update any information in this material in the 
event that such information changes. Views, opinions, estimates 
and strategies expressed herein may differ from those expressed 
by other areas of JPM, views expressed for other purposes or 
in other contexts, and this material should not be regarded as 
a research report. Any projected results and risks are based 
solely on hypothetical examples cited, and actual results and 
risks will vary depending on specific circumstances. Forward-
looking statements should not be considered as guarantees or 
predictions of future events. 
Nothing in this document shall be construed as giving rise to 
any duty of care owed to, or advisory relationship with, you or 
any third party. Nothing in this document shall be regarded as an 
offer, solicitation, recommendation or advice (whether financial, 
accounting, legal, tax or other) given by J.P. Morgan and/or 
its officers or employees, irrespective of whether or not such 
communication was given at your request. J.P. Morgan and its 
affiliates and employees do not provide tax, legal or accounting 
advice. You should consult your own tax, legal and accounting 
advisors before engaging in any financial transactions. 

LEGAL ENTITY, BRAND & REGULATORY INFORMATION
In the United States, bank deposit accounts and related services, 
such as checking, savings and bank lending, are offered by 
JPMorgan Chase Bank, N.A. Member FDIC. 
JPMorgan Chase Bank, N.A. and its affiliates (collectively 
“JPMCB”) offer investment products, which may include bank 
managed investment accounts and custody, as part of its trust 
and fiduciary services. Other investment products and services, 
such as brokerage and advisory accounts, are offered through J.P. 
Morgan Securities LLC (“JPMS”), a member of FINRA and SIPC. 
JPMCB and JPMS are affiliated companies under the common 
control of JPM. Products not available in all states. 

ENDNOTES
1. For more on mental accounting, see 

Richard H. Thaler, Misbehaving: The Making 
of Behavioral Economics (new York: w. w. 
norton & Company, 2015).

2. For more information about what clients 
say they intend to do with their money, see 
Michael Liersch, “The Power of Intent (J.P. 
Morgan, 2019), https://chaseprivateclient.
chase.com/media/1465/final-the-power-
of-intent.pdf.

IMPORTANT INFORMATION
This material is for information purposes only, and may inform 
you of certain products and services offered by J.P. Morgan’s 
wealth management businesses, part of JPMorgan Chase & Co. 
(“JPM”). Please read all Important Information. 
GENERAL RISKS & CONSIDERATIONS. Any views, strategies or 
products discussed in this material may not be appropriate for 
all individuals and are subject to risks. Investors may get back 
less than they invested, and past performance is not a reliable 
indicator of future results. Asset allocation/diversification does 
not guarantee a profit or protect against loss. Nothing in this 
material should be relied upon in isolation for the purpose 
of making an investment decision. You are urged to consider 
carefully whether the services, products, asset classes (e.g. 
equities, fixed income, alternative investments, commodities, 
etc.) or strategies discussed are suitable to your needs. You 
must also consider the objectives, risks, charges, and expenses 
associated with an investment service, product or strategy prior 
to making an investment decision. For this and more complete 
information, including discussion of your goals/situation, contact 
your J.P. Morgan representative. 
NON-RELIANCE. Certain information contained in this material 
is believed to be reliable; however, JPM does not represent 
or warrant its accuracy, reliability or completeness, or accept 
any liability for any loss or damage (whether direct or indirect) 
arising out of the use of all or any part of this material. No 
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