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01  Stocks, Bonds, & Options in Your 20s

People in their 20s have trouble with their finances because they have two objectives: building wealth and funding their future.

The financial media always tells the younger generation about compound interest and how vital it is to save and invest early in life.

The stark reality is that people in their 20s must contend with getting married, having kids, going to college, finding a job, and saving for retirement.

Dividend vs. Social Security

The American Dream costs $8 million (up from $5 million three years ago). However, there is light at the end of the tunnel. With some financial education, young people can build wealth while setting themselves up for economic success. Let’s dig in.


	Bond Investing in Your 20s

	Dividend Investing in Your 20s

	Options Trading in Your 20s



Happy Cash Flow Retirement. I created the term Happy Cash Flow Retirement to describe a future where you have multiple streams of passive income.

The great part about a Happy Cash Flow Retirement  (HCFR) is that you can start living that life today. The sooner you understand the principles of passive income, the faster you’ll be sitting on the beach collecting dividends.

Happy Cash Flow Retirement 7

Investing is one major part of an HCFR, along with business, rental, royalty, and retirement income. Under the investing category, we must define risk in a way that is particular to our personal situation.

We use various assets, including bonds, stocks, and options, to mitigate risk across different parts of our portfolio. Typically, the more people we support financially, the less risk we want to take.

This doesn’t mean we can be overly risky in our 20s; it simply means we have more leeway to learn, take risks, and make mistakes. Let’s build a safe, high-yielding portfolio using all of our financial assets.

Bond investing in your 20s. Before we buy one bond, we want to ensure we have a nice-sized emergency fund based on our lifestyle. A car is the primary liability a typical 20-something uses daily.

Use Royalties to Supplement Your Retirement

Therefore, I would say building a $5,000 emergency fund would cover car repairs or having to move apartments suddenly. You can start buying bonds once we have $5,000 in a high-yield savings fund.

The only type of bonds you need in your 20s are Series “I” Saving Bonds from the US Government. They are safe, accessible, and convenient. The only issue these bonds have is that you can only purchase $10,000 of them per year.

Series “I” Bonds will act like the glue to hold your emergency fund, bond, and stock portfolios together. Because they are so reliable, they can serve as an extension to your emergency fund.

However, they also grow along with inflation, meaning they can act as a growth element. You also don’t pay taxes on the growth until you redeem them in 30 years. Plus, you can avoid taxes if you use them for qualified education purposes.

Build Your Rep: Create Your Bondy of Work

People in their 20s should aim to invest $200 to $300 per month in Series “I” Bonds. It sounds like a lot, but be creative. Imagine having these bonds mature in your 50s, creating another passive income stream for you in the future.

Stock investing in your 20s. The most challenging part of your 20s is controlling your FOMO or Fear Of Missing Out. Social media will convince you that your investments should double every few months; disregard this insanity.

The best advice I can give is to build wealth slowly. If you can earn 10% annual returns for 30 to 40 years, you will be wealthier than you can imagine.

For example, let’s say you invest $20,000 in your stock portfolio by age 30. If you let that sit, earning 10% yearly, you would have $350,000 at age 60. That’s the magic of compound interest.

From Dirt to Dividends 2: Livestock and CEFs

Now, how do you get $20,000 into your stock portfolio? A good rule of thumb is to reduce your cost of housing (shelter) and invest the difference. 

That can mean renting a room instead of an apartment or living with parents. You can figure something out if you truly want to become wealthy.

As sexy as it is to be an investor, living with your parents will earn you much higher returns than you can ever earn on the stock market. Read my article, “Selling Covered Calls vs. Rental Rooms,” for more information.

Now that you can set aside $1,000 per month because you live at home, how do you split your investing dollars? I would put 50% of my stock money into index funds and the other 50% into dividend growth investing.

Index funds allow you to grow your wealth with the most powerful wealth generator in the world, the US stock market. You simply put your money into one of my four favorite index funds (QQQ, VTI, SPY, DIA) and sit back and relax.

Retire by Age 38 in 10 Steps

However, you also want to jump into dividend growth investing (DGI) stocks. There will come a point later in life where it will become extremely tough to invest, usually when you have a spouse, kids, and a mortgage.

You will want to have access to passive income from dividends. For example, I have $65,000 in my Cash App, mainly in DGI stocks. They pay me $400 per month.

Having a $400 income stream in my 20s would have set me free. I had some rough times in my 20s and 30s because I didn’t have enough cash flow. DGI stocks are a powerful resource you can tap into without selling shares.

Options trading in your 20s. Options trading in your 20s is akin to pouring gasoline on a fire. Again, social media will convince you to double your portfolio with options trading—every month.

Can You Retire on Dividends from Index Funds?

Aiming for 30% annual returns from your options portfolio is a better idea. A good rule of thumb is to match the size of your options portfolio with your emergency fund.

In this case, you have $5,000 in your emergency fund, which you can match with $5,000 in an options portfolio. Aiming for 30% annual returns means you would have $6,500 at the end of the year.

You don’t have enough money to make a good income stream by selling covered calls or cash-secured puts. In this case, I would use monthly long strangles.

It’s safe to say you can safely earn $200 per month by purchasing $1,000 in long strangles per month. If you earn $200 monthly, that would give you $2,400 in profits. You can take that $2,400 and place it in your DGI or index fund portfolios and restart with $5,000 the next year.

As you can see, your options trading portfolio is a high-growth element in building wealth. However, you must be careful in this world, as your fear and greed emotions will be on full alert.

REITs vs. Homeownership

Also, there are many ways to trade options, so you don't need to use my methods. You must use the tools that align with your temperament and risk tolerance.

Putting it all together. Let’s take a look at our financial goals in our 20s. It may be tough to get these numbers, but even having some type of plan will pay off in spades.

[image: image]

As you can see from the chart, you can aim for $62,000 by the time you turn 30. Is it possible to save and invest this much in your 20s? Absolutely.

Most people look at their 20s as a time when they are broke; however, let’s flip the argument. In your 20s, you don’t need to support anyone; you can live at home and take risks.

Your physical capabilities are strong, and you do not have any sickness or back issues—you can work many hours.

Conclusion. Most importantly, you can use options trading to single-handedly fund your other portfolios. If you place $10,000 in an options portfolio and make $4,000 monthly long strangles trades, you can earn $400 to $800 monthly profits.

Is Your Neighborhood Overtaken by Investors?

Let’s say you earn $5,000 in options profits each year. If you can do that for ten years, that’s $50,000 (minus taxes) right there. 

When you add options trading to living at home or renting a room, you have a recipe for wealth. Also, your Index funds and DGI stocks will continue to grow on their own.

The key to life is obtaining assets and letting them grow naturally. Options trading is more hands-on (and risky), but the rewards can be stunning.

You balance the risk of trading long strangles by having an emergency fund and purchasing Series “I” bonds. This multi-tiered portfolio creates a symbiotic financial relationship so that you can build wealth peacefully. Good Luck!
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02  Compound Interest: You Can Pay It or Earn It
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If you ever seek motivation in life, look no further than the power of compounding—everything we do in life compounds, either positively or negatively.

“The Compound Effect” by Darren Hardy explores how we can exploit compounding to improve anything we want in our lives.

[image: image]Free 44-Page PDF Download ($2.99 Value)

The more things we put into motion, the more chances we have to leverage this power. This is why I write daily, collect dividends, and keep all my houses.

When NOT to Use Credit Cards

The power of financial compounding. Perhaps the most used term in finance is compound interest—your money earns money.

In turn, your new money earns more money, etc. The best way to get in on this compounding is by investing in interest via bonds and dividends via stocks.

At last, things are not as easy as they seem. I would love to say we just turned 18 and started earning compound interest, but there is one major hurdle—debt.

The destruction of financial compounding. Before we can even breathe outside of our parents' homes, we are in debt. Nothing we do in school prepares us for the real financial world outside of high school or college.

JOMO vs. FOMO

Credit cards are the primary source of pain early in life. These anchors use the power of compounding against you.

That’s why it’s so hard to pay off your credit cards. Every month, your credit card balance morphs into a new balance. And eventually, this new balance creates another balance. It feels like the movie “Gremlins.”

Why do we get into credit card debt? However, credit cards are not the actual problem—the underlying problem is a poor financial mindset.

Indeed, as you begin to study money, finances, spending, and psychology, you’ll find that our minds are the problem.

The Balanced Writer: Write Full-Time and Work Full-Time

We all have “issues” with money that can stem from how our parents raised us, our own experiences, and external factors like social media.

For example, we may see a 20-year-old YouTuber driving a Mercedes. This causes a need for us to purchase a car far outside of our price range.

Part of the compounding process is learning how to combat this destructive behavior. We must learn to “want” fewer things and “earn” more relationships of substance. 

The compounding of the employee mindset. Another mindset that shackles us in debt is the employee mindset. They teach us we need a job to earn money.

Self-Storage vs. Mobile Home vs. RV Park 3

Yes, we all need a job to pay bills—I agree. However, a job is not a long-term solution to paying bills and living a meaningful life. 

Jobs are just that—jobs. To become our true selves, we must create. We all have magical creative abilities that we need to exploit and grow. These abilities will compound as well. 

Today, we can make money from our creations. We can sing, talk, write, produce, and record our way to success and fortune. Better yet, we can make a difference in someone else's life. It’s a win-win.

“The Practice'' by Seth Godin is my favorite book on creativity and passion. It’s our job to bring our creative pursuits to the world. 

Business in the Metaverse

Back to compounding interest. This all ties back to compounding interest. Once we get out of debt and start creating royalties, we will have excess cash flow. 

We can use this cash to produce more cash. Instead of paying the credit card companies 10% interest, we can earn 10% interest by income investing. 

There are much safer ways to earn interest than income investing. We can use high-yield savings accounts, certificates of deposit, and Series “I” Bonds to compound our wealth.

But I love the fun of income investing. It has changed my life in ways I am still discovering. Let’s take a quick look at my progress in dividend investing. 

Don’t Gamble with Retirement 5
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