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    Note from the Author


    Thank you for picking up this book. By doing so, you’ve taken the first step towards earning your financial freedom.


    This book is meant to be short and to the point. You can read it in a single afternoon, but I hope that it acts as a companion on your own journey towards financial independence (FI). You can find additional information and resources on the topics I cover at the end of the book. 


    I was commissioned through Air Force ROTC in 2010 after four years of college. I graduated with an economics degree. I had an interest in finance from a young age, but I started studying it in depth during the global financial crisis of 2008. Since then, I have invested thousands of hours studying, researching, and applying investing and personal finance principles to my own life. In 2012, I started writing about FI, personal finance, investing, and travel hacking on my website, militarymoneymanual.com. In 2021, I started the Military Money Manual Podcast with my good friend and fellow military officer James Leenman to reach more military families with our message of building wealth while serving.


    I was once a brand-new officer in the US military, unsure of how to invest my money. Like many Americans, I graduated college with over $60,000 in student loan debt. But by the time I made captain four years later, I had paid off my debt, bought and sold my first house, and saved a six-figure net worth. 


    I made some mistakes along the way, but I earned much more than I lost. In this book, I share that hard-won knowledge with you.


    This book can give you the tools to become a successful investor and achieve financial freedom. I hope to show you that the best financial goal worth pursuing is financial independence.


    If you have any questions, please visit my website and fill out the contact form or simply send me an email at spencer@militarymoneymanual.com. Introduce yourself or ask me a question. I’d love to hear your story and learn from you. Best of luck in your investing endeavors!


  




  

    If You Don’t Have Time to Read Anything Else


    Take a deep breath. Then do this, in this order:


    1. Start a monthly 5 percent contribution of your military base pay to your Roth Thrift Savings Plan (TSP).


    2. Create a TSP account on TSP.gov and ensure you are invested in the latest “L Fund” closest to your retirement date. 


    3. To start, save $1,000 for an emergency fund.


    4. Budget a realistic amount for rent, food, transportation, and other expenses.


    5. Pay down high-interest-rate debts.


    6. Based on your budget, increase your emergency fund to cover three months of expenses.


    7. Open a Roth individual retirement account (IRA) at Vanguard, Fidelity, or Schwab and contribute the maximum annual limit to the Vanguard Total Stock Market Index Fund ETF (VTI).


    8. Max out your Roth TSP contributions annually.


    9. Build the life you want and then save for it.


    10. Save enough to rapidly achieve financial independence. A 50 percent savings rate can mean financial independence in 17 years.


    If you want more details on how to execute these steps, keep reading. We’ll get deeper into investing strategies and principles you can use to rapidly achieve financial independence.


    You can read this book straight through, and you can review each individual chapter as needed. Each chapter builds on knowledge from the previous ones.


  




  

    Introduction


    This is the book I wish someone had handed me on my first day in the military. As a college graduate and commissioned second lieutenant in the United States Air Force, I had no idea what to do with the money the US government sent my way on the 1st and 15th of every month.


    Whether officer or enlisted, active or reserve, you might be like I was not too many years ago: new to the military and completely confused about what to do with your money. You may recall hearing about the “TSP” or a “Roth IRA”—whatever they are—and think that saving 10 percent of your income is a decent goal.


    But no one has explained what the endgame is. What’s the point of all of this saving? Allow me to show you what the endgame looks like, and why it matters—a lot. I’ll show you what I did with my money to set myself up for long-term financial success and how you can do the same.


    When you’re young, you lay the financial foundation for the rest of your life. The choices you make when you’re young— whether you invest, accumulate debt, or just let life happen—will impact you for the rest of your life. If you have kids, those decisions may impact your family for decades.


    Collecting a paycheck after being a student can be incredibly liberating. But if you’re not smart about it, that money can quickly disappear. Cars, rent, food, taxes, toys, video games, beer, haircuts, cell phones—the list goes on and on. Everybody is clamoring to get their hands on your dollars, but you need to pay yourself first. Discipline now will lead to more financial freedom in the future.


    I grew up reading articles in the magazines Forbes, Fortune, and Money. I saved my summer job money and bought the SPY ETF (a popular S&P 500 exchange-traded fund) in the Roth IRA my dad helped me open. Despite my youthful interest in investing, I was financially literate but not financially competent. The financial magazines and news outlets offered lots of questionable tactics but no strategy. I knew I should save, invest, and minimize credit card debt, but I was confused about how much I needed to save. 


    After I entered the military and started earning a regular paycheck, I was still confused. I knew the power of compounding interest would someday turn my summer savings into millions, but when? How long would those millions last if I wanted to stop working? Would I have to work forever? Or was there a finish line to eventually cross?


    Retirement was so far away. How on earth was I going to save the money I would need to retire comfortably? How could I possibly figure out my retirement “number” (the amount of money it would take to be financially free)? Was it half a million dollars? One million? Two million? I couldn’t figure out how to connect the dots.


    On top of this confusion, at the time, a quarter of my after-tax pay went towards student loan repayments. I couldn’t figure out how to get rid of the debt quickly. I had heard about the military’s Thrift Savings Plan (TSP), but I didn’t know if it was a good place to invest my money.


    I had all these questions, and no one in my chain of command offered any answers. No one explained how money worked and how it could work for me. No one explained why I should go through the hassle of learning how to become rich. It was all theoretical. I still didn’t understand what the endgame was.


    That’s why I wrote this book: to provide you with the direction I wish someone had given me when I joined the military.


    
Do You Want to Work Forever?


    Ask yourself: “Do I want to work forever?” Or would you rather have enough invested money and/or passive income to make work a choice instead of a necessity?


    How good would it feel to wake up every morning and think, “If I quit my job today, I wouldn’t have to worry about bills. I could walk away and never work another day in my life. I have no debts. My car, home, and student loans are paid off. I can live off my investments for the rest of my life. I choose to work because I love helping people and because it brings me joy.”


    When you get to this point, you can travel the world, raise your kids at home, visit family and friends whenever you want, work out on your own schedule, cook delicious and healthy meals at home, read for half the morning, and take naps in the afternoons. You’ll have time to meet friends for coffee and time to start the homebrewing project that’s been on your list for years. You can work because you want to without worrying about promoting, networking, selling, or doing any of the things that you hate doing. You can tell your boss no and not worry about the consequences.


    Does that sound awesome? Of course! Does it sound realistic? Probably not if you are sweating it out in a desert on deployment. But this plan is realistic. Thousands have already achieved it. You can achieve this financial position much sooner than you think.


    
My Wake-Up Call


    I stumbled my way through that first year on a military paycheck. I was in a year-long training course working my ass off, and I struggled to make it through each day. My only goal was to not wash out, so I didn’t make time to think about my finances.


    During that year of training, I made no progress against my student loan debts, and I didn’t build any assets. Every paycheck gave me just enough money to get to the next paycheck but never enough to get ahead. Luckily, I didn’t accumulate any credit card debt, but I didn’t have much to show after a year of work.


    After completing the training course, I finally had a few weeks off. I spent more time reading personal finance blogs online, and I went to a local library and checked out every book they had on personal finance.


    Finally, it clicked. Reading a few of the classic personal finance books like The Millionaire Next Door, Personal Finance for Dummies, and The Total Money Makeover provided the wake-up call I needed! I understood what I should do with the money Uncle Sam paid me. I realized this money wasn’t just for “present me”—it was also for “future me.” With the right strategy, I could make my money work for me and eventually liberate myself from needing a job to support my lifestyle.


    I realized what the point of all this saving and investing was: financial independence.


  




  

    Financial Independence


    Financial independence. I heard this phrase for the first time a couple years after I commissioned. If only someone had told me about it when I was a cadet in Air Force ROTC!


    Financial independence (FI) occurs when your assets and/or passive income can provide enough income to cover your lifestyle expenses. Assets appreciate, or gain value, over time, like real estate, stocks, and bonds. Lifestyle expenses are the basic recurring expenses of life such as housing, food, and transportation. They also include expenses like travel, hobbies, entertainment, and anything else you spend money on to enrich your life. If your annual expenses are $50,000 and you have $1,000,000 invested in a way that provides a 5 percent annual return, you are financially independent ($1,000,000 × 5% = $50,000/year).


    Unfortunately, we live in the real world, where you have an insidious threat called inflation that is always working against you. Inflation is the natural rise of prices in a growing economy. Inflation is the reason a gallon of milk is $5 now when it was $1 in the 1960s. You must buy assets that grow faster than inflation or your savings will slowly become worth less every year. (We’ll cover specific assets to invest in later in the book.)


    Let’s assume you’ve invested your money diligently for 20 years. You now have $1 million invested in stocks, bonds, and other assets. How much of that money can you spend every year and not run out before you die?


    In 1998, three professors at Trinity University in San Antonio, Texas, studied this exact question. Their work became known as the “Trinity Study.” The professors looked at each 30-year period in the stock market from 1926 to 1995. From this data, they came up with a number called the safe withdrawal rate, or SWR. 


    SWR is the percentage of money someone can withdraw from their total investment portfolio while maintaining a survival rate of greater than 95 percent for more than 30 years. “Survival rate” here means that after 30 years of annual withdrawals, one would have at least $1 left in his or her portfolio.





OEBPS/image/2.jpg
WMJ

\ 4





OEBPS/image/Military-Money-Manual-COVER-ebook.jpg
THE
MILITARY
MONEY
MANUAL

AAAAAAAAAAAAAA

OOOOOOOOOOOOOOOOOO

EEEEEEEEEEEEEE








OEBPS/image/title-page.jpg
THE MILITARY MONEY MANUAL

A PRACTICAL GUIDE TO FINANCIAL FREEDOM

SPENCER C. REESE





OEBPS/image/1.jpg
C)OTTERPINE





