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“Reading this book felt like compressing decades of billionaire investment wisdom into an afternoon. Bob and Ben simplify complex strategies in a way that reshapes how you think about risk, reward, and diversification. Whether you’re just starting out or a seasoned investor, this book delivers clarity, depth, and a serious edge.”

—JUSTIN DONALD, #1 WSJ and USA Today bestselling author, founder of The Lifestyle Investor, and host of The Lifestyle Investor podcast

“You don’t have to be a billionaire to invest like one! Now you can build your personal wealth with the secret strategies used by billionaires. Invest Like a Billionaire will not only change how you invest—it will elevate how you think.”

—JON GORDON, seventeen-time bestselling author of The Energy Bus and The Power of Positive Leadership

“Bob and Ben have written the rare kind of book that combines financial intelligence with moral clarity. Invest Like a Billionaire is essential for anyone serious about building wealth for greater impact.”

—JOE JOHNSON, CEO and founder of Life Surge

“Invest Like a Billionaire, by Bob and Ben Fraser, is a must-read for every investor. With decades of experience in finance at major global firms, I have read countless complex texts on modern portfolio theory and alternative investments. This book stands out for its clarity, breaking down complex concepts into simple, actionable terms accessible to all investors. Whether you’re new to investing or refining your strategy, this book offers invaluable insights.”

—ANTON MATTLI, cofounder and CEO of Peak Financing

“In my thirty years advising high-net-worth clients, I’ve never seen a book that captures the essence of billionaire investing so clearly. Invest Like a Billionaire is not just a theoretical guide; it’s a practical roadmap for success.”

—JIM DEW, CFP®, ChFC®, CPWA®, cofounder and CEO of Dew Wealth Management and the Fractional Family Office®

“So many successful people think investing is only stocks or bonds. There is a better way, and Bob and Ben take you behind the curtain of high-net-worth investment strategies. This is elite knowledge made accessible.”

—SEAN KOUPLEN, chairman and CEO of Regent Bank

“I’ve followed Bob’s macro insights for years—this book puts his proven strategy into a readable, repeatable playbook. If you want to be an informed investor with a cheat code to real wealth, read on.”

—JOEY MURE, founder of Wealth Without Wall Street

“Bob and Ben are geniuses. This book is like having a private consultation with two brilliant investment minds—without the six-figure fee.”

—GRAHAM COCHRANE, USA Today bestselling author of Rebel and How to Get Paid for What You Know

“Bob cuts through the noise with truth and clarity, showing families how to build lasting wealth with lower risk and greater peace.”

—DAVID BULL, founder and CEO of Ark Financial

“The Frasers’ ability to distill complex macro trends into simple, actionable insights is unparalleled. Their ability to find, analyze, and execute profitable alternative investments in profitable niches over multiple market cycles is impressive.”

—JACK KRUPEY, fund manager

“To invest like a billionaire might seem impossible or counterintuitive for the average investor, but it is within any investor’s reach when you take Bob and Ben’s insights and put them into action.”

—PARKER WEBB, CEO of BrightStar Property Group

“Bob’s insights into investments and portfolio management offered a refreshing departure from traditional retail theories. He has been an invaluable source of knowledge.”

—S. ROSAS, alternative investment analyst

“If you’re tired of Wall Street volatility, this book is the calm in the storm.” —Joe Barton, founder and CEO of Barton Publishing

“Invest Like a Billionaire is clear, concise, and incredibly actionable.”

—JASON WILSON, founder and CEO of T&C Construction

“Bob’s track record speaks volumes, and this book captures the strategy behind the success. It’s practical, powerful, and well-timed.”

—NOAH CUTLER, managing director at North Fork Partners

“This book distills decades of real-world investing into strategies anyone can use. The clarity is rare—and that’s what makes it powerful.”

—ERIK VAN HORN, cofounder of Front Street Equity Partners

“I’ll be buying this book and sharing it with friends and clients. An excellent primer on the pathway to modern wealth creation.”

—KENDALL LAUGHLIN, family office director and executive coach at Ark Financial

“I’ve read a dozen investment books in the past year. This is the only one that stuck.”

—LITAN YAHAV, cofounder and CEO of Vyzer

“It’s rare to find an investing book that’s both backed by rigorous data and easy to read with clear, actionable steps. If you’re ready to stop outsourcing control of your wealth and want proven frameworks for investing beyond the stock market, this is a must-read.”

—CALEB GUILLIAMS, founder of BetterWealth.com

“In Invest Like a Billionaire, Bob and Ben Fraser bring the data and the economic reasoning, making it clear why the ultra-wealthy are heavily invested in Alts. But even more importantly, they provide a compelling invitation and realistic access for anyone to enter the wonderful world of private investments.”

—JIM MAFFUCCIO, cofounder and managing director of Aspen Funds
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DEDICATION

This is dedicated to my three partners at Aspen Funds: Jim Maffuccio, Dan Schulte, and Ben Fraser, who have made the ride a joy.

– Bob Fraser

To Laura, my bride and companion. Thank you for your unwavering support and belief in me. Life is way more fun with you.

– Ben Fraser









FOREWORD

Great leaders don’t leave their future to chance—they shape it with the choices they make every day. The same is true for financial success. Whether you realize it or not, the decisions you make about money today will determine your financial future tomorrow.

This lesson is personal to me. My brother, Larry, is an incredibly successful businessman and investor. Over the years, I’ve watched him make calculated, disciplined decisions that allowed him to build lasting wealth. But what’s most fascinating isn’t just what he invested in—it’s how he thought about money.

Larry never chased quick wins or followed the crowd. Instead, he thought long-term, prioritized fundamentals, and made decisions based on principles, not emotions. He approached investing the same way great leaders approach their organizations—with vision, strategy, and patience.

Larry’s financial wisdom made a tangible impact on my own life. In my early years, as I was just getting started in my career, it was Larry’s financial success that helped launch me. His generosity and belief in my leadership journey were only possible because he had built a strong financial foundation. That experience taught me something profound: Financial success isn’t just about wealth—it’s about the freedom to impact others.

Over the years, I’ve had the privilege of getting to know Bob Fraser through our shared passion for values-based global transformation. It’s clear that Bob approaches investing with the same principles I believe make great leaders—discipline, vision, and stewardship. His ability to break down how the most successful investors think and act is what makes Invest Like a Billionaire such a valuable resource.

Successful investors don’t panic when markets dip or get caught up in hype when prices soar. They don’t let fear or excitement dictate their financial future. Instead, they follow proven principles, looking beyond the noise to see the bigger picture.

They also embody the timeless leadership principles that drive long-term success:


	Vision – The best leaders don’t just see what’s happening today; they see more. This book will help you see more about how the most successful investors invest—so you can apply the same strategies to your own financial future.

	Discipline – They stick to their principles and investment strategies, even when emotions or external pressures tempt them to do otherwise.

	They think in decades, not days. Instead of chasing short-term trends, they position themselves to create generational wealth.

	They invest in opportunities others overlook. When most people follow the crowd, the most successful investors look where no one else is looking.



The insights in Invest Like a Billionaire will give you the tools to make smarter financial choices and take control of your financial future. As you turn these pages, approach them not just as an investor, but as a leader—because the way you manage your money is a reflection of how you lead your life.

Your financial future is determined by the decisions you make today. Make them wisely.

Your friend,

John C. Maxwell

#1 New York Time bestselling author, founder of Maxwell Leadership






INTRODUCTION

This book might be one of the most important you will ever read.

Behind your health and your relationships, your financial well-being is probably the most important thing that will determine your future.

And because of the laws of compounding, over the long haul, your investment choices will determine your financial future, even more than your career choices.

That is why the ultrawealthy spend so much time on their investment, allowing them to consistently earn higher returns with less risk and lower volatility. In this book, we will unlock the power of private alternatives, the very investment vehicles that form the foundation of their success, which were previously locked away from smaller investors until a landmark regulation change in 2012.

However, as you will learn, the financial system is still not geared to help you invest in these powerful vehicles, and a certain amount of expertise is required to successfully access them.

Hence this book.

We will give you all the tools you need to understand and break into this not-so-mysterious world—and do so successfully.


ACCREDITED INVESTORS

This book is written primarily to accredited investors—those who, according to Securities and Exchange Commission (SEC) rules, are permitted to invest in private placements. Accredited investors are those who (1) have at least a $1 million net worth, excluding their primary residence, or (2) have earned $200,000 (or $300,000 jointly with their spouse) in income in the last two years, with the expectation of doing the same this year. There are several other categories, but these are the ones that apply to most folks.

That said, if you are not yet accredited, don’t be discouraged—you still have a lot of options. We outline them in Appendix A: If You’re Not Accredited. So keep reading this book; you can use most of our techniques and strategies even while you work toward becoming accredited.

Let’s dive in and see just what billionaires know that you probably don’t.











PART 1 THE BILLIONAIRE FACTOR
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CHAPTER 1 THE BILLIONAIRE INVESTOR



“An investment in knowledge pays the best interest.”

– Benjamin Franklin



David’s mother was a Lutheran minister and his father a university professor in small-town Wisconsin. The first sign something was different about David was in the third grade, when his teachers came to his parents and said, “We need David to skip this grade. He’s just way ahead, and we have to put a special teacher with him all the time.”

David Swensen went on to earn a PhD in economics from Yale, then took a stint on Wall Street, where he spent a combined six years in corporate finance at Lehman Brothers and Salomon Brothers. “I had a great time on Wall Street, but it didn’t satisfy my soul,” he says. “I learned from my parents that there are a lot of important things in life you don’t measure in dollars and cents.”

In 1985 he was tapped to run Yale’s failing endowment. It was an unlikely move—Swensen was only thirty-one years old and had never managed an institutional investment portfolio. William Brainerd, who recruited him, admitted, “It looked like an odd choice.”

The endowment he inherited was a disaster. From 1968 to 1979, it had lost 45 percent. And the management company specially formed to run it had been fired.

From his university days studying under economist and future Nobel Prize-winner James Tobin, Swensen had become enamored with the idea of diversification. Most institutional portfolios—like the one he had inherited—were almost entirely in stocks and bonds. He argued that such a strategy provided insufficient diversification. Too often, stocks all moved together, and sometimes even together with bonds.

He pioneered an utterly radical idea, eventually dubbed “the Yale Model.” It completely revolutionized institutional investing and today is mimicked in some fashion by nearly all institutions.

Swensen realized that investors should de-emphasize stocks and bonds. Investors should instead take advantage of their longtime horizons to invest in hedge funds, real estate, timber, oil and gas, and other alternative investments. His belief was that only by investing in alternatives can you achieve true diversification.

“For a given level of return, if you diversify, you can get that return at lower risk,” he said. “For a given level of risk, if you diversify, you can get a higher return. That’s pretty cool! Free lunch!”

On a related but equally revolutionary note, he saw the lack of liquidity common in alternative assets to be a benefit, not a liability, because liquidity was mostly unneeded and came at the cost of higher returns.

Swensen’s endowment began outperforming every peer and every benchmark. He grew the portfolio from $1.3 billion to $31 billion—making Yale one of the wealthiest schools in the US. The endowment’s annual income grew from $45 million per year to $1.6 billion per year. Over his thirty-five-year tenure, Swensen’s annual returns were 13.1 percent, during a period in which a standard 60/40 stocks/bonds portfolio earned 8.8 percent.

To put that in context, it’s like starting with a $100,000 portfolio that is producing $3,400 per year and growing that to $2.4 million, while producing $123,000 per year in income.

What makes Swensen’s record astonishing is that while Yale’s returns were higher than a normal stocks/bonds portfolio, they were generated with less risk and lower volatility.


WHY THIS BOOK MATTERS

This book will change your life by changing your financial future.

As we noted above, David Swensen pioneered the Yale Model that is mimicked today by all the world’s ultrawealthy. It was revolutionary. And now we will show you exactly how he was able to earn 13.1 percent returns at a time when others made 8.8 percent—with less risk and lower volatility. We will show you how to access the same investments and utilize the same strategies that he and the ultrawealthy use. We will show you the mathematics behind why it works. And we will show you how to implement the same structuring and tax-saving strategies they do.

Higher returns matter. Compounding $100,000 for 30 years at 8.8 percent would net you $1.25 million. Not bad. But the same investment, compounding at 13.1 percent, yields $4 million. That difference alone will change your life.

Risk matters. History shows that losses are harder to overcome. In the investing race between the tortoise and the hare, the tortoise definitely wins.

Volatility matters. Have you ever woken up in the morning to 80 percent losses in a large stock holding? I have. Not only is it emotionally wracking, but it is also very difficult to recover from financially. We will show you the surprising math behind volatility.

Taxes matter. That $100,000 investment earning 13.1 percent per year? If you pay 40 percent taxes every year on your gains, your $4 million gain drops to just $967,000.

Contrary to what you might believe, these investments and strategies are real and are accessible to regular folks. At first glance some things might seem complicated, but we will show you how to navigate them and succeed as a billionaire-like investor.




THE MIRACLE OF COMPOUNDING

Albert Einstein is often attributed with saying, “The most powerful force in the universe is compound interest.” He is also said to have referred to it as one of the greatest “miracles” known to man, with the popular quote, “Compound interest is the eighth wonder of the world. He who understands it, earns it… he who doesn’t… pays it.”

Regardless of its origin, the principle behind these words holds undeniable truth. Let’s look at a couple of quick examples that illustrate what one of history’s greatest minds may have been alluding to.

Let’s say you had a magic penny that doubled in value every day. On day two, it would be worth $0.02, day three $0.04, and so on. On day thirty, it would be worth $5.4 million. And on day sixty, $5.7 quadrillion.

Let’s go the other way. Say, you were Jesus Christ, and two thousand years ago you started with a penny and put it in a bank where you earned a mere 5 percent return. In the year 2000, your penny would be worth $473 sextillion. That’s $473 billion trillion.

These two extreme examples point out the dual factors that drive compound interest. The first is the rate of return. Obviously, the higher the rate, the more rapidly compounding happens. The second is time. And it really doesn’t matter how modest the interest rate is—if there is enough time, the results become astronomical.


INVESTING KEY #1

Compounding is the key to building wealth.



Compounding is the key the ultrawealthy use to build wealth—and you can make it work for you too.

But there is a catch.


Volatility Destroys Compounding

Let’s consider two examples. In the first scenario, you start with $100,000 and compound that every year at 9 percent. In the second scenario, you start with the same $100,000, and your returns fluctuate up and down but average 10 percent. Which is better?

Here’s the first example:





	Year

	Rate

	Amount

	Year

	Rate

	Amount





	 

	 

	100,000

	 

	 

	 




	1

	9%

	109,000

	16

	9%

	397,031




	2

	9%

	118,810

	17

	9%

	432,763




	3

	9%

	129,503

	18

	9%

	471,712




	4

	9%

	141,158

	19

	9%

	514,166




	5

	9%

	153,862

	20

	9%

	560,441




	6

	9%

	167,710

	21

	9%

	610,881




	7

	9%

	182,804

	22

	9%

	665,860




	8

	9%

	199,256

	23

	9%

	725,787




	9

	9%

	217,189

	24

	9%

	791,108




	10

	9%

	236,736

	25

	9%

	862,308




	11

	9%

	258,043

	26

	9%

	939,916




	12

	9%

	281,266

	27

	9%

	1,024,508




	13

	9%

	306,580

	28

	9%

	1,116,714




	14

	9%

	334,173

	29

	9%

	1,217,218




	15

	9%

	364,248

	30

	9%

	1,326,768







After 30 years of steady, boring compounding at 9 percent, you have about $1.3 million. Not bad.

But you’re not satisfied with a boring 9 percent. You want to swing for the fences. You make 50 percent in the first year! But the next year, you lose 30 percent. It’s okay, your average return is 10 percent. You repeat this pattern for the next twenty-eight years. You have done much better than the boring investor because you averaged a 10 percent return. And you had incredible 50 percent returns in half of those years! Let’s look:





	Year

	Rate

	Amount

	Year

	Rate

	Amount





	 

	 

	100,000

	 

	 

	 




	1

	50%

	150,000

	16

	-30%

	147,746




	2

	-30%

	105,000

	17

	50%

	221,618




	3

	50%

	157,500

	18

	-30%

	155,133




	4

	-30%

	110,250

	19

	50%

	232,699




	5

	50%

	165,375

	20

	-30%

	162,889




	6

	-30%

	115,763

	21

	50%

	244,334




	7

	50%

	173,644

	22

	-30%

	171,034




	8

	-30%

	121,551

	23

	50%

	256,551




	9

	50%

	182,326

	24

	-30%

	179,586




	10

	-30%

	127,628

	25

	50%

	269,378




	11

	50%

	191,442

	26

	-30%

	188,565




	12

	-30%

	134,010

	27

	50%

	282,847




	13

	50%

	201,014

	28

	-30%

	197,993




	14

	-30%

	140,710

	29

	50%

	296,990




	15

	50%

	211,065

	30

	-30%

	207,893







With all your hard work, you managed to end up with just $208,000—not even one-sixth of Mr. Boring.

What happened?


INVESTING KEY #2

Volatility destroys compounding.



It’s the math. Let’s say you start with $100,000, then lose 50 percent, leaving you $50,000. If the next year you gain 50 percent, you will have $75,000—not $100,000. After losing 50 percent, you must earn 100 percent to break even.

Losses are far, far more impactful than gains. This is why the old adage says, “The first rule of making money is not losing money.” Mathematically, minimizing losses is far more important than maximizing gains. It is important that you understand this axiom—and that it’s not a platitude or an opinion. It’s mathematics. This is the first and most important key on your journey to wealth creation—to stop making risky bets.

This is why volatility is so important. The next time someone mentions Einstein’s quote about compounding interest, answer them by saying, “Unless there’s volatility!”

Let’s look at the volatility of some of the largest, safest, income-oriented stocks and bonds in figure 1. The gray on the top is the dividend yield. The light gray is the average volatility between the years 2000–2023. And the dark gray is the largest drawdown in that period. Look at EQR, a real estate investment trust that owns apartments. You might think it would be very safe, and yet while earning 4.6 percent in dividends, it subjects its investors to an average volatility of almost 23 percent annually and a max drawdown of nearly 70 percent. Anyone who has been in the stock market for any period of time has felt the sting of these sudden and often irrational losses.


INVESTING KEY #3

Minimizing losses is far more important than maximizing gains.



[image: A bar chart comparing average yield, annual volatility, and maximum 12-month drawdown for various asset classes from 2000 to 2024.]
Figure 1: Income Stock Yields and Drawdowns Description 1








THE POWER OF PRIVATE ALTERNATIVES

This book is about the power of private alternatives. David Swensen’s performance was not an anomaly; it was not luck—it was mathematics. It’s what happens when you harness the full power of compounding by achieving true diversification with private alternatives.

Data from iCapital confirms Swensen’s results. Figure 2 shows the relative outperformance of alts compared with 60/40 portfolios (60 percent stocks, 40 percent bonds) between 2007 and 2023. And figure 3 shows that alts have suffered far less in drawdowns when compared to stocks and bonds.

[image: Line chart showing portfolio growth since 2007; alts allocation outperformed 60/40 and 48/32/20 equity/bond/alts portfolios.]
Figure 2: An Allocation to Alts Improves Outcomes for 60/40 Portfolios Description 2



[image: A bar chart comparing the maximum drawdowns of a diversified alternatives portfolio and a 60% equity/40% bond portfolio during major market downturns from Q3 2007 to Q3 2023.]
Figure 3: Alts Have Performed Well When 60/40 Portfolios Have Fallen Description 3



Swensen’s success was a bombshell in the world of the ultrawealthy. In 2001, public pension funds had just 9 percent of their assets in alternatives. By 2021, the year of Swensen’s death, they had plowed in $18 trillion—29 percent of their portfolios and growing. Today, the Yale Model is mimicked in some form by every institutional investor, and the tidal wave continues: nearly $20 trillion in 2023 and counting.

[image: A bar chart showing the global growth of private alternative investments from 2000 to 2022, with values increasing significantly over time.]
Figure 4: Global Growth of Private Alts Description 4



In the chapters that follow, we are going to unlock for you the power of private alternatives—the very same alts that the ultrawealthy rely on to generate higher returns with less risk and less volatility.

So, we know that billionaires think a lot about diversification and reducing risk. But you might be surprised to learn a few other ways billionaires think differently from the rest of us.









CHAPTER 2 WHAT MAKES BILLIONAIRES DIFFERENT FROM YOU AND ME



“It’s not how much money you make, but how much money you keep, how hard it works for you, and how many generations you keep it for.”

– Robert Kiyosaki



Billionaires act very differently from you and me in their financial lives, and it’s not just because they’re rich. It’s because they know something that many of us don’t. And contrary to what you might believe, you too can master the same strategies.


BILLIONAIRES INVEST 50–60 PERCENT IN PRIVATE ALTERNATIVES

From the previous chapter, we’ve learned that alternatives can give you higher returns with lower risk and less volatility. So, it’s not surprising that billionaires love alternatives. In fact, billionaires allocate 50–60 percent of their investments to alternative investments.

[image: A pie chart showing Yale Endowment Portfolio Allocations for 2021, with 55% allocated to Private Alternatives and other categories detailed.]
Figure 5: Yale Endowment Investment Allocations, 2021 Description 5



This pie chart shows the Yale Endowment’s recent allocations: 79 percent into alternative investments.

What about the larger universe of wealthy investors? Most of the ultrawealthy invest through “family offices.” According to UBS’s Global Family Offices survey, the world’s wealthy are allocating the same way—59 percent into private alternatives.

Want more proof? Tiger 21 is a group of 1,300 family offices and wealthy individuals with at least $20 million in investable assets. They regularly publish their investors’ allocations. You can see the recent data below. They too allocate heavily to alternatives—58 percent.

In contrast, small individual investors are under-allocated to this game-changing strategy. According to McKinsey, individual investors hold an average of just 2 percent of their wealth in alternatives.1

Two percent!

[image: Pie chart of 2023 US family office portfolios: 59% private alternatives, 28% equities, 7% fixed income, 6% cash.]
Figure 6: US Family Offices Portfolio Allocations 2023 Description 6



But that’s rapidly changing. In 2012 and again in 2020, the SEC changed the rules to allow greater access to private alts.

Why don’t individual investors pursue private alts? Most believe they are out of reach—though they are not. It is mostly due to a knowledge gap, and that’s what we aim to help overcome—keep reading! Individual investors can follow the billionaires’ methodologies and capture the same extraordinary benefits. By the end of this book, you will have the know-how to successfully follow their example and achieve the same extraordinary results.




BILLIONAIRES FOCUS ON GROWING THEIR BALANCE SHEET, NOT THEIR INCOME STATEMENT

One major difference between the billionaire investor and the typical investor is a key mindset. Smaller investors have an income statement mindset. Your income statement shows your income, your expenses, and the difference between the two: your net income. They focus both on making more money—working harder, getting promotions, taking side gigs—and saving money, to maximize their net income.

Billionaires, on the other hand, have a balance sheet mindset. Your balance sheet shows your assets and your liabilities, and the difference between the two: your net worth. They focus on buying and building assets and businesses that they can grow and maximize value.


MINDSET SHIFT #1

Focus on growing your net worth, not your income.



This mindset, by the way, is the reason billionaires pay less taxes, because balance sheet growth is not taxed, while income growth is. We’ll share more about this and other billionaire tax strategies in chapter 13.

Smaller investors can move from an income statement mindset to a balance sheet mindset by using their income to buy and build assets that increase in value. By doing this year after year, over time your assets will grow, and eventually your investment income will exceed your earned income.




BILLIONAIRES LOVE DEBT

Many of my friends are working hard to get out of debt. They’re trying to pay off their mortgages and credit cards and become 100 percent debt free. Popular teachers like Dave Ramsey teach that debt is slavery and should be avoided at all costs.

It may surprise you to learn that billionaires have no such qualms. In fact, most of them love debt and use it to their advantage.

First, they use it to pay less taxes. We’ll show you this, too, in chapter 13.

Second, they use it to leverage their investments. Adding a bit of leverage to an investment can greatly enhance returns while increasing risk only slightly. It’s smart. Obviously too much leverage can make an investment very risky, so we want to avoid that. I have often said debt is like a fire. Fire can burn your house down, but it can also cook a great steak. Debt should be respected but never feared. Fearing debt is buying a ticket on the poverty train.

Debt is not evil—far from it. If I lend you a dollar, to you that dollar is a debt, but to me that same dollar is an asset. Even if you deposit a dollar in your bank, it goes on the bank’s balance sheet as a debt. All debt is someone else’s asset. If you argue against debt, then by definition you are arguing against savings.

Debt allows capital to flow from where it is underutilized to where it can be utilized. As such, debt is the lifeblood of the financial system and is responsible for the incredible wealth produced by capitalism over the centuries.

Here are the three principles of smart investment debt. First, make sure that no matter what, you will be able to service the debt. That means the income from the investment, or from other sources, will always be enough to make the debt payments. As long as the payments are made, you are not in danger of losing the investment to your lenders. The second principle is not borrowing too much. For example, if you think your investment could drop 35 percent in value in the most extreme case, then don’t borrow more than 65 percent on that investment. That way you’ll never be underwater to your lenders and some equity will remain even in such an extreme scenario. Third, do the math on variable interest rates. During the Great Interest Rate Hike of 2023, the Fed raised rates eleven times—hurting many investors who had foolishly assumed rates would stay low forever.

So, investment debt, if used at moderate levels, is simply smart. But what about consumer debt, like credit cards? The conventional wisdom from financial gurus tells us to avoid credit cards like the plague—but that’s not always true.

What matters is what you use credit cards for. If you use credit cards to buy things you can’t afford, then you are certainly asking for trouble.

But in my earlier years, my income fluctuated wildly (the life of a serial entrepreneur!), and I used credit cards to even out the lean months from the plentiful. Credit cards allowed me to raise my family without stress, and to this day, I am grateful that I could borrow money based on my signature alone.

Credit cards can also be a legitimate way to build a business. When one of my friends, who was a missionary, exited the mission field, he returned to the US with nothing. He used some eighty credit cards to begin fixing and flipping houses. Today he has a multimillion-dollar real estate portfolio that’s doing extremely well—and zero credit card debt. Obviously, this is not for everyone, but being able to borrow money on just a signature and a promise to repay is an incredible privilege, and an incredible opportunity if you can manage it wisely.

Debt is a tool of the wealthy. They use it wisely to build wealth, and you can too.




BILLIONAIRES LOVE INFLATION

While the little guy suffers from inflation, billionaires profit from it. Let me show you how.

At 8 percent annual inflation, in ten years the value of an asset will roughly double, and the value of money will drop by half. So, a smart strategy is to buy assets that will increase in value from inflation, using debt, which will decrease in value from inflation. For example, if you buy an apartment complex for $10 million, at 8 percent inflation, you could expect your rental income to double in ten years and thus double the value of the property as well. Your $10 million investment would be worth $20 million. And on the other side, if you borrowed $7 million to buy that property, the value of that debt drops in half during the same time. If you sold it, you would turn your $3 million equity investment into $13 million in ten years—a 433 percent return—from inflation alone. The numbers work at any level of inflation. At 4 percent inflation, double the time frame to twenty years, etc.

Here’s an even crazier (but true!) illustration. Around 2006, a friend of mine from Zimbabwe foresaw inflation on the horizon and borrowed $300,000 from a local bank to buy a 6,000-square-foot Mediterranean-style mansion. The next year, Zimbabwe experienced historic hyperinflation. I visited during this time, and I remember filling grocery bags with cash just to buy a tank of gas! Two years later, he paid off his mortgage with a handful of worthless cash, and today owns that mansion debt free.

Inflation is a massive transfer of wealth from savers to borrowers. Thus, in inflationary times you want to be a borrower (and another reason why you shouldn’t be afraid of debt).


INVESTING KEY #4

Inflation is another way to tap the miracle of compounding.



It’s beyond the scope of this book to explain why, but you should be aware that in a fractional reserve banking system, as exists today in every country in the world with a central bank, some inflation will be a constant fixture in the economy. Thus, you should always be positioned to profit from it by owning assets that will benefit from inflation and borrowing modestly against them.

If inflation is low, you might think it’s not important to consider. But it still makes sense to position your portfolio to capture it. Back to that $10 million apartment complex: If inflation increases by just 2 percent per year, in ten years the value of that investment will go up by 22 percent, even if nothing else happens. At 3 percent inflation, you would gain 34 percent; and at 4 percent inflation, you would be up 48 percent. Not bad.

As you can see from this little example, inflation is actually another way to tap the miracle of compounding—and even low levels of inflation compound over time.




BILLIONAIRES PAY LITTLE IN TAXES

The tax systems of the United States and virtually every other country favor certain categories of income over others. Favored income categories include business income and investment income. It is a simple matter to structure your investments in such a way as to minimize your taxes. We will show you how in chapter 13.


MINDSET SHIFT #2

Most work for their money, but billionaires make their money work for them.






BILLIONAIRES MAKE THEIR MONEY WORK FOR THEM

Most people spend their life working for their money. But billionaires make their money work for them. Obviously, this is easier with larger numbers, but it’s a principle everyone should follow: Put your money to work.

I love what famous Shark Tank investor Kevin O’Leary says: “Here’s how I think of my money—as soldiers—I send them out to war every day. I want them to take prisoners and come home, so there’s more of them.” 2

It is a mindset shift—our second major mindset shift. Before we move on from this chapter, take a moment and decide that you will learn how to make your money work for you. Even if it’s just small amounts at the beginning, this mindset will change the way you invest and will help you become a better investor and multiply wealth.




INVESTING IN INVESTING

Doctors and lawyers spend eight years learning their craft—that’s roughly sixteen thousand hours. But few spend more than a few minutes to understand what to do with their money—even though your money has far greater earning power than you do.


MINDSET SHIFT #3

Learning to invest is your most important investment in time.



Let’s say our doctor was able to earn $400,000 per year over her forty-year career. She would earn $16 million total—a good investment in time and money.

Let’s say she saved 20 percent—$80,000 per year—and earned a 5 percent return on that. After forty years, she would be worth $9 million. But let’s say she invested one hour each week to learn about investing—2,000 hours over forty years, an eighth of the time she spent to become a doctor—and as a result was able to earn a 10 percent return on her investments. Her savings would then turn into $35 million—almost four times the return on the lower investment above and double her earnings from her medical career.

And if she read this book, regularly listened to the Invest Like a Billionaire podcast, attended investing conferences, and networked with other investors, and was able to earn 15 percent returns, she would be worth $142 million—fifteen times higher than the first return above and eight times what she earned as a doctor.





	Annual Savings

	Annual Return

	Net Worth After 40 Years





	$80,000

	5%

	$9,663,982




	$80,000

	10%

	$35,407,404




	$80,000

	15%

	$142,327,225







Spending one-eighth of the time spent on your career to earn eight times more—again shows why perhaps this book might be one of the most important you will ever read.

Building wealth is one thing, but who should you trust to help you do so? Before you entrust your money to a professional, you should know how the game is played.









CHAPTER 3 7 THINGS YOUR FINANCIAL ADVISOR WILL NEVER TELL YOU



“The most contrarian thing of all is not to oppose the crowd but to think for yourself.”

– Peter Thiel



A question probably burning in your mind right now is, Why haven’t I been told about private alternatives? The answer is not what you might think—that they are simply not available to smaller investors. They are.

To answer this question, we will need to look at the financial advisory system. Financial advisors are important and helpful and, by and large, good people. I have a financial advisor. But the financial advisory system is also flawed, and in a most important way: They will generally not help you with private alternatives.

Here is what happened to me.

When we started our firm Aspen Funds, we were passionate about the power of private alternatives and looked for as many avenues as possible to tell folks about them. I have an indelible memory of one of our earliest strategies. We found a firm that mailed flyers to wealthy individuals and guaranteed to fill fifty seats in a top steakhouse with qualified investors for an evening of (free) fine food and a pitch of our alternative investments.

Everything went precisely as planned. The room was filled; they were indeed all qualified; and they listened intently. We plied them with our charts and graphs, our team, our track record, and our offerings. Afterward, people were universally wowed. The first sentences out of their mouths were things like, “This is amazing!” “I have never heard about such investments,” “This is just what I need,” and “I’m definitely interested.”

The second thing out of their mouths was one of two comments: “I need to show this to my financial advisor,” or “I need to find a financial advisor, so I can show this to them.” We paid for two such events, a hundred people in total. We were optimistic that we could help them by placing their capital into great products and helping our business grow too. How many investors did we get?

Zero.

What happened? To understand, we need to look at some of the surprising ways the financial advisory system works


#1 FEW ADVISORS KNOW PRIVATE ALTS

The number one answer may surprise you: Most investment advisors know very little about alternatives. The advisory system is designed entirely around traditional financial products—stocks, bonds, and insurance.

Advisory firms come in two main flavors: registered investment advisors (RIAs) and broker-dealers (BDs). The rather surprising thing about them is that neither requires knowledge of alternatives. There is a license available that focuses on alts (the Series 82), but it is very rare to find an advisor with this qualification. Years ago, I decided to study to become an RIA. I was shocked to discover the discussion of alternatives was covered in just a few pages—not enough to convey even a basic understanding of them.

Before we move on, here’s a quick overview of the two types of advisory firms and their differences:

Registered Investment Advisors (RIAs—Series 65). RIAs can be independent, that is, not working under a large financial firm. Legally, they are your fiduciaries, which means they are required to advise you in your best interest, and strict care must be taken to avoid conflicts of interest.

RIAs are fee-based—they typically charge fees based on a percentage of “assets under management” or AUM, often in the 1–2 percent range. A few charge hourly or fixed monthly fees. The latter arrangements are favored by the ultrawealthy because they are cheaper. Some may also charge flat fees for financial planning services.

Broker-dealers (BDs—Series 7). These are typically the larger investment firms. They are not fiduciaries, operating under the looser standard of suitability. This means their advice must meet your needs, but they may direct you to products that earn higher fees or commissions, and they are not required to disclose conflicts of interest or make you aware of cheaper or better alternatives.




#2 ADVISORS DIRECT YOU TO IN-HOUSE PRODUCTS

All the large broker-dealer firms have in-house products that might include mutual funds, annuities, insurance products, bonds, commodities pools, and even ETFs. These are typically higher-fee products that include sales commissions or management fees to the firm.

Advisors for these firms have sales quotas requiring them to sell certain amounts of in-house products to stay employed.




#3 ADVISORS ARE PLATFORM RESTRICTED

Advisors operate on an investment platform. They select the investment products from this platform and place the trades into this platform. The platform generates investment reports and calculates and deducts advisor fees and commissions.

Many advisors are not permitted to invest your funds outside the platform. Others are allowed, but it is very difficult. Restrictions vary widely by firm. Some RIAs have little to no restrictions, while some BDs are 100 percent restricted.

This is important because most private alts are not listed on these platforms. Most private alts accept new investors only for the first two to three months. It takes too long and is too difficult for sponsors to make their products available on all the various platforms, so they don’t bother.

Investing off-platform means the advisor cannot charge their fees, does not earn commissions, cannot control or trade those investments, cannot monitor their performance, and cannot give you reports. It’s simply easier for them to keep everything on their platform.

Also, investing in a private alt requires you to sign subscription documents, withdraw cash, and wire it away from accounts the advisor controls. It is inconvenient, and most advisors are understandably reluctant and will try to dissuade you from doing so. After all, if it’s going outside them, why do you need them?

In addition, private alts are a bit of a “black box.” It is difficult for advisors to get comfortable with them, especially when compared to a stock like IBM, Apple, or an index fund. If those drop in value, the advisor can’t be blamed. But if they recommend a private alt, and it loses money, your advisor has some liability and egg on their face. This doesn’t necessarily mean the alt is riskier, but that more blame can be assigned. This is another reason why few advisors will recommend alts.




#4 FIDUCIARIES CAN EARN COMMISSIONS

It may seem a little counterintuitive—how can a fiduciary, who is required to act in your best interest, receive commissions on what they sell you? Is it in your best interest to pay commissions?

Commissions can vary widely: from zero for purchasing stocks or ETFs, for example, to 1–10 percent for annuities, to as much as 300 percent of first-year premiums for certain insurance products.

Advisors are obviously incentivized to sell you a high-commission product versus a low-commission product. However, as a fiduciary they are not permitted to let commissions influence their advice. It is clearly a conflict of interest, but a perfectly legal one.

RIAs are required to disclose the types of commissions they receive. You can read this in the Form ADV that they file with regulators which they are required to make public (look for your firm’s ADV at https://adviserinfo.sec.gov). However, when making a specific proposal, they are not required to disclose to you the specific commissions they will receive or how much those commissions are.




#5 ADVISORS CAN MARK UP PRODUCTS

Another way advisory firms can get paid is by marking up products. This is most common in bonds. Your advisor may sell you a bond’s “coupon,” the yield paid on the bond, but mark up the price you pay for the bond. Again, a conflict of interest, but perfectly legal.




#6 PRIVATE ALTS OFFERED BY ADVISORS ARE FAT WITH FEES

Most advisors know they are behind the curve on private alts, and some, especially larger brokerage firms and private banks, offer alternatives. But the offerings are often sponsored by affiliate entities, are laden with fees, and are rarely the best opportunities in the category. They are trying to satisfy the investor’s interest without actually giving them complete or great options. Frankly, the worst private alts I have seen have all come from advisors.





#7 ADVISORS CANNOT SHARE PROFITS

In the world of private alts, it is common for the manager to share in the success of their investments—it’s called “promote” or “carried interest.” The idea is that they share in the profits they create. The manager only makes money when you make money, and the more you make, the more they make. To the average person, this seems sensible because it creates an alignment of interests.

It may surprise you to learn that while advisors can earn fees from sales and for managing your account, they cannot earn fees based on performance—it’s illegal. Whether they invest your money into something that earns 20 percent per year or something that earns 2 percent per year, their compensation must be the same.

To the normal person, this is very counterintuitive. Most businesses pay their employees bonuses, and give raises and promotions based on performance. They do this to create alignment of interests. But again, this is illegal for your advisor.

Here’s the point: Your advisor is not incentivized to make you money. Nor are they incentivized to prevent you from losing your money. They are incentivized to keep you just happy enough to not move your money away. One of my friends is a very successful advisor. His primary strategy was to construct portfolios such that he never received a client phone call. He said investors called mostly when their portfolios went down, and thus his main goal was to build portfolios that never dipped. This is not all bad—we have already learned that losses are more important than gains. But if he told his investors that he didn’t really care how much they made, just how much they lost, I’m sure most of them would be appalled and leave him. Clearly, their interests are not aligned.

When I first learned of this rule, I was astonished. Why would they codify such a gross misalignment of interests? But it does make sense. The authorities created this structure because they do not want advisors incentivized to take risks with their clients’ money.

Many argue this system is good. I would argue that it has good elements, but it is also flawed. It tends to make advisors more risk-averse than they should be and even disincentivizes them from making optimal risk-adjusted returns—the holy grail of smart investors.




TAKING CONTROL OF YOUR MONEY

I shared our story earlier about when we invited one hundred people to a free steak dinner and to learn about private alts. When they sought advice from their financial advisors, not a single one ended up moving forward.

Given what you now know about financial advisors, that probably doesn’t surprise you.


MINDSET SHIFT #4

Billionaires don’t outsource control of their money.



But really, the most surprising thing was that no one felt qualified to take control of their own finances. They chose to be passive, entrusting others with decisions about their money—others whose interests, as we’ve seen, aren’t aligned with theirs. Is that really a risk you’re willing to take with your financial future?

Would you outsource your career choices? Let someone choose your next job for you? Or decide your educational path? How about your relationships—would you outsource your choice of a spouse? Or your friendships? As we have shown, your financial choices are just as important as your career and your relationships. You need to be involved in them.

On the other hand, billionaires don’t outsource control of their money. They do hire professionals to help, but they also take the time to educate themselves—and they remain the “CEO” of their money. You should be the CEO of your finances too. Yes, get help, get advice, but above all, get smart yourself. Don’t let “investment professionals” tell you that it’s too complicated or difficult for you to understand. You can do it. No one cares about your money as much as you do—no one.

A fourth mindset shift is necessary: Take ownership of your money. That doesn’t mean you have to be an expert in everything, but it means you take the time to research, listen, learn, ask a lot of questions, and maybe even do your own calculations and spreadsheets. Because you are reading this book, you are probably already doing some of this—if so, congratulations!




FORGING YOUR OWN PATH

Clearly, then, the existing financial advisory infrastructure is not set up to help you with private alts. You may be warned off, cajoled, and you will nearly always be steered away from them. That is changing; every year more advisors embrace private alts, but it is still a small minority. Unless you have found one of these “unicorn” advisors who loves private alts, you will have little choice but to forge your own path.

In spite of these headwinds, the use of private alts among individual investors is rapidly growing—over 15 percent per year according to Preqin.3 These are the souls who are forging their own path. They are putting in the effort to learn and master private alts, just like the ultrawealthy. This is why this book is important. Research shows that two-thirds of people hire financial advisors for emotional reasons.4 Don’t be one of them—don’t be afraid to learn and take charge of your finances.

Advisors play an important role and can be incredibly helpful. As I said, I have one. But no one cares about your money as much as you do. Billionaires take lots of advice, but they don’t outsource control of their money—and neither should you.

Next, let’s examine the stock market—the smaller investor’s main investment game, but one which the ultrawealthy approach in a much more targeted way.
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