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Introduction

			The rich don’t just have a lot of money. They also know how to make it, spend it, save it, and share it in a way that turns money into wealth.

			This know-how does not come from elite expertise or secret wisdom. It’s not accessible to only the cleverest people, to Wall Street scions or mathematical geniuses who have figured out how to game the market. On the contrary, the methods for building wealth are simple and can be mastered by anyone.

			So many people—including high earners—stumble through life making the same mistakes that chip away at their portfolios (and, ultimately, their lifestyles). I myself had to learn the techniques of money management on my own. My parents, like many Americans, worked hard but understood little about saving and investment. My dad was a teamster who worked various jobs in the Chicago trucking industry, from foreman to forklift operator, and my mom, whose educational background was in special education, was a hospital administrator as well as an alderwoman in my hometown of Palos Hills, Illinois. They were diligent, dedicated, college-educated folk, and thanks to their strong work ethic and rock-solid values, my siblings and I enjoyed a comfortable middle-class life for the most part. We lacked luxuries, but we never went without. We had what we needed. We were happy. And to us kids, everything seemed okay.

			And yet, my parents did struggle at times. They saved little. Investment was an unfamiliar concept. They lacked a strong financial plan. A few unforeseeable misfortunes knocked them off track, and things got so bad that my parents went into bankruptcy. Our phone rang day and night from creditors badgering my father to pay his bills. During this period, my parents still made sure we had clothes on our backs and food on the table—they sheltered us from the physical and psychological brunt of bankruptcy—but I’ll never forget sitting in the next room listening to my dad plead with the bill collectors to give him time, to trust him that next month, he’d come up with the payment.

			Even as a child, I could sense the helplessness and hopelessness in his voice—that feeling of letting his family down, even though he was doing everything in his power to keep us healthy, happy, and well fed.

			Growing up, you don’t realize how much your parents sacrifice for you. As a bright kid who showed early academic promise, my parents wanted me to get the kind of education that our Chicagoland public schools couldn’t provide, so I studied at a Montessori school—oblivious, as kids so often are, of the vast expense of such an opportunity. And that educational leg up allowed me to skip a grade and get on the fast track to the path that later led to success as an adult.

			Years later, when I was around thirty, I was sitting across from my dad in a brightly lit diner, half-eaten plates of bacon and eggs and mugs of strong coffee between us. He was a little older but still had the same youthful spark and stoic strength in his eye. “Dad,” I asked, “how could you ever afford to send me to a private Montessori school? It must have cost a fortune.”

			He smiled. “It did. But I worked out a deal.”

			“A deal?” I thought of how the teamsters in Chicago were notoriously mobbed up during that era and for a second wondered about the unlikely notion that my old man had called in a favor to strong-arm the friendly administrators of the Montessori school.

			“I made an arrangement with the school: they’d let you study for a reduced rate, and I’d work as a janitor on the night shift. That was how we were able to send you there,” he said.

			I teared up. In fact, I was so moved that I had to get up from the table for a second and collect myself. I don’t think he saw his effort as heroic—he just did what had to be done so his son could get a boost in a competitive and sometimes unforgiving world. “Man,” I thought, “I owe this guy and my mom the world.”

			This conversation was still in the back of my mind a few months later, when I was shopping at Target one chilly November afternoon. A petite young woman with dark hair, olive skin, and Cuban features caught my eye. She was standing by the Icee machine, dispensing its sugary, frozen slush into a plastic cup. I’ve been a devotee of Icees (also known as Slurpees) since I was a kid, in any kind of weather.

			“I guess you’re as weird as I am,” I joked. “Eating Icees when it’s thirty-five degrees out.”

			She laughed and admitted that the cold didn’t repress her Icee predilection either. We got to chatting. Instantly, I was enamored by her big brown eyes and her radiant demeanor. I teased her about her choice of flavor (a mix of blueberry and cherry). I myself opted for the Coke flavor. And I knew I had to get her phone number.

			Fifteen years later, we’re still together. I still think Christina’s Icee flavor preferences are all wrong. But I love everything else about her.

			In 2008, Christina and I got married and started a family, a tumultuous process of emotional highs and lows as we struggled for a long time to have kids. We went through the whole wrenching process of fertility treatments, the heartbreak of multiple miscarriages.

			Finally, after so much disappointment and hope and trying and waiting, she gave birth to a beautiful baby girl we named Havana. But our daughter was born at twenty-six weeks—fourteen weeks premature. A fragile little girl, fighting for her life in the neonatal ICU, her one-and-a-half-pound body crisscrossed with plastic tubes and surrounded by beeping monitors.

			I was beginning to understand what my dad had been through: the boundless willpower that comes from parental love brushing up against the maddening sense of helplessness when faced with things over which we have no control, despite our burning desire to make everything right.

			And yet, Havana pulled through. It was a long ordeal, but it made us all stronger as a family. A few years later, we added twin boys to the mix. The experience of having kids gave me new perspective and made me think hard about my own life and role as a new father. I was eager to protect my family from any kind of hardship. I couldn’t control everything, but I could at least provide the kind of financial cushion that would ensure they would always be free of want, free of need, free of worry.

			The birth of my daughter coincided with another major life change. Around that time, I had just left Merrill Lynch to start my own business and was working hard to provide the best possible service for my first clients. But they were more interested in how Christina and Havana were doing.

			I was deeply moved by their empathy and inspired by the fact that they cared about me as a person, not just as the guy managing their money. And I knew I cared about them too. I vowed to always do the right thing for them. To help them build the life they dreamed of, and to do it ethically and with the client first in mind.

			Being a financial advisor and an entrepreneur, I saw, wasn’t just about expanding the bottom line or maximizing returns. It was about people. It was about providing the best possible life for my clients, my family, and everyone I cared about.

			This book will empower you to do the same, for you and yours.

			In Gain Big and Give Back, I will teach you that financial confidence is the result of applying basic know-how to your hard-earned dollars. The book is targeted primarily to baby boomers and retirees with a high net worth, but the lessons are applicable for anyone of any age and at any stage in their financial journey.

			In my work as a financial advisor and planner, I’ve seen people grow great fortunes just by following a remarkably simple system, saving and investing wisely, and planning ahead. I’ve also seen the opposite happen: people destroy their nest egg through bad decisions, lack of a plan, and other totally avoidable pitfalls. I’ve seen people with a seemingly inexhaustible portfolio squander it bit by bit until faced with the miserable prospect of a destitute retirement.

			I’ve spent the past twenty-plus years working at every level of the financial industry, from clerk at the Chicago Mercantile Exchange to sole owner and CEO of Greensboro, North Carolina–based Triad Financial Advisors, a twenty-employee investment advisory firm recognized by the Financial Times, Barron’s, and Forbes as one of the top financial advising firms in the US. Throughout my career, I have helped thousands of investors learn how to live a life of wealth and abundance.

			Some financial writers are just teachers focused on the theory, while others are advisors focused on the practice. I have experience doing both, as for much of my professional life, I’ve taught classes to those looking to brush up on their financial literacy and develop confidence in managing money.

			The problem for investors today is not lack of information. The problem is an overabundance of information, so much that it can make your head spin. Where do you turn for guidance? Who will help you separate the wheat from the chaff?

			It’s not enough to simply “hire an advisor,” because you just run into the same problem: there are countless advisors, but which one is the best one for you? Picking the wrong one can lead you down the wrong path, as unfortunately, some advisors are working more for their own benefit than that of their clients.

			The key is educating yourself in the simple secrets behind the following:

			
					Understanding the shortcomings of the financial advice industry (chapter 2)

					Creating a financial plan that works for you and your family (chapter 3)

					Leveraging the power of evidence-based investing (chapter 4)

					Earning a portfolio paycheck that’ll provide you income for the entirety of your retirement (chapter 5)

					Taking advantage of tax efficiencies that work for retirees (chapter 6)

					Determining your best options for healthcare (chapter 7)

					Making charitable giving an important and efficient part of your retirement planning (chapter 8)

					Having frank discussions with your family about financial matters (chapter 9)

					Understanding how hiring an advisor can benefit you and how to choose the right one (chapter 10)

			

			In my life, I’ve always sought to learn from millionaires and then share the knowledge with everyone else. If you want to retire with confidence, then you can start by reading this book, where you will learn the fundamentals of both gaining big and giving back.

			After all, many wealthy investors don’t just want to horde their gains. They also want to have conversations about charity, civic duty, and moral responsibility—financial planning guided by values, not just valuables.
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Chapter one

			
Is Managing Your Money Really That Complicated?

			Let me tell you about the time I got fired.

			Not from a job, but fired by a client. I had started working with Denise in 2005. She was making over two million dollars per year as a top mortgage executive, in a booming housing industry where people seemed to refinance their homes every year.

			Being in the right place in the right industry at the right time had made her successful, but she was also extremely hardworking, charismatic, and good with money. She was saving a lot into her 401(k), brokerage account, and a nonqualified deferred compensation plan. The nonqualified deferred compensation plan assets were 100 percent invested in her employer stock, but the company was strong, and housing, as everyone knows (or thought they knew) is the invincible backbone of the American economy. Even in the event of a downtown, she thought she’d be fine.

			She also purchased an amazing beach property for $1.4 million and was generally living a fast-paced life, jet-setting around the country and hobnobbing with the who’s who of Greensboro.

			I cautioned her about putting too many eggs in one basket—that is, her company stock. We always tell clients not to invest more than 5 to 10 percent of their portfolio in one company, especially if that company is responsible for providing your income and benefits. It’s dangerous to stake so much on one firm—no company, no matter how big, is invincible. I also counseled her that the beach home was not the savviest of investments. A vacation property or second home provides fun and joy but rarely works out financially.

			Then the subprime mortgage bubble popped in 2007, followed by a full-blown global financial meltdown in 2008. She was fired, but it probably didn’t matter much because her employer—the vaunted mortgage company that had made her rich—also bit the dust. (It would later be acquired for a fraction of what it was once worth.) Not only had she lost her job, but the shares of stock in her deferred compensation plan cratered, like most mortgage and bank stocks. And her new beach house was suddenly worth half its initial value.

			Then, she fired me.

			It was a humbling, gut-wrenching experience that made me feel horrible for a long time. To make matters worse, she replaced me with a broker who convinced her to dump her $1 million rollover IRA and $2 million brokerage account into annuities, assuring her that she would never lose money again because the annuities had guarantees. But he didn’t explain to her the many drawbacks of annuities. He took advantage of her crushed ego and sense of desperation to talk her into tying up a huge amount of capital in a less-than-favorable investment.

			A couple of years went by, and she called me to tell me that she wanted to work with me again. She was back on her feet, and the financial markets were making a strong comeback. Still hurt that she had ever fired me in the first place, I invited her to my office for a meeting. I was stunned to find out all of her assets were now invested in annuities with seven-year surrender penalties and 3.5 percent internal fees. The broker had made over $200,000 in commissions selling her the annuities—no wonder he was so sweet on them. She was “safe” in annuities, but her returns were dismal compared to the performance of the stock market. But their stiff surrender penalties made it unviable to liquidate them.

			Regardless, I took her back as a client, and we built a new financial plan from scratch. We focused on the future instead of the past, concentrating on building a diversified portfolio that she could tolerate in both good and bad markets and saving as much money as she could from her paycheck at her new job. We also touched on other critical aspects of planning that her former advisor never addressed, such as long-term care insurance, estate planning, and renting out the beach home that was still greatly underwater in value.

			Ultimately, we made it work, and I’m happy to say she’s doing well now and remains a loyal client. But it didn’t have to be this complicated!

			Keeping it simple—following a set of simple, proven steps to building wealth while preventing costly and avoidable errors—is the difference between spending your retirement having the life you’ve dreamed and merely dreaming about the life you could have had. 

			Why Is Most Investing So Complicated?

			It’s all too common to chase investment “opportunities” while ignoring financial fundamentals that in the long run would make you a millionaire. Investing doesn’t have to be complicated; in fact, it shouldn’t be. The more complicated it is, the more likely someone is making more money from your investment than you are.

			Too many people, especially as they start moving up in income, are enticed by financial pop and flash. They hear at a cocktail party or from their buddy on the golf course about some great real estate investment or some private equity venture (very high risk) or some up-and-coming tech stock. Or they’re seduced by intricate-sounding names of financial instruments that seem to grow ever more complex: structured notes, variable and indexed annuities, alternative investments, collateralized debt obligations. Yet more often than not, these things don’t lead anywhere, or their high fees will eat away at your profit.

			Follow the KISS approach: keep it simple, stupid. That means buy-and-hold investment in unflashy yet proven equities with low fees and an absence of bells and whistles. Avoid products that are expensive (e.g., annuities, which are often saddled with high and/or hidden fees) or highly speculative (e.g., hedge funds, high-risk stocks). Pursue mostly passive, value investing while minimizing trading, and don’t attempt to time the market, which is something a vanishingly small number of people can do consistently over the long term.

			Warren Buffett has popularized this kind of strategy, and the results speak for themselves: a famously unflashy self-made mogul with a net worth of around $87 billion, Buffett is one of the world’s richest men. And he built his empire by following the same simple, value-driven strategy of holding on to quality assets over a long time line.

			There’s a mountain of evidence backing the superiority of passive, buy-and-hold investment for long-term wealth generation. For one, capital markets tend to rise over time. Although periods of volatility and intermittent market crashes can decimate a portfolio, nearly 100 years of historical data tell us that markets always eventually recover from downturns. The law of averages works in your favor if you simply buy proven investments and hold them for decades.

			Consider these facts: in 2019, two-thirds of large-cap funds underperformed the S&P 500, according to S&P Dow Jones Indices’ SPIVA US Scorecard, which measures the performance of various actively traded fund categories (small-cap, large-cap, domestic, international, etc.) against a corresponding benchmark index fund. Most actively managed large-cap equity funds (71 percent) underperformed the S&P 500 for the tenth consecutive one-year period.

			In fact, 89 percent of large-cap equity funds underperformed the S&P 500 over the past decade, and it didn’t matter what the Federal Reserve was doing—the Fed was on hold from 2010 to 2015, it raised interest rates from 2015 to 2018, and it cut interest rates in 2019.

			Even more striking, over a fifteen-year period, around 90 percent of small-cap, mid-cap, and large-cap fund managers underperformed their respective benchmarks.1 And these are some of the smartest people on Wall Street.

			High-flying hedge funds—many of them run and staffed by financial wizards and mathematical geniuses—also struggle to beat the returns of a simple index fund that tracks the S&P 500 or Dow Jones Industrial Average. For example, from January 2009 to December 2018, hedge funds averaged a return of around 6 percent; meanwhile, the S&P 500 leaped by 15 percent annually.2 In 2019, a fantastic year for the market, hedge funds earned investors a comparatively measly 7 percent, trailing the market as a whole.3 If hedge funds can’t justify their high fees, can’t even beat a simple index fund, why bother with them?

			It’s just very hard to beat the market over time. Fortunately, you don’t have to try. While there are thousands of complicated ways to invest your money, there are only a handful of proven ways to grow wealth. Keep it simple, stupid! Sit back, relax, and let the markets do what they’ve done consistently for decades: make money from your money, without your active involvement.

			This is what I tell the classes I teach at universities and community colleges to preretirees and postretirees. This is the basis of my professional practice for over twenty years and the paradigm that has helped Triad Financial Advisors (TFA) rocket from a little-known upstart firm to a nationally recognized little-engine-that-could powerhouse in just a few short years.

			The Big Six

			The wealthiest Americans have grown their fortunes by understanding financial basics and following a set of fundamentals—what I describe as the big six approaches to wealth management, which this book will expound on:

			
					A financial plan—your most important wealth and confidence-building toolThis is number one for a reason: we make sure everybody has a financial plan in place before we start making investment recommendations. That plan addresses budgeting and expenses, investing, insurance, long-term care, estate planning, tax planning, benefits, and other matters critical to your long-term financial success. It also establishes a clear list of specific financial goals, which is the starting point for any lifetime wealth-building strategy.



					Evidence-based investingEvidence-based investment maximizes returns by pursuing a proven investment strategy backed by facts, reason, and historical data.

At TFA, Dimensional Fund Advisors makes up a big part of our approach to evidence-based investment. They’re one of the largest mutual fund companies in the world, but they’re not accessible to retail investors. You can purchase their funds only through a select group of advisors. But it’s a low-cost approach with solid returns that gives you the most bang for your buck.



					A portfolio paycheck: how you make income in retirementOne of the biggest sources of anxiety for retirees is how they’re going to live comfortably and manage expenses when they don’t have a paycheck coming in. Here, we find the right way to let you draw a “paycheck” from your portfolio without taking unnecessary risks that could jeopardize your lifelong savings.



					Taxes, and how efficiencies can benefit youTax law is confusing in the best of times; since the passage of the 2018 tax law and subsequent passage of the SECURE Act of 2019, more people than ever are uncertain about how the law applies to them and how to optimize their tax situation. I’ll teach you how to find hidden opportunities and avoid costly mistakes to be more tax efficient.



					Choosing the right healthcareTo live a healthy, happy life, you’ll need proper medical care at your disposal, but the fear of losing employer-provided health insurance is often a barrier to people who want to retire early. After retirement, the healthcare field can feel like an expensive, perplexing labyrinth of choices. Moreover, not being properly covered (or buying coverage with sky-high premiums) can wreck your savings.

I’ll advise you on how to navigate this challenging part of financial planning and tell you how you can qualify for health insurance subsidies and other benefits, even if you’re a millionaire.



					Charitable givingCommunity involvement is a big part of our philosophy at TFA and a powerful motivator for me personally. It’s a frequently neglected area of financial planning, but it’s important for one’s financial health and spiritual and emotional well-being. For those who are passionate about charitable giving, I’ll explain how to do it in a financially prudent, tax-efficient manner.

The means of building and maintaining vast wealth are not a secret. It’s available to everyone. It’s an approach I use in managing money for my own clients, many of whom have a net worth in the seven or eight figures. Learn this approach so that you can put your trust in advisors who do the same.



			

			Takeaways:

			
					Financial planning and investing are mutually dependent. Sound investment strategy depends on a thorough financial plan, and no plan is complete without addressing investment.

					So-called experts can’t beat the market, so why do you think you can? Avoid active trading of higher-risk, higher-cost investment products and stick to the basics: value investing in stalwart, low-fee funds that will make you rich over the long term.

					Slow and steady wins the race. And all that glitters is not gold. Clichés? Yes, definitely. But all clichés possess a kernel of truth, and these lessons apply to wealth building too. Just ask Warren Buffett. He eschews flash for frugality and has lived in the same modest house for fifty years, but he’s amassed $87 billion in a half century of prudent investing.
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Chapter two

			
All That Glitters 
Is Not Gold 

			The Dirty Secrets of the Financial Services Industry

			Building wealth is a lifelong project that should be undertaken with the counsel of an advisor. Proceeding without one is perilous. And working with a bad advisor might be even worse. Unfortunately, there are many poor advisors out there who work for themselves first and their clients second.

			Terrence and Barbara have been clients of mine for seven years. He’s a psychiatrist with a sharp mind and has excellent listening skills (comes with the territory!). She’s a retired school administrator with a good heart and an infectious energy.

			We first met when they attended one of my seminars at a community college; after the seminar, they signed up as clients. Before that, they had been working with both an advisor and a CPA, but the seminar made them realize they needed some additional professional guidance to sort out their messy financial picture.

			We sat down together, and I took a look under the hood. What I saw there was a case study in the danger of getting advice from the wrong people.

			
					As a self-employed psychiatrist, Terrence was making only $6,000 in annual traditional IRA contributions instead of using a SEP-IRA plan that would allow him to contribute over $50,000 a year. His income was over $220,000, and a SEP-IRA is a much better vehicle than a traditional IRA since he didn’t have access to a group 401(k) plan and was willing and able to contribute much more to savings. In addition, he could make $6,000 a year (today it’s $7,000 per year) spousal IRA contributions even though his wife didn’t have employment income at this time.

					He didn’t think he needed to apply for Medicare since he was still working. But you still need to apply for Part A and defer the other Medicare coverage. Unfortunately, he’ll be hit with a 10 percent penalty for every year beyond sixty-five he didn’t enroll. The penalty never goes away, and he’ll be paying the higher premiums for the rest of his life. Fortunately, we got him enrolled immediately to avoid an even costlier penalty.

					They had way too much—about half a million dollars—sitting in a checking/savings account earning less than 0.25 percent interest. We decided on a lower checking/savings amount that would still provide enough liquid cash reserves to make Barbara feel comfortable, and we invested the rest in an appropriate portfolio of diversified, low-cost mutual funds that would generate a much better return than a quarter of a percent.

					Terrence had expensive annuities within an IRA. While I’m rarely an advocate for annuities, I especially don’t like them for IRAs. It typically doesn’t make sense because you already have tax-deferral in an IRA. We were able to transfer these IRA annuities into regular IRAs and reduce his cost by 2.7 percent per year, while also providing a much better selection of investment choices.

					One of Barbara and Terrence’s stated priorities was creating a college fund for their six young grandchildren, yet they were saving for this future expense in a regular checking account. We opened 529 education savings plans, which have special tax advantages.

					They also wanted to make sure their children wouldn’t be obligated to take care of them as they aged, but they had inadequate long-term care insurance. We were able to identify a cost-effective long-term care strategy and refer them to a qualified long-term care insurance professional.

					We also worked with their new CPA to ensure things like SEP-IRA contributions were being included and also established a donor-advised fund with highly appreciated stock to carry out their philanthropic intentions and reap better tax savings.

					Finally, we collaborated with an estate attorney to get their legal documents updated and in good order.

			

			Despite having both an advisor and a CPA, none of these things had ever been discussed until they sat down with me. Ultimately, we’ve netted this couple several hundred thousand dollars over the past several years by reducing expenses, penalties, and taxes and investing according to a low-cost, evidence-based approach.

			Heed this warning, because it can save you and your family millions: just because someone has “Financial Advisor” on their business card does not necessarily mean they know a lot about either finance or advising. The industry has many consummate professionals who work hard for their clients, but swimming among them there are sharks, charlatans, and crooks, as well as those who simply aren’t qualified to manage and grow large portfolios.

			What You Don’t Know Can Kill Your Portfolio

			In life, the path we end up on is rarely the one on which we first set out. Before I became an advisor, my dream was to be a professional baseball player. I had played ball throughout my youth and was good enough to earn a scholarship to the Illinois Institute of Technology (IIT), where I played as a pitcher.

			As any serious athlete knows, your chosen sport isn’t just a game; it’s a way of life. It becomes your identity. And you learn that, notwithstanding the role of genetically induced “natural talent,” you’re only as good as the effort you put in to being the best. Ultimately, you’re judged on little other than your on-field performance.

			In this respect, athletics is a true meritocracy: the winnings are there for the taking, but only if you’re willing to work harder than your opponent. So you throw yourself headlong into getting better, practicing night and day, lifting weights until your muscles cry out, doing cardio until your body can’t move another inch, eating well and practicing discipline at the dinner table even though there’s nothing you’d like more right now than another slice of pie. For athletes, sometimes the mental and physical exhaustion feels like it will break you, but what keeps you going is the will to do better, to be better. And come game day, the effort you’ve expended will hopefully pay dividends.

			Unfortunately, I learned, the wealth management industry doesn’t work the way things do on the diamond. There isn’t a level playing field where everyone plays by the same rules and where natural talent crystallizes with hard work and sheer will to produce success. Nor is talent recognized or rewarded equitably. In fact, the “best” advisors—meaning, those who reap the most benefits for their clients—are often compensated less than their sales-driven peers, who are judged by how much money they bring in to the firm (not to the client). If that seems like an odd disconnect, well, it is. But often, what is profitable for the brokerage is not so advantageous for the investor. The industry is structurally flawed because in many cases it incentivizes questionable behavior, and it’s flawed on the individual level because many advisors themselves are, frankly, subpar.
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