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			Introduction

			Ron Wayne probably wishes he had known sooner. Wayne is the little-known “third cofounder” of Apple, joining Steve Jobs and Steve Wozniak in the company’s inception in the mid-1970s. Jobs and Wozniak were young (and broke) tech whizzes, and Wayne agreed to lend a hand with his personal assets and engineering assistance in exchange for 10% ownership. Everything appeared great on the outset, but Wayne feared future financial responsibility if the start-up company fizzled out. He took his name off the contract after just twelve days and sold his shares back to his partners for $800. As I write this book, Apple has reached a new all-time high and is worth around $2 trillion. So, a 10% stake today would be close to $200 billion.

			Wayne’s story is a case of foresight versus hindsight. It’s always easy to say what you should have done after the fact. After all, hindsight is 20/20. Foresight, however, makes all the difference. Had Wayne known his stake in an upstart little company would turn into billions, he likely would have made different decisions and led a markedly different life. Unfortunately, he didn’t have that knowledge and instead ended up with a big regret.

			Wayne’s story can teach us a lot about money: foresight is better than hindsight. Some people will tell you time is the most powerful weapon for reaching your goals, but I was able to build my business in five years by making better choices than most. I believe creative strategies are just as important as time, if not more so. I didn’t want to wait thirty years to reach my goals, and I’m guessing you don’t either. It’s better to learn sound financial foresight today than to have 20/20 hindsight tomorrow.

			The world of finance is complicated, and you are part of it whether you like it or not. Many people play from behind and feel the system is against them, while others learn the basic rules and achieve financial security late in life. However, some people learn the system and creative strategies to tip the odds in their favor. This book will share with you longstanding principles you need to know to achieve financial success, but more important, it will teach you that you don’t have to settle for generic financial strategies.

			I learned early on that generic wouldn’t cut it. I grew up in a one-stoplight town in Oregon with a graduating high school class of around one hundred. There was a cow pasture next to the baseball field, and I bucked hay in the summer. Multiple father figures entered and exited my life, which led to a lot of moving and constant change. Money was tight all the time, and I thought that was just the way things were. I developed a mindset that good things don’t happen to people like us. My financial goals were to make enough money someday that I could fill up my gas tank and check out at the grocery store without stress.

			We worked hard but couldn’t seem to get ahead. My mom raised four kids essentially on her own. We helped when we could, but it was a daily battle. To me as a child, the world of money seemed like a boxing match, and not one you could ever truly win. Each month, you would step in the ring with Mike Tyson and hope to make it to the next round still breathing. As I grew older and more aware, I noticed that some people had achieved financial success and peace of mind. What did they know that we didn’t? They certainly did not work harder than we did. I decided to learn more about the world of finance and figure out why some had learned how to succeed while many others had not. I asked questions and interviewed successful people to learn about their mindset toward money and how they had achieved a higher level of financial success. I discovered that most didn’t work harder than my family; they worked smarter. They learned lessons earlier than most and avoided “wish I knew that sooner” moments much more often.

			I studied finance and economics in college to learn as much as I could about financial systems and how to make money work for me. My driving motivation was my mom and three sisters. I had watched our family struggle for many years and believed I had the power to do something about it. The first obstacle was to convince myself that a kid with an attitude problem from a small town and a broken home was capable and even worthy of financial success. Fortunately, the more people I met, the more I realized others had overcome much larger obstacles than I had and found financial success. So now that I knew it was possible, the hard work began. I had to learn how to do it.

			I studied harder and talked to more people. I learned about necessary and established financial principles, but while my confidence rose, I was also disheartened. Many people shared some great financial nuggets but followed them up by saying if I did those things for the next thirty years, I could eventually retire and live comfortably. I couldn’t wait that long! I wanted to help my mom and sisters now, and I wanted to experience financial security and give back while I was young.

			After working as a financial advisor for a few years, I decided to start my own firm at the age of twenty-five. I learned that much of the financial industry focused on selling products as opposed to giving unbiased advice. It made sense. Financial professionals must earn a living like everyone else, so they try to find a product that will pay them while also solving a problem for the client. But I didn’t want to be a salesperson. I committed to building a company that would consult clients on wise financial decisions whether it paid us or not. My mission was to bring creativity back to the financial industry and help as many people as possible avoid the financial regrets that come from wishing they would have known sooner. I studied relentlessly and ground my way into the upper ranks of the financial industry to challenge the status quo of financial planning.

			At age twenty-eight, I earned a seat on my organization’s chairman’s council, which included the top 2% of advisors across the country. At age thirty, I made the “40 under 40 list,” InvestmentNews’s top forty financial advisors in the country under age forty. I have also coached hundreds of other advisors on how they can create a business that focuses on unbiased, creative financial advice.

			My team, Legacy, is in the business of creative financial strategies. Our clients hold true to enduring principals, but we take it to the next level. I have advised thousands of people and hundreds of businesses over the years, and the feedback we hear most is “I wish I knew that sooner.”

			My mission is to give you a peek into our playbook. I will open your mind to strategies that only a small percentage of people know about and utilize to supercharge their financial plans.

			The Missing Piece: The Right Information at the Right Time

			Everyone has the desire for financial success, so why is it such an elusive goal? Why can’t people just set a goal to be wealthy? Part of the problem is that you first need to have the financial means to plan and save, and then you need to have the information necessary to respond at every twist and turn in the market. It requires a perfect storm of means and a plan, and the knowledge. It requires many pieces of the puzzle lining up at the right time. As a result, many people do nothing. The leading cause of wishing you had known that sooner is not having a plan and just hoping it all works out.

			Financial success requires desire, means, and accurate information at the time you need it. I wrote this book to give you information that will make you think, alter decisions, and create a brighter financial future. But it’s going to take more than a financial advisor hitting a magic button to meet all your monetary goals. If only it were that easy. Just as professional poker players can’t control the cards they’re dealt, nobody, including financial advisors, can control the markets. However, professional poker players do have an edge over average players, but it’s not because of predictions, emotions, or hope. Instead, they make better decisions than others based on the cards they’re holding. They know strategies that tip the odds in their favor and lead to much better results. They also have a much clearer view of the big picture and know most people play using the wrong strategies. The pros are willing to fold a decent hand when the odds are too great for a big loss. They know it’s a long-run game, and results will come over time. They also know when to go all in.

			Financial strategies work the same way. People often find their investments didn’t perform as expected, college for their kids is more expensive than planned, Social Security isn’t paying as much as they hoped, incomes are lower, and budgets are over. There’s nothing you can do about it, but you can alter your strategies, assuming you know what to do. Some choices are good, some bad, and others are just plain awful. Unfortunately, the bad choices are often those that seem to make the most sense when your emotions are in control. However, wise financial choices, not emotions, are what make money. Wishing you had known sooner isn’t a wise choice, and once you realize that regret, it may be too late.

			As a financial advisor, I find nothing more painful than discovering a new client’s financial picture would be far brighter had they taken different steps years earlier. It might be something as simple as checking off a different box on a Social Security document, using a Roth IRA (individual retirement account) over a traditional IRA, or using home equity to pay off high-interest-rate debt. If you’re saving for retirement, the choices you make today can amount to making—or missing—millions of dollars. 

			If you’re looking for ways to improve your financial future, you need to learn certain strategies for achieving financial success and eliminating financial regrets. And you need to learn them now—not wish you had known them sooner.

			We all know that to be a great athlete you must train hard, eat well, and develop your confidence. But how do great athletes beat the rest? Consider the level of talent at the Ironman triathlon competitions. Every athlete there is at an otherworldly fitness level, and all worked incredibly hard to get there. But the best know more than the rest. They know how to transition faster from the swim to the bike to shave precious seconds off their time. They know when and what type of food to eat during the race, what gear to use, even how to sleep to glean their bodies’ maximum performance.

			The most successful competitors don’t simply follow an “average” training regimen and hope it works out on race day. The same is true with financial strategies. Most people will not argue that basic financial principles will help you be successful, but few people are familiar with strategies that will separate you from the pack. When it comes to your financial race, you only get one shot, and the stakes are too high to wish you had known sooner.

			If you want to get better faster, you need to fix things you’re doing wrong, not praise what you’re doing right. Take the path of most resistance. Make a vow to lean into the discomfort and do the hard stuff. It might require making big changes, but a life goal is something worth doing.

			What continues driving me today is the understanding that good decisions and intentional planning not only make my life better but give me the ability to change the lives of those I care about. Taking care of yourself is motivating, but people tend to quit on themselves when they get comfortable, while falling far short of their full potential. What could you do for your community or your family if your income doubled tomorrow or your financial decisions resulted in more money than you need in retirement?

			We all have regrets. The key is realizing it doesn’t have to happen again, and you can leverage regrets into a huge positive. Reflect back to the compounding effect of “wish I knew sooner.” If you had made x decision one year earlier, what difference would that have made? Let’s say you invested wisely for thirty years between the ages of thirty-five and sixty-five; an extra year of compounding makes a huge difference. That’s a big deal and can be the difference between retiring five years early, putting your kids through college, or buying that dream home.

			Imagine a circle that represents all the knowledge you need to achieve all your financial goals. Now, draw a smaller circle within that circle that represents the knowledge you have now. Everyone’s circle should be fairly small, and the point is, there is knowledge that you currently don’t have that is available to you, that you need to achieve your financial goals. So go get it!

			If I told you I knew something that would make you $10 million, what could stand in your way from finding it? You would probably go to great lengths and do things you would have never done before. What is stopping you now? This book will help you understand there is a lot you don’t know, but that information is necessary to make better financial decisions.

			You are capable of far more than you know, and the stakes are too high for you not to act. The effects of dwelling on “would have, could have” can be much more detrimental than you think, and the longer you wait, the worse it might become. I urge you to not take this lightly. Doing so will almost guarantee you’ll look back on your life and think, “I wish I knew that sooner.”

			In the chapters to come, I will show you powerful financial principles and introduce you to the creative side of financial planning.

			You are not alone when you have the feeling of wishing you had understood finance sooner. I’ve worked with small business owners, millionaires, and billionaires who share that sentiment. Now I’m going to teach you to ask better questions and be more aware, so you can make better decisions.

			Let’s start by looking at the mindset of money. Changing your financial future really does start right there.

			
Chapter 1

			
YOLO Balance: Mindset of Money

			At age eighteen, John D. Rockefeller had no money. One day, he found an apple lying in the street. He polished it and sold it for fifty cents to a man walking down the road. John took that money, bought two apples for twenty-five cents each, and resold them for one dollar to another man standing on the curb. With that dollar, he bought four more apples and resold them to yet another man for two dollars. At age nineteen, he inherited millions of dollars from his grandmother.

			Okay, sorry, it’s not a true story but an old finance joke that shows how many millionaires and billionaires actually made their money. Unfortunately for the rest of us, it’s not the common road to riches. So unless you have an ultra-rich relative, you must consider the second-best way of gaining wealth—saving and investing. No matter what your financial plans may be, whether saving for a home, sending kids to college, or securing a comfortable retirement, all financial plans begin with savings. There’s just no way around the math—you can’t save money you don’t have. To get cash out, you must put cash in, even if it means having to polish a few apples.

			Instead, people say they’ll wait until the “time is right.” Well, what does that mean? When you have tons of cash lying around, no expenses, and the kids have graduated from college? If you have those kinds of money “troubles,” you wouldn’t need to invest. Don’t make the mistake of waiting for money to appear. If you’re waiting for the right time to begin retirement planning, you’re just planning to work longer. Today is the day to begin. It’s uncomfortable, but remember, if you press into it, that’s when the best things happen.

			When it comes to investing, time is your best friend, so the sooner the dollars go to work, the more money you’ll have in the future. However, your mindset can be one of the biggest challenges. It’s hard to live for tomorrow and all too easy to live for today. To change your future, you must change your thinking.

			You Only Live Once

			Many people live by the YOLO rule—You Only Live Once. They’ll say, “You can’t take it with you, so you might as well enjoy it today.” They’d rather buy the latest Lexus lined with Louis Vuitton seat covers than put money into an investment that will brighten their future. The YOLO lifestyle is easy to fall into, especially with key offenders urging you to buy today. I’m not going to mention any names, but they rhyme with Mastercard and Visa. Take a look at the message behind some of their slogans:

			
					It’s your window to the things you want.

					Today’s way to pay.

					More living. Fewer limits.

					Make life simple.

			

			Americans are experts at spending, and it’s one of the reasons why we barely make the top hundred countries ranked by savings rates. It’s much easier to live by YOLO because you get immediate satisfaction. After all, you only live once.

			Some people’s YOLO lifestyle is fueled by concern with what others think, so they spend money on what marketing companies call conspicuous income—spending so that everyone else can see you’ve got money. Too many times, however, we’re not buying the things we need, and sometimes not even the things we want, but instead, the things everybody else thinks we need.

			If you want to live by YOLO, that’s a personal choice, and I’m not going to say it’s wrong. However, it does come with a warning: Don’t expect the lottery to bail you out, don’t hope that a rich grandmother will leave you a windfall, don’t expect to make a fortune selling apples.

			Social Security won’t provide all your income needs either. Social Security was never intended to be a retirement plan, but instead, only a supplement. However, even those benefits are dwindling. In 2019, the administration reported that if nothing is done, starting in 2034, it will only be able to pay out 77% of promised benefits. The reality is the program’s small role is getting even smaller. It may be social, but it’s far from secure. Another concerning trend is bankruptcies in older age groups. A study by the Consumer Bankruptcy Project found that the number of people sixty-five and over filing for bankruptcy grew nearly 204% from 1991 to 2016, and the percentage of seniors among all US bankruptcy filers increased by nearly five times over the same period.1 So what can you rely on? You can’t treat your financial plans like an autonomous Tesla, put them on autopilot, and fall asleep. You must rely on you.

			It Begins with You

			A change in your financial future begins with a change in your spending. If you have big financial plans, you must ditch the YOLO philosophy. It may be true that you only live once, but it’s also true you can’t spend the same dollar twice. Again, the math is inescapable: Money spent today can’t be spent tomorrow. If you want more money in the future, you must spend less today.

			While financial concepts and investment strategies matter, you are the biggest key to your success. Big financial plans usually entail long-term commitments, and knowledge of all the financial strategies in the world will do nothing unless you’re willing to use them—and follow through with the plans.

			While investing begins with you, it can also end with you. Unfortunately, for many people, events in their lives prevent them from getting started. They feel financially stuck. They can’t find the money to invest each month and wouldn’t know how to invest it even if they did. It’s easier to just do nothing. Instead, they hope that one day, things will change. Hope is never a good strategy. Deciding to do nothing is worse.

			If you’ve made bad financial decisions in the past, that’s okay. They’re your lessons. Let the future be your motivation. The present is your gift, and today is the day to make changes. Whether you’re saving for a home, kids’ college, retirement, or just a rainy day, you need to understand that every dollar you spend today reduces the amount you’ll have in the future. If you want to save for the future, you can’t spend like there’s no tomorrow.

			YOLO Balance

			A key to good financial decisions is striking a life balance. Some investing books go to extremes and suggest living like a hermit and socking away every last dime so you can die wealthy. The better approach to investing—like anything else—is with balance. You can spend money on yourself, but there are smart ways and not-so-smart ways. Going on vacation may be an investment in yourself if it fuels you to be more productive. Buying a rental property in your favorite vacation spot is another example. Even buying and reading this book is an investment of money and time in yourself. All these decisions provide personal benefits but also create future wealth. Spending money on yourself isn’t a bad thing, but always be sure to get something out of the deal. If you do, it can be money well spent.

			While it’s important to enjoy life now, you still must plan for your future, because the odds are dramatically in your favor to live into your seventies, and those odds are improving every year. For example, people in their thirties and forties today have nearly a 90% chance to live another thirty or more years. So why spend money and plan like you won’t be around to enjoy it?

			We need to enjoy our lives, and the ultimate goal isn’t retirement, but rather financial freedom and independence. Whether you reach that at age forty, fifty-five, or sixty-five is up to you.

			Let’s put this into a different context. If I told you a particular investment had a 90% chance to turn $100 into $1,000,000 but a 10% chance of failure, how comfortable would you be with that bet? And how many $100 investments would you be willing to make?

			The risk of missing out on a short-term $100 enjoyment is far outweighed by the future upside. “Wish I knew that sooner” financial moments are born of scenarios like this. Should you upgrade your car or TV again since it has been a few years, or should you first focus on funding your 401(k), Roth IRA, or paying down debt? Those small incremental decisions today make all the difference in your financial future.

			I’ve always believed in investing in ourselves. Investing doesn’t always mean buying stocks, bonds, or mutual funds. Your greatest asset is always your ability to make additional income or create new income. Choose to invest in yourself as well. Study new ways to think and create wealth, take online classes, attend seminars, or invest in a new business. My firm has many clients that invest little in the stock market because they’ve learned to invest in new businesses or real estate.

			I follow the same mantra. Some of the best investments I ever made were not in the stock market or real estate. Instead, I made choices that would influence my future in a positive light:

			
					I paid $1,400 for a two-day intensive speaking course, which challenged me, made me a better speaker, and made me realize I’m capable of more than I thought I was capable of. It changed the course of my consulting and coaching career.

					I also paid $5,000 to take a Certified Financial Planner course, which dramatically increased my knowledge and confidence for starting my business. It’s been responsible for a large portion of my income for the past eight years.

					A few years ago, I paid $900 to attend an industry conference that planted a seed that turned into a new revenue stream, increasing my company’s revenue by more than 40%. Could I have invested this money in the stock market? Of course, but I doubt it would have paid the same dividends.

			

			Just as many people fund their 401(k), Roth IRA, or make their mortgage payment each month, you should constantly invest in your future by investing in yourself. Find YOLO balance and enjoy life’s little moments now, but beware of YOLO’s mischievous sidekick, FOMO—Fear of Missing Out. It can be a formidable decision-making obstacle, and you must understand that an expense creates a short-term benefit but consumes value over time. Buying a new TV isn’t the same as buying a new computer for the same money. You may have different reasons for buying things, just be sure YOLO isn’t one of them.

			Needs versus Wants

			Financial success is about discipline. You must develop a different mindset, and one of the most powerful is to question whether any purchase is a need or a want. It sounds trivial, but it’s one of the most important steps for building a solid financial future. For most people, daily purchases are insignificant, so they’re never questioned. If they are questioned, credit cards have the answer. We rarely say no to most purchases. If we want it, we buy it.

			Spending today, however, means it’s money you can’t spend in the future. Rather than spending money today, just because you can afford it, ask if it’s something you can live without. Is it a need or a want? Recognizing you could delay a purchase helps you realize it’s more of a want than a need because there’s no urgency to have it. Life will go on just fine without it.

			Here are a couple of good reality checks. First, ask if a purchase will solve a problem. How will it make you better off? If you can’t pinpoint a problem it’s solving, then question the purchase.

			On the other hand, if it’s glaringly obvious that it’s going to solve an important problem, save money, save time, or make you more productive with your job, it’s probably a need. For instance, perhaps you’re considering a new computer. If your job requires you to crank out a lot of production, but your current system is too slow, you could argue that it’s a need. You can put your finger on the problem it’s going to solve; you can see there would be a significant benefit.

			Conversely, if you’re buying it just because it’s the newest technology and would be cool to have or just because it’s on sale at a great price, that’s a different story. Keep this distinction in mind, and you’ll find that most things you’re thinking of buying aren’t really needs. If you can at least train yourself to do this small check, it greatly helps with all purchases—and therefore your financial future. Remember, you can’t spend the same dollar twice.

			A second test is to ask yourself what’s going to change, and then see if it’s worth the price. For instance, you may walk into a store on Black Friday and see a $2,000 television marked down to $1,500. If you feel you must buy it because you’re saving so much money, ask what’s going to change?

			If you have a television sitting in the living room today but make the purchase anyway, you’ll still have a television sitting in the same spot tomorrow. Nothing really changed, other than perhaps the screen size or technology. Don’t look at it as though you’re saving $500; ask if these minor changes are worth spending $1,500. That’s all that’s changing, so that’s what the decision boils down to. Or maybe you found a new Louis Vuitton purse for $3,000. It’s the newest model, it’s flashy, it’s beautiful—and you must have it. And why not? You only live once. Well, before you whip out the Mastercard to give you more living with lower credit limits, ask what’s going to change? You have a purse now, and you’ll have one after. The only thing that’ll change is perhaps the color or size. It’s not a question of whether you can afford it. Instead, ask if it’ll be worth spending $3,000 to gain an insignificant benefit when that same money would create an enormous benefit in the future. Change your mindset to question every purchase to see if it’s a need or want. Different perspectives lead to different decisions, but they must be made, because you can’t spend the same dollar twice.

			The Five-Day Rule

			One way to rein in errant spending is to adopt the Five-Day Rule. We have all made emotional purchases and would admit to spending money on things we know we don’t need. I’m not here to tell you to give up expensive coffee, nice vacations, and eating out in pursuit of saving a million dollars by age sixty. But I do want to help you understand the true cost of the YOLO approach toward money. 

			Think of nonessential purchases as those that just improve upon something you already have or are a luxury version of an essential item. Before making a nonessential or impulse purchase, wait at least five days. This rule does not tell you that you can’t buy those items, but it does give your mind a little extra time to calculate the true cost and feel more confident about whether the item is a need or a want.

			Using the Five-Day Rule can make a significant impact on your spending. Research commissioned by Ladder and conducted by OnePoll2 shows the average American spends approximately $1,500 per month on nonessential items, or $18,000 per year. A supporting study shows about $5,400 of that are impulse buys. Imagine if you reduced nonessential spending by 40% per year. With these figures, you’d save about $7,200 per year. What could you do with that money?

			In less than three years’ time, you could save a down payment to purchase a $200,000 piece of real estate. Let’s assume that property generates $1,200 per month in rent, and your monthly mortgage payment is $900. Assuming a thirty-year mortgage, in thirty years, you will have a paid-off property that even in a slow market could increase in value to $400,000. In addition to the $400,000 from the sale of the home in thirty years, you collected a minimum of $108,000 in excess rent. Reducing nonessential spending by 40% for just three years turned it into more than $500,000 in your pocket.

			Invest $7,200 each year for four years, assuming a 9% return (slightly below the long-term average); then, let it sit for twenty years. It nets $185,000.

			You could also use the funds to start a new business with the potential for an enormously profitable future. RxBar, for instance, was started with a $10,000 investment and later sold for $600 million.

			Saving the additional income per year is the first step. Making the money work for you is a totally different story. Many people do not have the experience or desire to develop, implement, and monitor financial strategies like this on their own. They don’t start saving or planning because they don’t know where to begin. The good news is you don’t have to. My team can help you navigate the information and put a plan into action, avoid regrets in your life, and make better financial decisions. If you think incrementally, you’ll realize just how expensive errant spending can be.

			Be Careful of Investing Time

			I met a client once who owned bank stock for years and years. What started as a local bank was bought multiple times until it was part of Wachovia. This client had a majority of her wealth in Wachovia stock and would not diversify out of it because it had done so well for her for so long. She had a loyalty to the stock, but the company did not share that loyalty. Wachovia later went bankrupt, and this client lost over $10 million. Just because you don’t buy something or you decide to sell it does not make that investment bad; it just means it is best for your situation to part ways at that particular time.

			This woman invested so much time into this investment, she felt she couldn’t back out. If you decide it’s not going to solve a problem and isn’t worth the money for the small changes it’ll make, stop investing time. If you’re on the fence about a decision, it’s an immediate indication that it’s a want, not a need. Still, it’s tempting to go back to the store or the website and look at it over and over, day after day, again and again. Each trip, you’re trying to resolve the issue of whether or not to buy. The problem with spending so much time is that it becomes a mental “cost,” and the more time you invest, the more likely you are to buy it. If you don’t buy it, you’ll feel as if you “wasted” all that time, so it only makes sense to buy it.

			This mental accounting trap is a trick car salespeople use by trying to get you to invest a lot of time with them. If you walk on the lot, ask a couple of questions, and leave, it’s easy to forget about your quick stop and never give it a second thought. But if they can get you to spend a lot of time there, it’s harder and harder to walk away from a new set of wheels. If they can get you to spend hours there, walking, talking, and looking, they’re swinging the odds in their favor. So once you decide something isn’t a need, drop it. Don’t spend time on things you originally determined weren’t worth your time.

			The same holds true for simply waiting in line. Georgetown University studied the scenario of sunk costs—the cost of something that already happened that you can’t get back.3 The study specifically looked at the impulse to purchase something after spending an inordinate length of time waiting in line. It might not be what you came for, but you buy something anyway, in a sort of retail spite, to make up for standing there so long.

			You can’t gain and apply knowledge once time has passed. Remember, you only live once, so don’t miss the chance to invest in yourself. Doing so significantly boosts your ability to make better financial choices. On the other hand, failing to challenge yourself and learn more is one of the major influencers of “wish I knew that sooner” moments. Time is one of your greatest assets. Don’t waste it. The health of your future self and those you care about depend on it.

			Now that we’ve looked at mindset, I want to share some fundamentals, but only the ones that work for my clients, colleagues, and me. You’re going to hear a lot from various “experts” about financial fundamentals, but the good news is, there are some basic truths that are undebatable. In fact, I’ve found that if people try to debate the validity of these truths, they usually have something to sell you.

			Chapter 1 Summary

			
					
Make sure you apply YOLO the right way. You only live once, so do your future self a favor and take control of your finances now.

					
Understand the difference between a need and a want. That’s fundamental to successful financial planning. Train your mind to run quick math to understand the true cost of “wants” before you buy them. 

					
Use the Five-Day Rule, a great tool to help retrain your mind and reduce the lifetime cost of impulse purchases. 

					
Remember sunk costs, and do not let time invested into a decision determine the outcome. You should always evaluate financial decisions with a clean slate. 

			

			
Chapter 2

			
Undebatable Fundamentals

			The first time I went to Disney World, we didn’t plan it very well and just hoped things would work out. We ended up standing in line for hours while people who had planned ahead and had the right strategies took the fast-pass line and waited for only ten minutes. As I learned in that situation, the right strategies fast-track your success. And I believe the following fundamentals are essential for anyone to achieve financial success.

			Nothing Is Easy

			Nobody wants to say they’re the master at stuff anyone can do. The world thrives on competition, and if there’s one arena that’s bombarded with contestants, it’s investing. It’s the one field that absolutely will touch you at some point in your life. However, you ultimately dictate the success. The best coaches in the world can’t produce a successful athlete if that person doesn’t want to put in the work. You can lead a horse to water, and well, you know the rest. So the first thing to realize is that successful investing is all about you. A financial mentor can work wonders; however, it doesn’t work the other way around. Don’t expect to hire a financial planner who can hit the “magic button” and flood your account with money. They’re financial planners, not the Federal Reserve.

			Of all the moving parts involved with investing, you’re the only irreplaceable piece of the puzzle. Think about that before you get started. Is it really what you want to do? I’m not talking about for the next thirty days or even the next two or three. That’s about the extent of most people’s attention span for investing, and if they haven’t been able to retire in five years at the age of thirty, they figure investing just doesn’t work. No one looks back on their life and wishes they had tried less, slept longer, played more video games, or known about the fundamentals of investing ten years later. Start with the proper mindset: Nothing is easy. That is, nothing is easy if it’s worth doing. The goal is to get in the fast-pass line.

			Stay Focused

			Investing requires consistency. However, consistency comes in many forms. New investors often think consistency means you must pick winning stocks far more often than not. Instead, people need to make good decisions more often than not, and it is not about stock picking. It is about consistent good decisions and strategies. A good plan will help you gain financial independence whether you own Apple stock, Netflix, or only invest in real estate.

			You must also be consistent in your decisions. A lot of financial plans can work, but few will result in success if you’re constantly changing the plan. If you’re committed to a financially successful future and retirement, you must have consistency in some part of the plan. This is where financial planners can be worth their weight in gold, because they can help you see financial goals through unbiased eyes. Just as an attorney who represents himself has a fool for a client, investors who try to go about the long, hard road alone face much bigger challenges than necessary. It’s not necessarily because you can’t create a plan or pick stocks, but it’s because you’re likely not to stay consistent.

			Fundamentals Matter More

			For any endeavor, there’s a difference between fundamentals and style. Fundamentals are those things that are absolutely essential for success. They’re common to all. Styles, on the other hand, are techniques that people adopt to make fundamentals more comfortable. Take a look at pro golfers, for instance. On one hand, every player’s swing looks a lot like the others. Head down, steady swing, weight transfer through the ball, and so on. Those are the fundamentals.

			At the same time, none of them look exactly alike. Those are style differences, and they’re just things that allow players to be more consistent in carrying out the fundamentals. Investing is the same way. Some people may be more comfortable investing in an S&P 500 index fund while other may wish to use the Nasdaq 100. Others may wish to select their own stocks. Those are style differences, and all investors could do equally well. So the first fundamental idea is to realize there are a million ways to approach investing—different styles—and that’s one of the reasons it can seem so overwhelming. But the styles aren’t what matter most. To be successful with investing, you must focus on the fundamentals, and that’s what I’ll be showing you later in the book. Good financial planners, however, will help you settle on a style that fits your personality and risk tolerances. A good investing style makes the long, hard road much easier. It makes fundamentals more comfortable, and that means better consistency.

			Avoid Never-Ending Spending

			It should go without saying, but if you’re going to invest money, you must have money to invest. And that means you can’t spend more than you make. It’s painfully obvious, so why is it taking up space in an investing book?

			Because it’s one of the most consistent problems among investors. It’s easy to build up a mountain of debt because we’re bombarded with ads convincing us why we should have this or can’t live without that. People get themselves into lifestyles where they’re working to just service the debt. All their money goes toward things they’ve bought in the past, and that means none goes toward the future. Always consider your future self. Be willing to make sacrifices today to live the life you want tomorrow.

			Cheaper Doesn’t Mean Better

			The other day, I took my car to get the oil changed, and in the mechanic’s garage, I spotted a sign: If you want it good and cheap, it won’t be fast. If you want it fast and good, it won’t be cheap. And if you want it cheap and fast, it won’t be good. It’s a clever way to show there’s always a trade-off between cost, quality, and time. However, when it comes to financial advice and products, people often lose sight of these connections and just hunt for the cheapest they can find. The problem is that financial products can hide fees in many places. A firm that charges little for advice may be charging the most for products. So while it may seem like you’re saving a lot, those fees can eat into your returns over decades, costing you tens of thousands of dollars.

			Quality also costs money, and for financial advisors, that comes with experience. The advisors who have solid track records will also have long lines of clients, and the only way to equalize those lines is through higher prices. Would you pay a 50% fee if someone tripled your money? Of course you would. In the absence of value, fees are a concern. Low fees are fine as long as you’re not settling for cheap advice.

			Emotions Are Not Your Friend

			Consistency is critical for success, but it’s hard to be consistent when you’re emotional about money. Don’t think you’re not. It’s widely known that investors are notoriously risk averse, which means they despise taking losses. In fact, they’ll take additional risks in hopes of avoiding a loss. It’s more than just a theory, and there’s even a budding financial field called “behavioral finance” that centers on the inconsistencies of investors because of the psychology of investing. In 2002, Daniel Kahneman won the Nobel Prize in Economics for the psychology of judgment and decision making. One experiment Kahneman had done was to ask thousands of respondents which they would prefer: Receive $500 cash guaranteed or flip a coin and receive $1,000 if heads and nothing if tails. Which sounds best to you?

			If you’re like 99% of the respondents, you chose the $500 guaranteed cash. Both choices are expected to return $500, but the coin flip has risk. In other words, if you could flip the coin thousands of times, half the time you’d win $1,000 and half the time you’d win nothing. On average, you’d win $500 each flip. However, taking the for-sure cash always returns $500. Because investors wish to avoid risk, the majority take the for-sure $500. That’s not so hard to understand, but it’s also not where the experiment got interesting.

			Kahneman reversed the question: Would you prefer to take a $500 for-sure loss? Or flip a coin for a $1,000 loss if heads, and no loss if tails? If investors are risk averse, they should always be risk averse and choose the $500 for-sure loss. They shouldn’t choose a path that may make things go from bad to worse if they don’t like losing money. But they didn’t. Instead, they chose the coin toss to gamble their way from a losing situation. It shows that investors aversion to loss is so great that it overrides their aversion to risk. In other words, they’re willing to take more risk if it means they might escape a loss. Talk about a dangerous combination for investing. Think about the tech-wreck of 2000, the 2008 financial meltdown, the 20% drop in the fourth quarter of 2018, and more recently, the COVID-19 pandemic in mid-2020. They were all fast, aggressive drops where most investors took large losses during the panics. The right move was to be buying. However, emotions rarely let you make the best decisions when dealing with money. For investors, emotions are not your friend, but a great financial planner can help you develop the necessary nerves of steel.

			Risk, Reward, and Fees: Where One Is, the Other Two Will Follow

			Let’s get straight to the point. Every investment has risk, potential reward, and fees. Make sure you understand all three before you decide to buy. 

			When people talk about risk, it means there’s potential for a bad outcome. However, there are varying degrees of risk. There’s risk in driving to Starbucks, and there’s risk in skydiving. Whether you need a shot of caffeine or adrenaline, there must be something that makes the actions worthwhile. Otherwise, why take the risk?

			Investing works the same way. For some investments, there’s a good chance for things to go wrong—losing lots of money—and they’re obviously considered high risk. For others, there’s no chance of losing money, and they’re called risk-free investments. However, even “risk-free” investments could lose value because of inflation or some other form of risk. Most investments fall somewhere between these two extremes. You’re probably wondering why anyone would put money into a risky investment if there are risk-free choices available.

			That’s where the risk-reward connection comes in. While risky investments may lose a lot of money, they may also make a lot of money. Risk-free investments, on the other hand, aren’t ever going to make you rich.

			While risk and reward can be difficult to understand at times, they are usually part of the conversation. The “fee” conversation is usually a different story. This can be brushed over or hidden in the small print. People who advertise low-risk investments that have great potential for big returns and very low fees are probably trying to sell you something. As I mentioned earlier, cheaper does not always mean better. Good advice will come with a fee. The goal should be that it is a win-win for all parties, and it should be out in the open.

			If someone tries to convince you that they have a low-risk investment that has a great potential for return and very low fees, they are probably trying to sell you something.

			Asymmetric Risk: Tip the Odds in Your Favor

			For any investment, be sure there’s more potential for upside gains than downside losses, or what’s called an asymmetric trade-off in risk and reward. Tony Robbins’s book, Unshakeable: Your Guide to Financial Freedom, goes into great detail about this.

			Most seasoned investors will not settle for a 1:1 ratio of return to risk, and even a 2:1 ratio may not satisfy them. Some of the biggest names such as Warren Buffett or Paul Tudor Jones look for a 5:1 or even 6:1 ratio. This means, when they invest $1, they expect an opportunity to turn it into $5 or $6. At this rate, you only have to pick correctly 20% of the time to stay even. If you invest $1 in five different opportunities, four of them could go to zero and if the fifth returned five times, you will be back at $5.
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