December 2019 - Detailed Financial
Report #60 - Net Worth $1,670,321 |
Income $89,407

Bye, Bye 2019 - you were awesome!

This month marks exactly five years of detailed financial reports. It doesn’t seem
possible that five years have already passed. It feels like just yesterday when |
made the decision to share the intimate details of my financial life. | had three
primary drivers for making the decision to publicly put my financial life on display:

(1) To put in place an accountability system that would not only ensure | hit my
goals but also to expedite my path to the “finish line” of achieving a $10M net

worth by 48.

(2) To be a source of hope, inspiration, and motivation to others.
(3) To remove the taboo around talking about money - even if it’s only online.

If the thousands of comments and hundreds of emails that | have received from
you, fine readers, is any indication of success then | think I've hit my goal in
sharing, and also found my tribe.

The Financial Highlights of the Last Five Years

- We have generated a cumulative gross income of $2,190,174 (over 60
months).

- Our household annual income started the five year period at $214,142 (2014
TTM) and finished at $747,427 (2019 TTM).

- We increased our net worth from $181,364 to $1,670,321 (a increase of
$1,488,957 or an average monthly increase of $24,816 - for 60 straight
months).

- Our Net Worth Conversion ratio over the last five years was ~68% (with a
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target 50% after-tax savings rate, this shows that our investments have been
very good to us).

- We paid off our mortgage in less than five years vs. an original goal of seven
and some change.

- We got the opportunity to buy equity in a private company that has provided
a nice boost to our net worth. The investment has been illiquid since 2016 but
I’'m scheduled to get paid out in early 2020. My original $105,000 investment
has turned into $550,000 for a return of 5.2X on my money in about three
years.

- | started my own business in 2019 and it grossed $428,544. Of that, | got to
keep $236,432 after all expenses (this portion is what is included in the
$747,427 figured shared above). This business is likely to act as a wealth
accelerator in 2020 and beyond (I believe it will produce a minimum of $1.25M
in 2020).

From the outside looking in it may have appeared that | was being too conservative
at times in my moves and choices, but the results speak for themselves (56%
Compound Annual Growth Rate). Yes, | could have been more aggressive and most
likely compounded our wealth to even greater heights these past five years, but |
stuck with a disciplined approach of looking through a lens of risk mitigation first
(return of capital) and potential reward last (return on capital). | didn’t use leverage
(i.e., debt) as aggressively as | could have or as I've seen others do successfully,
optimizing instead for peace of mind rather than the highest potential return.
Instead, | focused on building a fortress of security (a paid-off house) and hit the
income side of the equation aggressively (C-Suite by 30 and starting a business on
track to make over $1M in 2020).

I'm very pleased with the results of the last five years and excited to see what the
next five years have in store. | intuitively know that we will eventually have a
market slowdown but my guess is as good as anyone else as to when that might
happen. | sleep well at night knowing that we are entering 2020 with tons of
liquidity: $420,000 HELOC, zero debt, and by the end of January we should have
well over $500,000 in cash sitting in the bank!

If you're a regular reader and only want to read the new content, feel free to just
skip the intro below, and head to Net Worth. If you are new or haven’t read many
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of these reports, | encourage you to take two minutes to read the intro below, which
does change periodically.

Why | Share These Monthly Reports

Mission Statement: To Humanize Finance, Build Wealth, and Reach Financial
Freedom.

For those of you new around this corner of the internet, these monthly reports are
about full transparency. And, they are just as much for me as they are for you. It
was a hard decision to make all of my financial details public, but it has proved to
be a very motivating one. The process | go through every month to produce these
reports has been enlightening and life-changing. | published my first “income and
net worth report” for January of 2015 when our net worth was only $195,141 (we
entered 2015 with a net worth of $181,364) and our gross income was on pace to
hit $178,000 that year.

Four years and eleven months later, our net worth currently clocks in at $1,670,321
with a gross income over the trailing twelve months of $746,177.

e That's a 9.2X increase in net worth due to a compound annual growth
rate of roughly 56% for the past five years.

e At the same time, income has increased 4.2X, which translates to a
compound annual growth rate of roughly 33.2%.

Honestly, | don’t think the GYFG household would have experienced these kinds of
results without the existence of this blog and the accountability it brings. Knowing
that | will share our results with you readers every month keeps me very focused
and intentional with all things related to our financial well being. For that, | THANK
YOU for taking the time to read and interact with me on this blog.

Above and beyond this benefit to my own household, my sincere hope is that my
policy of full transparency will inspire you to take the helm of your own financial
ship and be intentional with its direction. | truly believe that anyone can reach
financial freedom if he or she is willing to do things differently than the pack does. If
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you're after average results, then you’ve landed on the wrong site. There’s nothing
wrong with average, but the kind of results | preach are EXTRAORDINARY. Sure,
the “get rich slow” method is proven, but there is an alternative, which is to “get
rich fast.” Look, | have no interest in living like a starving college student until | am
old and brittle to only then have the means to check off bucket-list items when my
body might no longer be physically capable of doing them. And | don’t want that for
you either!

Here at GYFG, we approach the pursuit of FINANCIAL FREEDOM with an
abundance mindset, so you won't hear me telling you to cut out those $5 lattes.
Choose to spend on what is meaningful to you. | spend a lot, but | also strategically
earn a lot, save a lot and invest a lot.

| hope these reports inspire and move you to action. Don’t take a passive role in
your finances and hope for the best. Keep this famous Jim Rohn quote in mind:

“If you don’t plan your future, somebody else will. And you know what
they have planned for you? NOT MUCH!*

You must be intentional with your finances if you ever want a fighting chance to
make it to financial freedom. But it does not have to take 40-50 years of slaving
away for “The Man” before you have the option to retire. | think 10-20 years is all
you need, with the most aggressive folks probably able to reach financial freedom
in 10 years or less. A high income paired with a high savings rate are two of the
vital components of a good recipe for the 10-year track.

| know | don’t have to publish my juicy details every month, but it's important to me
that you know that | put my money where my mouth is (not so many people giving
financial advice actually do this). | publish all of my financial details not to brag, but
instead to show you what is working as well as what’s not working. Sometimes
finance can get pretty dense, and | think real life examples and numbers can help
slice through the complexities (and the BS). Personally, | have always enjoyed the
financial reports put out by other bloggers around the blogosphere, so | always
intended to share my own.

You can find all my previous reports on the Financial Stats page.
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Financial Stats Dashboard

At the end of each month, | download a .csv file from my Personal Capital account
and drop it into my custom built Excel workbook in order to update the dashboard
you see below. I'm blown away every month by the progress we have made in a
relatively short period of time.The only humber below that is not an actual number
and instead is a forecast is the current year projected income of $747,424 (up from
$666,992 last month) in the gross income chart below.
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We set a goal to pay off the mortgage on our house before we were 35 years old. The original
mortgage was for $355,000 and we started the goal on January 1st, 2015,

Now that we have seen the overall, let’s take a closer look at a few of the items
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below.

Net Worth

As | type, | realize that | forgot to capture the cash value of the whole life insurance
policy that | picked up in October for Baby GYFG (now three months in a row).
Regardless, we still racked up a $657,456 increase in net worth for the year - only
$90,000 shy of our gross income for the year.

We will be gunning for $2,000,000 during the first six months of 2020, which will

catapult us to the fourth milestone of The Five Major Milestones to Financial
Independence.

Net Worth Trend
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December Net Worth $1,670,321 (up $657,456 or +64.9% for 2019)

e Previous month: $1,374,308
e Difference: $296,013
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Net Worth Break Down (MoM):
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The Real Estate ($791,817) category
decreased from 56% to 47%. This category includes the equity in our primary
residence ($463,896), a hard money loan ($150,000) at a 10% interest rate, our
investment in the Rich Uncles commercial REIT ($76,672), and our hard money
loans through the PeerStreet ($101,249) platform. There was no increase in Rich
Uncles as they have put a freeze on reinvestment and new investment until
January. PeerStreet has come down as | withdraw funds from the after-tax lending
account, that will eventually make their way to Rich Uncles until it hits a six-figure
balance.

Net Cash ($82,423) decreased from 6% to 5%. We actually have $95,129 in cash
but net cash is only $82,423 after you adjust for our current credit card balance of

$12,706, which we pay in full every month based on the statement due date. Keep

in mind that of that $82,423 a portion (~$30K) is related to what my business owes
me (a combination of my direct billable work and the profits of the business).

The Business ($513,805) category increased from 17% to 31%. This represents
the ownership | have in the private company that | work for. This is an illiquid
investment that only gets an update to its value one time per year (and this was the
lucky month). We will be having a huge influx of liquidity as | get cashed out of my
stock in January and my options in February - leading to a $500,000+ liquidity
event.
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Life Settlements ($96,250) decreased from 7% to 6%. We currently have
investments in seven policies at $10,000 each. They are accreting in value by about
$1,000 per month. For anyone familiar with options, | liken the fixed return of life
settlements to the theta of a short option. In this case, the accreted value is like the
theta decay of an option you’ve sold. In more simple terms, with this fixed return
you are amortizing (realizing) that value with the passing of time.

The Stocks ($186,026) category decreased from 14% to 11% and represents the
cumulative value of our brokerage accounts (retirement accounts) that are invested
in stocks. However, this is not all of our retirement money, as the majority of our
PeerStreet investments are made through a self-directed IRA (worth about $83,000
and counted in the Real Estate category of the pie chart). This will be increasing
substantially in January when | pay back the 401K loan, which is currently at
$44,006 (down from the original $50,000). | will be getting my year-end bonus
payout in January or February for the 2019 calendar year and | have set my 401K
contributions to max out as soon as that hits (I've done the same for my HSA). As |
prepare for my departure from W-2 employment | have liquidated my stock
positions (as of 11/14) and the account is sitting all in cash until | roll it over to
another brokerage account that | have early next year.

Total Capital Deployed in 2019:

Dividends [ 401K
Investment Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Interest Matches 2019 % Split
Peer Street s S s 5 s s s s S s s s s 7,110 | § § 7110 1.8%
Rich Uncles $ 1,000|S 1,000(S$ 1,000 |5 1,000|S 1,000 |5 1,000|$5 1,000($ 1,000|S 1,000|5 5 S - S 4,926 | 5 $ 13,926 3.6%
Mortgage 5 4969 |5 24,012 | 5 58,964 | 510,001 | 529,999 | 5 - 3 - 5 - 5 - s 5 El - 5 - 5 = $127,945 33.2%
Stocks (401K) S 21809105 4,815 [ $(48,800)| S 1,200 | S 1,000 (S 1200 |S 4,250 |5 5740 |5 1,786 | S S 55994 |5 2037|S 7746 |§ 8776 2.3%
Private Business | $ - |8 - |s - |s - |s - |8 - s - |5 - |5 - |8 - |&§ S - |s - S - 15 - 0.0%
Whole Life Policy | § S $ - |s - |[s S 5 $ $ $ 5000|% $ - |$ $ $ 5,000 1.3%
Land Tax Strategy | S B s - s s 5 5 5 B S 68,600 | & 5 - 5 - 5 % 68,600 17.8%
Hard Money Loan | 5 S 5 - 5 5 - S 5 5 5 $150,000 | S S - 5 2,500 | 5 $152,500 39.6%
Life Settlements | S - [§ - s - |s - |sa037]s - s - |s - $ - $ s S - |§ - |s - |% 1037 0.3%
Total $ 27,779 (% 20827 | 411,064 | $12201 [ 433036 (4§ 2200] % 5250 % 6,740 | 4 2786 | 223600 | § $ 5004 |6 16573 |$ 7,746 | $384,805 100.0%

Our original goal was to deploy about $182,000 in capital and we ended up
deploying $384,895, mostly due to the additional free cash flow generated by my
new business.

Gross Income

We came pretty darn close to my projection last month of $747,424 as we finished
the year at $747,427 (I got lucky). At this point I'm speechless at the kind of income
we generate and have generated over the last 12 months. And | see the trend only
continuing into next year when we are currently projecting an income over $1M
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(keep in mind that this includes the gain on the stock I’'m getting cashed out of in
January).
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In the second chart above, | also track our income on a trailing twelve months. We
recorded a new all-time record in TTM income at $746,177 (up from the TTM of
$704,553 last month).

Savings Rate
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Below is how we actually did towards our goal of saving 50% of our after-tax
income. In the chart below, the green bars represent our actual savings rate for the
month, the orange bars are what we anticipate based on our 2019 budget, and the
blue bar is the projected savings rate for all of 2019.

We hit 60% for the year - our best savings year ever!!!

After-Tax Savings Rate

lan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 2019

Do you want to calculate your own savings rate? I've made it super easy for
you with the savings rate calculator included in the free GYFG FI Toolkit that you
can download instantly by clicking the link below. Here’s a peek. Did | mention it’'s
free? You have nothing to lose and everything to gain, Freedom Fighter! Remember,
what gets measured gets managed.
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Actual Actual | Actual ‘ Actual | Actual Actual Actual | Actual ‘ Actual | Actual Actual ‘ Actual | Actual ‘
Personal Income Stateme Jan-18 Feb-18 | Mar18 | Apr18 | May-18 Jun-18 Jul8 | Aug1s | sep1s | oct1s Nov18 | Decis | 208 |
Gross Income
Income Stream #1 9,000 9,000
Income Stream #2 1,000 1,000
Income Stream #3 -
Income Stream #4 -
Income Stream #5 -
Income Stream #5 -
Total Gross Income 10,000 - - - - - - - - - - - 10,000
Pre-Tax Contributions {Investments]
Pre-Tax Contribution #1 1,500 1,500
Pre-Tax Contribution #2 -
Pre-Tax Contribution #3 -
Pre-Tax Contribution #4 -
Total Pre-Tax Contributions 1,500 - - - - - - - - - - 1,500
Benefit Expenses
Health Insurance 150 150
Dental Insurance 20 20
Vision 15 15
Life Insurance 5]
Other #1
Other #2 -
Benefit Expenses 190 - - - - - - - - - - - 190
Federal Taxes 800 200
State Taxes 250 250
Medicare 50 50
Social Security 25 25
CA SUI/SDI 10 10
Taxes 1,135 - - - - - - - - - - - 1,135
Effective Tax Rate % #DIv/0! #DIV/0! #DIV/0! #DIv/0! #DIv/0! #DIv/0! #DIv/0! #DIV/0! #DIv/0! #DIV/0! #DIV/0! 11.4%
Net Take Home Pay 7,175 - - - - - - - - - - - 7,175
Living Expenses
Expense Category #1 1,500 1,500
Expense Category #2 500 500
Expense Category #3 200 200
Expense Category #4 50 50
Expense Category #5 100 100
Expense Category #6 150 150
Expense Category #7 -
Expense Category #8 -
Expense Category #9 -
Expense Category #10 -
Expense Category #11 -
Living Expenses 2,500 - - - - - - - - - - - 2,500
Net Income 4,675 - - - - - - - - - - - 4,675
Add Back Pre-Tax Contributions (Investments 1,500 - - - - - - - - - - - 1,500
Add Back Amortizations 500 500
Total Savings 6,675 - - - - - - - - - - - 6,675
Assets 1,000,000 -
Liabilities (500,000) -
Net Worth 500,000 = = = = = = = = = = = =
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Financial Independence

Year Net Worth
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2020 $ 1,750,000
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Your FI number is based on the 4% rule,
which defines Fl at the point your Net
Worth Reaches 25X your desired annual

Click Here To Download
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Speaking of savings rate, go check out my post where | mathematically prove the
importance of your savings rate as a higher priority in achieving financial
independence than your compound return. If you’re trying to build wealth quickly,
then you have to read this post.

Closing Thoughts

Vacation is over and it’s now time to put my foot back on the accelerator for 2020. |
have some big goals for my new business.

That said, | have found it increasingly more difficult to carve out time to write on the
blog as often as | would like with the addition of Baby GYFG and running my new
business. Nonetheless, | have a laundry list of topics (56 to be exact) | want to write
about and | will get to them - just slower than | would like to. | guess what I'm
getting at is that my posts may be less frequent than every week in 2020 (my
backlog is currently empty for the first time in five years). | will also be doing away
with guest posting in 2020 as | have found the quality to be hit or miss.

| hope you all enjoyed the holiday season and | wish you all a happy new year.
- Gen Y Finance Guy

p.s. Personal Capital now offers a 1.55% high yield savings account that is FDIC
insured.

Gen Y Finance Guy

Hey, I’'m Dom - the man behind the cartoon. You'll notice that | sign off as "Gen Y
Finance Guy" on all my posts, due to the fact that | write this blog anonymously (at
least for now). | like to think of myself as the Chief Freedom Officer here of my little
corner of the internet. In the real world, I'm a 30-something former C-Suite
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executive turned entrepreneur turned capital allocator. | am trying to humanize
finance by sharing my own journey to Financial Freedom. | believe in

total honesty and transparency. That is why before | ever started blogging, |
decided that | would share all of my own financial stats. | do this not to brag, but
instead to inspire motivate, and also to hold myself accountable. My goal is to be a
beacon of hope, motivation, and inspiration for you, the reader, by living life by
example and sharing it all here on the blog. My sincere hope is that you will be able
to learn from me - both from my successes and my failures! Read More
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