May 2020 - Detailed Financial Report
#65

Time has started to move at an increasingly accelerated pace for the GYFG
household. It might be because of a slow but steady march back to some level of
normalcy after months of “lockdown.” Here are a few highlights from May:

* We made a trip out to Lake Meade for the Memorial Day Weekend (with other people).
» We ate in a restaurant not once but three times and were served by...people.

* We had a BBQ at our house with friends (there are those people again).

» We went to the beach with friends and again there were lots of other people.

As you can tell, the theme here was that we were not locked down in our house for the entire
month of May and we got to see friends and family for the first time in several months. It kind
of felt like that M&M commercial..."they do exist.”
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THEY’DO EXIST!

WAKE GIFS AT GIFSOUP.COM

After dodging a few bullets the last few months shot by COVID-19 at most
investments, this month we weren’t so lucky. We were notified by Rich Uncles (a
Commercial REIT we are invested in) that the net asset value (NAV) had been
reduced by ~30% to reflect the current market conditions and the risk they saw in
the portfolio in the short term. They also announced that the dividend was being cut
from 7% to 5%.

Regardless, we continue to focus on the income side of the equation and were still



able to out-earn the write-down and also add 1.8% to our net worth in May vs. April.
It's been a few years since | wrote about this but one of my goals is to get a little
richer every year despite the performance of our investments. This means we have
to keep pouring jet fuel on income generation.

If you’re a regular reader you know that I typically have a formula to this
post, but for the next couple of months I feel the need to change it up. |
realize that my family is in a fortunate financial position to weather a
storm like this and I feel awkward going through the normal cadence of
this report as if everything is hunky-dory in the world for everyone. | want
each reader to know that I am hesitant to continue sharing our financial
statistics in light of the pain that many are feeling right now. At the same
time, I have pledged to continue publishing these reports every single
month until I hit my BIG financial goal. It is also important for me to lead
by example to continue responsibly managing my family’s finances -
through both good times and bad. Furthermore, I think it’s important that
transparency is maintained to see how finances are managed in both bull
markets and bear markets. That said, I will be removing some elements so
it is not as “in your face” when it comes to certain aspects of the normal
report.

Net Worth
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NET WORTH TRENDS

Year

Actual Net Worth

2012

42,424

YoY % Change

2013

103,012

143%

2014

181,364

76%

2015

317,727

75%

2016

527,668

66%

2017

664,391

26%

2018

1,012,865

52%

2019

1,670,321

65%
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1,954,191
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Goal: $10,000,000 by January 31, 2035
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Everyone has a number and ours is $10,000,000

Mar-20 Apr-20 May-20

Net Worth Split

N,

Life
Settlements
5%

Stocks
6%

Current Net Worth $1,945,625 (up +16.5% for 2020)

Previous month: $1,911,820

Difference: $33,806

Net Worth Break Down:

Real Estate (60%) - This is a decrease from the 63% figure last month. This
category includes the equity in our primary residence, a hard money loan at a 10%
interest rate, our investment in the Rich Uncles commercial REIT, and our hard
money loans through the PeerStreet platform. This took a decent (indecent?) hit this
month after | was informed of a 30% write-down in my Rich Uncles investment.
Certain types of Commercial RE are getting hit pretty hard due to COVID.

Net Cash (29%) - This is unchanged from last month.

Life Settlements (5%) - Flat vs. last month. We currently have investments in
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seven policies. 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. Two of these policies have required
capital calls as the insured has lived past the estimated life expectancy (which eats
into the expected return). | started investing in these policies in late 2017 and have
yet to see a return of capital or a return on capital. | have another year before
another two policies are expected to mature and if they don’t | will be required to
make annual capital calls to those as well to keep the policies in force.

Stocks (6%) - This is up from 3% last month.

Even though we took a sizable write-down in one of our real estate investments we
were still able to increase net worth by a very respectable $33,806 or 1.8% for the
month.

Total Capital Deployed in 2020:

Dividends / 401K
Investment Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Interest Matches 2019 % Split
Peer Street 3 S S - S - S - S - 5 - 0.0%
Rich Uncles 5 - S - $ 21,175 | S - S - S $ 21,175 3.3%)
High Yield Savings 5 100 | S 50,100 | & 100 | § 107,175 | $42,000 S $199,475 30.6%
Stocks (401K) 5 23,8545 8,464 | $144,549 | 5{157,367)| S - S $ 19,500 3.0%)
Short SPY Puts S - s - 15 - |s - |5 9,100 S 5 9,100 1.4%
Robinhood Secondary Shares | 5 - 3 - 3 - 510,000 3 $ 10,000 1.5%
CD's @ 3.5% 3 5 6,000 | & S 5 - S 5 6,000 0.9%
Real Estate PIK Loan 5 5 - $385,000 | 5 S - 3 $385,000 59.1%,
Whole Life Policy 5 3 3 3 ] 3 5 - 0.0%
Land Tax Strategy 5 5 3 3 S - 3 5 = 0.0%)|
Hard Money Loan 5 3 - 3 3 s - 3 5 - 0.0%
Life Settlements 5 - 5 914 | & 3 - S - 3 5 914 0.1%)
Total $ 23,954 | § 65478 | $550,824 | § (50,192)) $61,100 | § = § = § - 5 - § = 5 - 5 - § § $651,164 100.0%

The plan for the next couple of months is to continue building up our cash war
chest. The stock market makes absolutely no sense to me right now. | don’t
understand how we can have so many people unemployed, many businesses still
shut down, trillions out in federal stimulus money, trillions of dollars being printed
by the fed (by increasing their balance sheet), and still no certainty on when this
pandemic will truly be behind us (and don’t forget about the riots and protests
now). GDP for the first quarter fell at an annual rate of 4.5% with the back half of
March being the only period impacted by COVID-19, meaning we have theoretically
only seen the beginning of the damage done. Economists are forecasting a 20-30%
annualized decline by the end of Q2. The world (still) doesn’t make sense to
me right now!
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| did put some money to work in a secondary offering for shares in Robinhood (the
investing platform). I'm part of a private investors circle that brought this deal onto
my radar and so | decided to follow the money - Sequoia Capital led a series F
round that raised $280M and valued the company at $8.3B.

You will also notice that | put $9,100 to work by purchasing puts on the S&P 500.
I’'m working on a post to explain this move and the rationale behind it; now | just
need to find the time to finish writing it.

We are currently sitting on about $570,000 in cash and | believe | have found a
home for another $181,000 (the amount sitting in an IRA that | rolled over after
leaving my employer). I'm currently in the process of rolling this into my self-
directed IRA as | am going to be participating in an Industrial Real Estate deal -
specifics to come once | make the investment. The sponsor has negotiated a
property with about 450,000 square feet of space at $20/sgft. The replacement cost
to build the same is about $120/sqgft. It is a fire sale deal by a very large public
company that isn’t in the business of real estate and just wants it off their books
(they got it through an acquisition). More details to come.

Expenses

Coming into 2020 | had made the decision to not track our expenses anymore. Well,
that lasted for all of two months. | have not had a section for expenses in these
financial reports for well over a year, but with the new spending plan my household
is adopting, | find it necessary to track our spending against that plan. Each month |
will be comparing our actual spend vs. the forecast spend in the screenshot below.

) . Actual Actual | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast | Forecast
GYFG Spending Forecast Jan-20 | Feb-20 | Mar20 | Apr-20 | May-20 | Jun-20 | Jul-20 | Aug-20 | Sep-20 | Oct-20 | Nov-20 | Dec-20 | 2020

Childecare $1,187 | $1,138 | S$1,240 | $1,240| $1,240 | $1,240 | $1,240 | $1,240| $1,240 | $1,240 | $1,240 | $1,240 | $14,727
Property Taxes & HOA 584 584 584 | 53,750 584 584 584 584 584 584 584 | 53,750 | $8,340
Home Improvement $160 596 50 $100 5100 5100 $100 $100 $100 $100 5100 5100 | 51,156
Condo-Mortgage & HOA S0 S0 S0 S0 S0 S0 S0 S0 50 50 $0 S0 S0
Food & Dining $1,729 | $1,048 | S$L468 | $1,000| 51,000 $1,000| $1,000| $1,000| $1,000( $1,000 | $1,000| 51,000 | $13,245
Shopping & Other 85,479 54,165 42,455 51,100 £1,100 51,100 51,100 $1,100 $1,100 51,100 51,100 £1,100 | $21,909
Travel & Hotel 51,944 53,649 (585) ] S0 50 S0 S0 S0 50 S0 S0 | $5,508
Auto & Transport S641 | 51,783 | 51,904 | 51,500 | S1,500 | 51,500 | 51,500 | $1,500 | 51,500 | S1,500 | 51,500 | 51,500 | $17,828
Bills & Utilities $138 5193 5308 8500 5500 5500 8500 3500 $500 3500 5500 5500 | 55,139
Health & Fitness $9,533 | $3,518| $2,563 | $1,260| $1,260 | $1,260 | $1,260 | $1,260 | $1,260 | $1,260 | $1,260 | $1,260 | $26,954
Business Services $20 5218 $20 5100 5100 5100 5100 $100 $100 5100 5100 5100 | 51,158
Time Share S0 S0 S0 $200 50 50 $200 S0 S0 5200 S0 $195 $7095
Expense Total $20,915 | $15,801 | $9,957 | 510,750 | $6,884 | $6,884 | 57,084 | 56,884 | 56,884 | 57,084 | 56,884 | $10,745 | 5116,849

2020 Spending Plan (created 3/27/20)

The above table represents the original forecast that | put together for the
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remainder of 2020 and is the benchmark | will be tracking to. | expect to see more
volatility in the month to month figures as our spending is lumpy and not evenly
distributed. In May, we were close to being on forecast overall, within $272 or 4%.

Actual | Forecast | Variance Analysis

GYFG Actual vs. Forecast prmempresryl EETlETx
Childcare $1,240 | $1,240 _ 0%
Property Taxes & HOA S84 S84 = 0%
Home Improvement 5429 5100 329 329%
Condo-Mortgage & HOA 50 50 = 0%
Food & Dining $1,422 | $1,000 422 42%
Shopping & Other 54,110 51,100 3,010 274%
Travel & Hotel 545 50 45 0%
Auto & Transport 51,391 51,500 (109) 7%
Bills & Utilities 5275 5500 (225) -45%
Health & Fitness (52,172) 51,260 (3,432) -272%
Business Services 5331 5100 231 231%
Time Share 50 50 = 0%
Expense Total 57,157 | 56,884 272 4%

The big negative $2,172 stands out on the table above - it's a credit for expenses
that didn’t come out of our personal earnings. This is because | had been entering
the cost of health, dental, and vision insurance here on my personal P&L. However,
this is an expense that my company pays 100% for and doesn’t come out of my
personal finances. To be consistent with when | was employed by someone else, |
only ever carried the expense that came out of my personal earnings, not what the
company paid.

May did come in at about 50% of April’s spending of $14,459. We are currently
trending to $113,335 in total spending for 2020 vs. the forecast from March at
$116,849.

Savings Rate

Tracking our expenses means we are back to tracking our savings rate as well. The
only difference is I’'m going to update it only once a year. Our goal remains saving
50% of our after-tax income.

Below is a historical snapshot of our after-tax savings rate since we started tracking it in
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2015.

After-Tax Savings Rate

2018 2019

2015 2016 2017

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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NET WORTH TREND
Year Actual Net Worth YoY % Change
2012 s 100,000 i Net Worth by Year
2013 g 200,000 100%
2014 B 300,000 50%
2015 S 400,000 33%
2016 B 500,000 25%
2017 S 600,000 20%
2018 g 724,574 21%
2019
2020
2021
2022
2023
2024
2025

[ 7.2% Of Net Worth Goal

Goal: $10,000,000 by January 31, 2035

Net Worth Current Year [By Month] Net Worth Split
Category_
724,974 # Category#2
664391 674,336 L &%
644,406 4 - -~
630,223 632,168 - .
600,108 609,546 s
sasi0  Ssoge7  Ss8202  S7L0 / \
i /Category#3,
/ S 1%
[ /
Category#4
17%
N\
N\
\)
o
1/31/2018 2/28/2018 3/31/2018 4/30/2018 5/31/2018 6/30/2018 7/31/2018 8/31/2018 9/30/2018 10/31/2018 11/30/2018 12/31/2018
GROSS INCOME TREND
Year Gross Income YoY % Change
2012 s 168,986 Gross Income by Year
2013 $ 173,674 3%
2014 $ 214,142 23%
2015 $ 254,359 19% o
2016 $ 339,825 34%
2017 5 374,069 10% S
2018 $ 441,044 18% e
2019
2020
2021 $254,359
2022 $214,142
$168,986 $173,674
2028 S
2025 2012 2013 2014 2015 2016 2017 2018

| MORTGAGE PAYOFF (PRIMARY RESIDENCE)

Goal: Pay off Mortgage on Primary Residence by December 31, 2021

I Gosraicon
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Gross Income

Total Gross Income 10,000
Total Pre-Tax Contributions ____________ 1,500 ;
Total Benefit Expenses I 19{!
Total Taxes i 1,135 |
Met Take HomePay 7,175
Total Living Expenses . 2,500 ;
Metlpcome 4,675
Add Back Amortizations . 500
Add Back Pre-Tax Contributions 1,500
Total Savings | 6,675
Savings Rate (% Afler-Taxes & Benefits) 76.9%
Gross Savings Rate 66.8%
GenY/\ / Progress Towards Financial Independence

FINANCE GUY e

Desired Annual Spending { $ 120,000
Financial Independence

Year Net Worth

2012 $ 100,000

2013 $_..200,000

2014 $ 300,000

2015 $.....400,000

2016 $ 500,000

2017 S 600,000

2018 $ 750,000

2019 $ 1,500,000

2020 $ 1,750,000

2021 $ 2,000,000

2022 $ 2,500,000

2023 $ 2,700,000

2024 $ 2,850,000

2025 $...3,000,000

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

Although there is still plenty of uncertainty on the horizon I'm grateful for the
position the GYFG household is in to weather this Pandemic. | do hope for the best
in terms of a speedy recovery for all - health as well as financial - but I'm prepared
for the worse. So far, the measures I've taken proactively to decreases our
expenses have proven not to be needed, but | don’t regret making those moves. We
continue to strengthen our position to not only weather the Pandemic but to take
advantage of opportunities that may arise due to the damage it leaves in its path of
destruction over the world economy.

- Gen Y Finance Guy

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
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
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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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