How | Invest My Money

| recently read Josh Brown’s book How | Invest My Money: Finance Experts Reveal
How They Save, Spend, and Invest and thought it would be a good exercise for me
to take Josh up on his offer at the end of the book to write my own essay on how |
invest my money. Think of this as my money philosophy defined by a set of
standard operating procedures.

The first time | really thought about money in a structured way was back in 2015
when a blogger friend of mine asked me to participate in the “personal finance
index card challenge,” where you get only a single index card to convey your best
financial advice. The idea was that personal finance didn’t have to be complicated
and that it shouldn’t take more than an index card to explain all the (best) financial
advice someone might need. I'm still in contact with Adam Chuddy (my blogger
friend) but his blog is no longer around so | dug up the index card | had originally
created for his blog to memorialize it here (time-stamped as of 10/5/2015). | had
only been blogging for a bit over twelve months and this was my first attempt at
articulating what | thought to be all the advice you would need to not only be
financially sound but to build wealth rapidly, which to me means reaching financial
independence in 10-20 years.
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10 Guidlines to- Rapid Wealth Building by Gen Y Finance Guy
Spend Less Thain Yow Earinv and lnvest Hue Difference Wisely
Avoid Consumer Pebt af ALL Costs: Never Coarry Credit Cord Balonees

Maximize Tax Deferral To Pay Hhe Least Amowint of Taxes Legadly
Permitted by Maxing Owt Taw Favored: Accownts (401K's, IRA', HSA.)

Aim To-Sane 50% or More of Your Affer Taw lneome.
Buy a Howse That s Half Hhe Price Hue Bank Says Yow Con Afford.

Learn Tweo Basic lnvestment Strategies with- Optong: Covered Call, Short
Put Use These Strategies to- lnvest i lnder ETFy & Dividend Paying Stovks

Stort o Business, Even If I+ I Not Your Fulltime Gig. #SideHustle

lnyest L Casir Flow Posidive Real Esfote. Take Advantoge of Depreciation.
Fellow These Guidlines and Yeouw WUl Enjoy Finanedal Freeden n 10-20 Years!

A couple of months later | thought these guidelines ought to be expanded on for
those interested in digging deeper, so, | wrote 10 Guidelines to Financial
Independence (it was originally a guest post that was published on March 23, 2016).
It wasn’t until February of 2020 that | thought about these again and shared them
again on the blog with a few slight revisions - now referred to as The Tenacious Ten
- a set of guidelines to achieve Financial Independence in 10-20 years.

| want to use this post to not only refine these ten core principles that have guided
many of my money-related decisions over the years (the HOW) but also to explain
the WHY (this is what really keeps you motivated).

The HOW

The spirit of what | share below is still very congruent with what I've shared
previously but more succinct and better articulated through the lens of a
practitioner. | admit that | was just a student of personal finance back when |
originally wrote that index card and | hadn’t personally battle-tested these
principles. By studying those that had accomplished what | wanted to accomplish |
had adopted a set of principles; for the last six years, | have been battle testing
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them. With time and experience only now can | refine them into this post you are
now reading.

(1) Income obsessed. Focus 80% of efforts on increasing income.

(2) Tax minimization. Defer taxes for as long as possible to allow
investments to compound uninterrupted. Take maximum advantage of tax-
favored accounts. Leverage the IRS code to pay the least amount of taxes
legally permitted. (I once read a tax strategy book that helped me see the
50,000+ pages of tax law as 50,000 pages on how to pay the least amount of
taxes possible. | paired that new lens with a really good attorney and CPA to
help me take full advantage of the tax law to legally minimize taxes every
year since.)

(3) Spend Less Than You Earn and Invest the Difference Wisely.

(a) Save 50% of after-tax income.
(b) Spend 50% quilt-free.

(c) Invest in assets that appreciate and/or produce positive cash flow (see
#3 on risk mitigation).

(3) Risk Mitigation Lens First. Optimize for return of capital before return
on capital by building in what Warren Buffett refers to as a “margin of safety.”
Don’t overextend yourself by taking on too much debt or living too rich of a
lifestyle.

(a) Cost basis reduction. Options are one way to do this by selling puts or
writing covered calls (available on equities, commodities (futures), and
Crypto)

(b) Conservative debt use on both investments and living expenses.

(i) Avoid Consumer debt at all costs and never carry a credit card
balance.

(i) Buy a house that is half the price the bank says you can afford (or
less).
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(c) Run from investments that sound too good to be true.

(4) Acquire Equity. This acts as a real wealth accelerator whether it is equity
in your own business or that of someone else. Even better if you can do both!

(a) Start with a side hustle that could potentially turn into your main
hustle.

(b) Negotiate stock/option-based compensation from your employer.
Definitely participate in the discounted employer stock purchase program.

(5) Never Stop Learning. If you want to earn more then you have to learn
more. This always requires a mental agility that enables you to adopt new
mental models that either build on previous ones or are a complete paradigm
shift due to a massive evolution in the world (the biggest one for me recently
has been learning about and embracing Bitcoin as a new component of our
monetary system and potentially a replacement long term).

As you can see, the “how” for me hasn’t changed all that much over the years; it is
just better bucketed and articulated.

The WHY

When it comes to the why behind all my money beliefs and actions it boils down to
four major things that I’'m optimizing for.

(1) Peace of mind. | would much rather be able to sleep well at night than
pursue the most financially optimized investment path. This is why I'm not
aggressive in my use of debt, no matter how cheap it is. Although debt can
magnify your returns on the upside, it can also be disastrous on the downside.
My aversion to debt is driven primarily by my preference for ultimate
optionality (see below).

(2) Optionality. Money is a tool that if used correctly should “buy” you
options in life. It boils down to lifestyle design. How you leverage money in
your own lifestyle design will dictate where you land on a spectrum: those that
are good stewards of their wealth get to both live well and give well. Those
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who are not responsible with their spending end up living paycheck to
paycheck, with little choice in how they get to live their lives. There is no living
well at that end of the spectrum, and most certainly no giving well.

(3) Live Well, Give Well. It's my job to figure out how to accumulate enough
wealth to allow my family to both live well and give well. | decided early on
that this would only be fully achieved if we could get to a point where money
was no object (Part | and Part Il), which leads us to the final optimization below.

(4) Accelerated & Sustained Financial Freedom. The slow path to wealth
didn’t fit our life plan nor did extreme frugality, so | treated the personal
finance space as the all-you-can-eat buffet that it is, to devise a plan to get our
family to Financial Freedom in 10-20 years. Financial Freedom is the linchpin to
making it all work. We’ve been tracking our progress against my self-defined
five major stages of financial independence, which | differentiate from Financial
Freedom, and will reach the final stage by the end of 2021. The last bonus
stage on this journey is Financial Freedom and hitting our $10M net worth

target.

This is how | invest my money!

| encourage everyone to go through an exercise like this to define your money
operating and navigational system. Please feel free to borrow anything from what |
have shared to date if you think it fits your unique journey.

- 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
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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
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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