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Speaker Notes

“He/She doesn’t know anything.”

“It will come between us.”

Let’s Talk About Money
“Shirtsleeves to shirtsleeves in three generations.” —Andrew Carnegie

We don’t talk  
to the kids  
about money

We don’t talk  
to our spouses  
about money

“They’ll discuss it in the wrong company.”

“ If they know how much we have it will 
hinder their ambitions.”

“ It will change 
their values.”

“ Our parents 
never discussed 
finances with us.”

“They’ll worry about our situation.”

“They will misinterpret my intentions.”

“Our parents never discuss money.”

“They’ll worry about my situation.”

“ He/She isn’t 
interested.”

“ That’s his/her 
job.”

“ It will lead to 
fights.”

“ It will cause 
stress.”

“It will come between us.”

We don’t talk  
to our parents  
about money

Slide is for illustrative purposes only. 3

Surveys show that families do not spend enough time making financial 
decisions and planning for the future. Conversations amongst family 
members are limited. The outcomes are suboptimal:

•  50% do not save regularly for retirement

•  48% do not have emergency savings

•  54% do not own life insurance

•  74% do not have an up-to-date will

Money conversations appear to be happening even less frequently 
within the nation’s wealthiest families. Fully 90% of wealthy parents 
surveyed have not provided a full financial picture for their children’s 
future inheritance. These conversations aren’t happening despite the fact 
that 70% of wealthy families lose their wealth by the second generation. 
Ninety percent or virtually all of them have squandered it by the third 
generation. As Andrew Carnegie quipped, “Shirtsleeves to shirtsleeves 
in three generations.” 

This can be averted by better communication between and planning 
amongst generations. 

Source: Employee Benefit Research Institute Survey, 6/30/17.
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CEOs Emeriti

Everyone in the Family Has a Role
“Each one of us matters, has a role to play, and makes a difference.” —Jane Goodall

Co-CEOs

Associate AssociateAssociate

OrganizationOrganization Responsibilities

CEOs Emeriti:

•  Promote the family legacy
•  Distribute resources to next  

generation of leaders
•  Prepare co-CEOs for the future

Co-CEOs:

•  Develop strategic vision
•  Monitor and report on finances
•  Make strategic investments
•  Train next generation of leaders

Associate:

•  Educated to be a future leader
•  Receive salary and bonus
•  Given reach assignments
•  Attend meetings
•  Involved in decisions

Slide is for illustrative purposes only. 4

Much like workers in a business, every member of a family has a role to play.

•   The co-CEOs of the household (typically the parents) develop the 
strategic vision of the family, monitor and report on the family’s finances, 
make strategic investments in the future health and sustainability of the 
family entity, and train the next generation of leaders.

•  The next generation of leaders or the associates (typically the children) 
are to be guided and educated to be the next leaders of the family. They 
are to attend family meetings and be involved in financial decisions. 
Associates are to be able to articulate the family values and how the family 
intends to allocate capital. Associates receive salary and bonus for  
work/chores or are expected to get part-time jobs.

•  The CEOs Emeriti (typically the grandparents) promote the family legacy 
and ensure that the next generations of family leaders are well prepared 
for the future. The CEOs Emeriti will work to protect the family resources 
and distribute resources to the next generation.
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Everyone knows the old platitude “beauty is in the eye of the beholder.” 
Wealth is just the same. The definition of wealth depends on who 
you ask, where they live, what they value, and to whom they are 
comparing themselves. 

Tolstoy says that the first path to not suffering from poverty is “to acquire 
more wealth.” That’s easier said than done but often requires hard work, 
determination, and ingenuity. Or to paraphrase Malcolm Forbes, you 
can be really nice to a wealthy relative right before they die. The second 
path to acquiring wealth is always in our power. It is about deferred 
gratification. What do we need versus what do we want? And what is the 
opportunity cost of our purchases? In short, what else can the money 
we are spending do for us?

In the following section, we attempt to define wealth (in our terms) 
and then lay out best practices for acquiring, protecting and 
distributing wealth.

Accumulating…

“ There are two ways not to suffer from poverty.  
The first is to acquire more wealth.  
The second is to limit your requirements.  
The first is not always within our power,  
but the second is always in our power.”

 —Leo Tolstoy

HappinessMeans

Choice Freedom
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Dr. Seuss wrote, “You have brains in your head. You have feet in your 
shoes. You can steer yourself in any direction you choose. You’re on your 
own. And you know what you know. And YOU are the one who’ll decide 
where to go.” As you decide where to go, here a few matters to consider.

Getting 
Started

“ You have brains in your head. You have feet in your shoes. You can steer  
yourself in any direction you choose. You’re on your own. And you know what 
you know. And YOU are the one who’ll decide where to go…”

 —Dr. Seuss
6
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There is no magic number for financial security and happiness. It’s all relative. 

Consider an interesting analogy corresponding income to altitude (measured in 
floors by the Burj Khalifa, the world’s tallest building) put forth by the Brookings 
Institute to visualize what it means to be in the first percentile of U.S. income earners.

Being in the first percentile of income earners sounds pretty good, right? Sure it 
does, especially when you compare it to the median income of the U.S. If the top 
1% of income earners are on the top floor of the Burj Khalifa then the U.S. median 
income earners are on the 13th floor and the world median income earners are on 
the second floor. The view can look pretty good from up there! 

Now consider if Packers quarterback Aaron Rodgers and his $22 million per year 
income is on the top floor. The one-percenters are now on the fourth floor. The view 
suddenly isn’t as good.

But if Oracle founder Larry Ellison is on the top floor then Aaron Rodgers falls to the 
6th floor and the one-percenters are deep in the basement.

If Mark Zuckerberg and his $5 billion 2016 income is on the top floor then Larry 
Ellison is on the 18th floor. Aaron Rodgers joins the one-percenters in the basement.

Again, it’s all relative. There is no magic number. 

Wealth? It’s All Relative
“Wealth after all is a relative thing since he that has little and wants less is richer than he that has much and wants more.” —Charles Caleb Colton

Annual income measured in floors of the Burj Khalifa, the world’s tallest building

If Aaron Rodgers 
is on the top floor
• $22,000,000

The top 1% 
($600,000) is  
on the 4th floor

Top 1% is on  
the top floor:
• $600,000
• 160th floor

Top 10%
• $160,000
• 35th floor

Median
• $50,000
• 13th floor

World Median
• $10,000
• 2nd floor

If Larry Ellison is 
on the top floor
• $550,000,000

Aaron Rodgers 
($22,000,000) is 
on the 6th floor

If Mark Zuckerberg 
is on the top floor
• $5,000,000,000

Larry Ellison 
($550,000,000) is 
on the 18th floor

Source: Brookings Institute, 12/31/16. Dubai’s Burj Khalifa is 2,717 feet tall. 7
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When people are asked what money means to them they often say words 
like freedom, security, and independence. Money can afford us the 
opportunity to do what we most want to do.

Wealth can therefore be measured in time. The amount of money that 
you have divided by your monthly expenses equals your amount of time 
or independence, measured in months.

Measuring Wealth in Time
“Wealth is not about having a lot of money. It’s about having a lot of options.” —Chris Rock

Wealth can be measured in time

TimeSavings Costs per Month
÷ =1

$20,000 ÷ $5,000 =

Month 
Financial Cushion

4
Month 

Financial Cushion

$50,000 ÷ $5,000 =

10
Month 

Financial Cushion

$100,000 ÷ $5,000 =

20
Month 

Financial Cushion

$1,000,000 ÷ $5,000 =

200
Month 

Financial Cushion

$10,000,000 ÷ $5,000 =

2,000

Slide is for illustrative purposes only. 8
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Invest in Yourself. Your Best Asset Is Your Own Self
“When I travel around the country, meeting with students, business people, and others...I am occasionally asked for investment advice...I know 
the answer to the question and I will share it with you today: Education is the best investment.” —Ben Bernanke

Formal education
Median lifetime earnings by highest educational attainment

Lifelong learning

$

Professional
Degree

Bachelor’s
Degree

High 
School
Diploma

No High
School 
Diploma

Lifetime Earnings

$973,000

$1,304,000

$2,268,000

$3,252,000

Source: George Washington University, 12/31/16. All dollars in 2009 real U.S. dollars. 9

Investing in yourself is one of the best returns on investment you can have. 

Whether it’s investing in your education, in learning a new skill, in 
developing yourself personally or professionally, or hiring a coach, 
you need to give to yourself before you can begin making valuable 
contributions to your family, your organization and society. Advanced 
formal education has proved to increase lifetime earnings but learning 
doesn’t end with the completion of formal education. 

Invest in yourself throughout your career. Just like there are no more 
switchboard operators, lamplighters, gandy dancers, or buggy whip 
manufacturers anymore, your job or business can also become 
automated or obsolete. Embrace lifelong learning as you consistently 
reinvent yourself and the skills/services that you provide. 
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Start Young
“ Money, says the proverb, makes money. When you have got a little, it is often easy to get more. The great difficulty is to get that little.”  
—Adam Smith

Growth of $12,500 Annual Investment* by Starting Age End Sum at Age 65

$2,063,096
Jane ended up with more retirement savings, 
because she started saving at age 25.

$499,909
Susan would need to save an additional $40,087 
annually, in order to match Jane’s early start.

$187,146
Chris would need to save an additional $125,300 
annually, in order to match Jane’s early start.

John would need to save an additional $11,829 
annually, in order to match Jane’s early start.

$1,060,021

Age 55

Age 45

Age 35

Age 25

Earned $685,021

Contributed $250,000

Earned $249,909

Contributed $125,000

Earned $62,146

Earned $1,563,096

Contributed 
$375,000

Contributed 
$500,000

Jane

John

Susan

Chris

* Assumes a 6% annual return on investments through age 65. 
Slide is for illustrative purposes only. 10

Families should set aside money for investment as early and as often  
as possible.

In the above example, we highlight a 25-year old who is investing $12,500 
per year in hypothetical investments returning 6% per year. By age 65, 
our 25-year old will have contributed $500,000 into her investment 
account but will have earned $1,563,096 in investment returns for an end 
sum of $2,063,096. 

But what if she started later in life? Not only will her total contributions 
be smaller but her earned returns will be smaller as well. In fact, if she 
doesn’t start until she is 45 years old then she would have to invest an 
additional $40,087 per year to catch up to her 25-year-old self. 

In short, start young and invest often.
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We are a nation of consumers. With apologies to baseball, it is our 
national pastime. But when is enough, enough? The humorist Will Rogers 
once quipped, “Too many people spend money they haven’t earned to 
buy things they don’t want to impress people they don’t like.” We all know 
people like this, and to some of us Rogers’ jibe might hit a little too close 
to home.

Deferred gratification is the ability to resist the temptation for an 
immediate reward and wait for a later reward. It is the most important 
element in accumulating wealth.

 Deferring  
 Gratification

“ Too many people spend money they haven’t earned to  
buy things they don’t want to impress people they don’t like.”

 —Will Rogers

11
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There is a difference between rich and wealthy. Chris Rock articulated 
this best: “Wealth is passed down from generation to generation. Rich 
you can lose with a crazy summer.”

History is littered with cautionary tales of people who have earned 
substantial sums of money in relatively short periods of time only to blow 
it all in a similarly short period of time. In the chart above we highlight 
famous athletes and entertainers such as Allen Iverson and Nicholas 
Cage who have gone broke. Cage famously bought a private island, 
a Gulfstream jet, the Shah of Iran’s Lamborghini, a shark, a crocodile, 
an octopus, two albino king cobras, a Tarbosaurus skull, and the first 
Superman comic. In one study of Florida lottery winners, 70% of them 
had spent every last dime of their jackpot within five years of winning. 

For the wealthy it is not about their income. It is about what they do with 
the income. These predominantly self-employed people who primarily 
are first generation affluent enjoy budgeting, living below their means, 
and investing nearly 20% of household realized income each year.

The Difference Between Rich and Wealthy
“I’m not talking about rich. I’m talking about wealthy…Wealth is empowering…Wealth can uplift communities…Wealth is passed down from  
generation to generation…Rich you can lose with a crazy summer…” —Chris Rock

Rich: It’s all about income Wealthy: It’s all about what you do with your income

Age (average): 57 years old

Relationship status: Married

Children: 3

Professions: Self employed (66%)

Average annual taxable income: $247,000

Average household net worth: $3.7 million

Average home value: $320,000

Education: College degree and beyond

Dislikes

Profligate spending: We believe  
that charity begins at home.

No margin for error: We have  
accumulated enough wealth to live  
without working for 10+ years.

Laziness and excuses: We are 
first generation affluent. 80% of us 
worked our way up.

The millionaire couple next door

Likes

 Living below our means: We wear  
inexpensive clothes and drive older cars.

Budgeting: We are very conservative  
with our money.

Education: We spend heavily on the  
education of our offspring.

 Investing: We invest nearly 20% of our 
household realized income each year.

Nicholas Cage
$150M

Lifetime Earnings

Lindsay Lohan
$20M

Lifetime Earnings

Mark Brunell
$50M

Lifetime Earnings

MC Hammer
$50M

Lifetime Earnings

Allen Iverson
$200M

Lifetime Earnings

Curt Schilling
$115M

Lifetime Earnings

Bankruptcy

Bankruptcy

Bankruptcy

Bankruptcy

Bankruptcy

Bankruptcy

Source: Forbes, 12/31/16. For illustrative purposes only. 12
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All of the expenses add up. $3 per day for coffee for each adult in the 
household may not sound like a lot, but $2,180 a year does. Lest we only 
pick on coffee buyers, let’s turn our attention to gym memberships. It costs, 
on average, $66 each per month for both adults to have gym memberships 
or $1,600 per year but it is estimated that 67% of people with gym 
memberships never use them. Don’t even get us started on lottery tickets.

It all matters. Little expenses over time become unrecognized big expenses.

Beware of Little Expenses
“Beware of little expenses. A small leak will sink a great ship.” —Benjamin Franklin

Annual Expenses per Household

Coffee $2,180

Gambling $800

Wasted Energy $2,950

Cable TV $1,240

Credit Card Interest $2,750

Fast Food $990

Alcohol $760

Gym Membership $1,600

Wasted Food $2,115

Lottery Tickets $600

Average yearly income  
in the United States.

$50,756
Average yearly amount  
wasted on little expenses!

$8,000 or 16%

Sources: Bureau of Labor Statistics and USA Today, 12/31/16. 13
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Every Purchase Has an Opportunity Cost
“In economics, one of the most important concepts is opportunity cost—the idea that once you spend your money on something, you can’t 
spend it again on something else.” —Malcolm Turnbull

The Opportunity Cost of Drinking a Small Coffee Every Day (Ingest) vs. Investing that Money*

$2.95 
per day

–$5,384

$6,206

–$10,768
–$21,535

–$43,070

$14,576

$41,095

$177,128

–50,000

0

50,000

100,000

150,000

$200,000

40 Years20 Years10 Years5 Years

Ingest Small Coffee

Invest Money Instead

* Investing assumes a 6% market return. 6% market return is based on a hypothetical mathematical example, not the performance of any market.
Slide is for illustrative purposes only. 14

Every purchase has an opportunity cost—once you spend your money 
it is gone; you can’t use it again for something else.

Let’s consider the coffee example again. $2.95 per day doesn’t sound 
like a lot. But in 5 years you will have ingested over $5,000 worth of 
coffee. In 20 years, over $20,000 and in 40 years over $40,000. That’s a 
lot of money for something that is (A) not necessarily a necessity (many of 
you will disagree) or (B) can be made at home for a fraction of the cost.

What if you invested the $40,000 of coffee money instead of ingesting 
the coffee? Over 40 years, assuming a hypothetical 6% annual return 
on investment, $2.95 invested in the market each day would amount 
to $177,128! With that kind of money, you are half way to being able to 
franchise a Starbucks yourself.

6% market return is based on a hypothetical mathematical example, not the performance of any market.
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$18,500

The Bigger the Purchase, the Bigger the Opportunity Cost
“Intelligent people make decisions based on opportunity cost.” —Charlie Munger

How to Spend $100,000...Buy a Car and Invest the Rest

$468,358

$326,870

$97,774

0

100,000

200,000

300,000

400,000

500,000

$600,000

30252015105

$496,180

Average life expectancy of a car

Years$83,940

$46,310

$23,070

Source: Kelly Blue Book, 12/31/16. For illustrative purposes only. Assumes a 6% per year market return. 6% market return is based on a hypothetical mathematical example, not the performance of any market. 15

The bigger the purchase, the bigger the opportunity cost.

If you ask people what they would do with $100,000, many respond that 
they would buy a nice car. While they may look nice driving it, it is not 
necessarily the best financial decision. 

In the example above, we spend a portion of the $100,000 on the four 
cars at four different price points and invest the rest. Again we assume 
a 6% annual return on investment.

•  In the instances where we spent only $18,500 or $23,000 on the 
car and invested the rest in a hypothetical investment returning 6% 
annually, we end up with over $450,000.

•  As for the $84,000 sports car, it may feel good in the moment but 
its purchase enables us to only invest $16,000 in the market. After 
30 years that $16,000 grows to $97,000 while the sports car has 
been in the junkyard for years. 

6% market return is based on a hypothetical mathematical example, not the performance of any market.
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Principal Interest

Pay Statement
Balance

Pay $100/Month Pay Credit Card 
Minimum

$1,511

$1,096$1,000

0

400

800

1,200

$1,600

Annual Earnings and Unemployment Rates by Educational Attainment2

Example: Better Debt
Characteristics
• Investment for the future
• Potentially beneficial to your wealth
• Lower interest rates

There Is Bad Debt and There Is Better Debt
“ I’ll gladly pay you Tuesday for a hamburger today.” 
—J. Wellington Wimpy 

  “ An investment in knowledge pays the best interest.”  
—Benjamin Franklin

Purchase $1,000 Television with Credit Card1

Example: Bad Debt
Characteristics
• Revolving monthly credit you can’t afford
• Detrimental to your wealth
• Higher interest rates

Professional
Degree

Bachelor’s
Degree

High School
Diploma

No High
School Diploma6.5% $27K

$37K

$61K

$95K

4.6%

2.5%

1.5%

Unemployment 
Rate

Annual 
Earnings

1. Assumes 18.9% interest and minimum payment of $40/month.
2. Source: Bureau of Labor Statistics, 3/31/18. 16

A simple adage is only buy things that you can afford. It’s not always that simple but 
be careful when borrowing money. There is a big difference between bad debt and 
better debt.

Bad debt is incurred when you buy things you can’t afford at high borrowing costs. 
An example of bad debt is borrowing money to buy the new great television. 

• A $1,000 television purchased with cash costs $1,000 plus tax. 

• If you agree to pay $100 a month for 10 months the total cost will equal $1,096. 

•  If you only pay the credit card minimum of $40 a month and pay the interest on 
the rest of the balance, by the time you pay it off the television will have cost you 
$1,511. There are better things to do with that $511 than pay interest on a credit 
card balance.

Better debt is incurred when you invest in yourself or your future. A classic example 
of better debt is student loans, because they typically “pay off” in the future.
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Protect Your Credit Score
“It’s amazing how fast later comes when you buy now.” —Milton Berle

30-Year Fixed Rate Loan 5-Year Car Loan

Loan Value: $250,000 Loan Value: $20,000

Credit Ranges
APR for 
Home 
Loan

Total  
Interest 
Paid

Credit Ranges
APR  
for Car 
Loan

Total  
Interest  
Paid

800+
Exceptional  
borrower ● 3.73 $166,242 

800+
Exceptional  
borrower ● 2.63% $821

740–799
Very  
Dependable ● 3.96 $177,653 

740–799
Very  
Dependable ● 3.60% $1,129

670–739
Good credit ● 4.35 $198,137 670–739

Good credit ● 6.42% $2,041

580–669
Risky: Approved at 
high interest rate ● 5.33 $251,340 

580–669
Risky: Approved at 
high interest rate ● 10.71% $3,473

579 or less
Very risky: Credit 
hard to obtain ● Not  

available
Not  
available

579 or less
Very risky: Credit 
hard to obtain ● Not  

available
Not  
available

How a FICO Score Breaks Down

30%
Amounts

Owed

35%
Payment

History

10%
Credit Mix

15%
Length of
Credit History

10%
New Credit

Source: Myfico.com and Bloomberg, 12/31/16. 17

It can be very costly to not protect your credit score. A credit score is 
a rating assigned to all borrowers that is used to help lenders predict 
consumer behavior, such as how likely someone is to pay their bills on 
time or whether they are able to handle larger credit lines. Your credit 
score is compiled based on a number of factors.

Why does your credit score matter? It will affect your borrowing cost at 
a future date. For example, an exceptional borrower with an 800+ credit 
score will pay interest of $166,242 on a $250,000 30-year home loan 
at 3.73%. On the same loan, a risky borrower with a 580 credit score 
will pay interest of $251,340. That’s 85,000 reasons to protect your 
credit score!



Protect Your Credit Score
“It’s amazing how fast later comes when you buy now.” —Milton Berle

30-Year Fixed Rate Loan 5-Year Car Loan

Loan Value: $250,000 Loan Value: $20,000

Credit Ranges
APR for 
Home 
Loan

Total  
Interest 
Paid

Credit Ranges
APR  
for Car 
Loan

Total  
Interest  
Paid

800+
Exceptional  
borrower ● 3.73 $166,242 

800+
Exceptional  
borrower ● 2.63% $821

740–799
Very  
Dependable ● 3.96 $177,653 

740–799
Very  
Dependable ● 3.60% $1,129

670–739
Good credit ● 4.35 $198,137 670–739

Good credit ● 6.42% $2,041

580–669
Risky: Approved at 
high interest rate ● 5.33 $251,340 

580–669
Risky: Approved at 
high interest rate ● 10.71% $3,473

579 or less
Very risky: Credit 
hard to obtain ● Not  

available
Not  
available

579 or less
Very risky: Credit 
hard to obtain ● Not  

available
Not  
available

How a FICO Score Breaks Down

30%
Amounts

Owed

35%
Payment

History

10%
Credit Mix

15%
Length of
Credit History

10%
New Credit

Source: Myfico.com and Bloomberg, 12/31/16. 17



Speaker Notes

Now that we have acquired a few dollars, how do we invest them?

“ Someone is sitting in the shade today because someone planted  
a tree a long time ago.”

 —Warren Buffett

Investments 101

18
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Speaker Notes

You don’t have to be 
safe to succeed

Create an emergency 
fund

Seek professional 
advice

Beware of hot tips

Automate your  
investments

Diversify your  
investments

Minimize taxes

Investments 101: Top Investment Rules
“A goal without a plan is just a wish.” —Antoine de Saint-Exupery

21 3 4

5 6 8Have a plan and  
stick to it7

Slide is for illustrative purposes only. 19

Here are some investment rules of thumb.
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The Risk of “Safe Assets” Is that You Might End Up Running in Place
“How many millionaires do you know who have become wealthy by investing in savings accounts? I rest my case.” —Robert Allen

Running in place Improving your position Scaling new heights

Certificate of deposit rate 2%

Inflation 2%

Your real return 0%

$100,000 ➞ $100,000

10 Year U.S. Treasury 4%

Inflation 2%

Your real return 2%

1995–2016 
(Actual real returns on $100K)

$100,000 ➞ $154,598

U.S. equities 8%

Inflation 2%

Your real return 6%

$100,000 ➞ $320,714

Sources: Bankrate.com, U.S. Treasury, and Standard & Poor’s. Rates of return and inflation are derived using the averages from 1995 to 2016. U.S. equities are represented by the S&P 500 Index. Past performance does not guarantee future results. 20

Sam Ewing, a former major league baseball player, said, “Inflation is when 
you pay $15 for the $10 haircut you used to get for $5 when you had hair.” 
Translation: the price of many goods and services goes up over time. Over the 
past 20 years, the typical consumer basket has risen in price by 2% per year. 

•  An investment in a certificate of deposit (CD) yielded, on average, 2% over 
the past 20 years. If your investment only matches the rate of inflation then 
your standard of living isn’t rising. You are in essence running in place on a 
proverbial treadmill. Worse yet, if your investment returns are below the rate 
of inflation, then you’re in essence growing poor slowly.

•  To potentially improve our positions we may want to consider investing 
in assets with yields or returns that have historically outpaced the rate of 
inflation. For example, over the past 20 years, 10-Year U.S. Treasury bonds 
have yielded, on average, 4% for a real return (nominal return minus inflation) 
of 2%.

•  If we seek to scale new heights, then we have to consider growing our asset 
base by potentially higher real returns. For example, over the past 20 years, 
the average annual return on U.S. equities has been 8%, or a real return of 
6%. A $100,000 investment in 1997 in U.S. equities with a real return of 6% 
had grown to $320,000 by 2016.
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One of the best ways to get money into the market is to simply automate 
your investments. If you automatically deposit a certain percentage of 
your paycheck to your savings, 401(k), and other investments:

A) You are paying yourself first before you pay your bills.

B) You won’t be tempted to spend the money. Out of sight, out of mind.

C)  You will have more time in the stock market. Remember, money has 
time value. Also you will not allow your emotions or specific life events 
to prevent you from making contributions. The contributions will 
already have happened.

The example compares bi-weekly contributions into the market (the 
green line) with annual contributions (the black line). In the case of the 
latter, five years were missed as a result of various expenses (wedding, 
home purchase, first child, or “spooked” twice in the 2000s out of making 
the annual investment). The results speak for themselves. The automated 
bi-weekly investment outperforms by a considerable margin.

–200,000

0

200,000

400,000

600,000

800,000

1,000,000

1,200,000

1,400,000

$1,600,000

19
79

19
80

19
81

19
82

19
83

19
84

19
85

19
86

19
87

19
88

19
89

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

Bi-Weekly Contributions   Year-End Contributions (With 5 Years Missed for Various Reasons)

$1,443,503

$992,789

Automate Your Investments
“Good habits, which bring our lower passions and appetites under automatic control, leave our natures free to explore the larger experiences of 
life. Too many of us divide and dissipate our energies in debating actions which should be taken for granted.” —Ralph W. Sockman

Reasons to Automate Contributions:

Out of Sight, Out of Mind Time in the MarketPay Yourself First

Slide is for illustrative purposes only.
Source: Bloomberg, 12/31/16. Assumes a 10% savings rate of a $35,000 a year salary beginning in 1980. Bi-weekly contributions assumes 10% of each paycheck vs. once a year contributions of 10% of $35,000 on the last day of the year. All contributions are 
pre-tax and all returns are market based on the S&P 500 Index over a 35-year time horizon (age 30–65). Past performance does not guarantee future results. 21
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The longer you own an asset class the more likely it will exhibit the 
characteristics for which you bought it. Too often investors buy and sell 
investments before giving them the chance to perform as would be 
expected. They like equities today only to like bonds tomorrow when 
bonds are outperforming. Next week they prefer large-cap stocks only to 
favor small-cap stocks next month when small-cap stocks are winning. 
Chasing performance is a fool’s errand.

If you like the historical performance characteristics of an asset class then 
it is best to maintain exposure to that asset class for the long term. You’ll 
notice that in the short term there is a higher probability that cash will 
outperform bonds or bonds will outperform stocks than over the long term. 
Over any 10-year period going back to 1926, bonds outperformed 
cash 100% of the time, stocks outperformed bonds 86% of the time, 
and small-cap stocks outperformed large-cap stocks 86% of the time. 
Be consistent. It works.

The Longer You Own an Asset, the More Likely It Will Exhibit the Characteristics  
for Which You Bought It
“In the short run, the market is a voting machine, but in the long run it is a weighing machine.” —Benjamin Graham

Rolling Monthly Periods (1925–2016)

Percent of time U.S. Treasury bonds  
outperform cash-like instruments

Percent of time large-cap stocks  
outperform U.S. Treasury bonds

Percent of time small-cap stocks  
outperform large-cap stocks
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Sources: Morningstar Direct and Ibbotson Associates, 12/31/16. Stocks are represented by the S&P 500 Index and U.S. Treasury Bonds are represented by the Bloomberg Barclays U.S. Treasury Index. Past performance does not guarantee future results. 22
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The journey to financial literacy and health is never ending. Each stage 
of our lives will present us with a unique set of challenges. The following 
sections consider the different issues and challenges we may face as we 
approach many of life’s milestones.

The Big 
Decisions

“ My life didn’t please me, so I created my life.”
 —Coco Chanel

23
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Financial Checklist for Married Couples
“In my house I’m the boss, my wife is just the decision maker.” —Woody Allen

Get Finances in Order

  Create a realistic budget

  Reduce or eliminate bad debt

  Establish an emergency fund

  Determine joint or separate accounts

Updates

   If changing name, update driver’s  
license, passport and other documents

   Consider making your spouse the  
beneficiary on all accounts

   Review your health insurance and  
be sure it covers relevant medical  
expenses (i.e., prenatal care)

   Consider updating your tax filing  
options (W-2 tax exemptions)

New Considerations

  Create a will

  Purchase life and disability insurance

Slide is for illustrative purposes only. 24

Here’s a checklist for married couples.

1. Get your finances in order.

2.  Update important documents. Consider making your spouse the beneficiary 
on all accounts.

3. Create a will. Purchase life and disability insurance.
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Financial Checklist to Prepare for a New Baby
“Every night before I get my one hour of sleep, I have the same thought: ‘Well, that’s a wrap on another day of acting like I know 
what I’m doing.’ Most of the time I feel entirely unqualified to be a parent. I call these times being awake.” —Jim Gaffigan

Pre-delivery planning

  Understand your health insurance and anticipate costs
• Prenatal care
• Childbirth classes
• Maternity clothes
• Crib
• Car seat
•  Hospital costs (Group private insurance plans  

generally cover costs)

  Plan for maternity/paternity leave
•  Understand your companies’ policies and  

your state’s laws
  Draft your baby budget
•  Expenses in first years can be between  

$10,000 and $20,000/year*

  Choose a pediatrician within your insurance network

  Start a rainy day fund

While in the hospital

  Order a birth certificate and Social Security card

First 30 days

  Add your child to your health insurance

  Plan for child care

  Open college savings 529 plan

Beyond the first month

   Adjust your beneficiaries (life insurance/retirement 
accounts)

  Buy disability insurance

  Write or adjust will

  Fund retirement accounts

* Source: Parenting.com.
Slide is for illustrative purposes only. 25

Here’s a checklist to consider as you prepare to welcome your baby:

•  Pre-delivery: Understand your budget and anticipate costs. Plan for maternity/
paternity leave. Choose a pediatrician. Start a rainy day fund.

•  While in the hospital: Order a birth certificate and Social Security card.

•  First 30 days: Add your child to your health insurance. Plan for child care. Open 529 
college savings plan.

•  Beyond the first month: Adjust your beneficiaries on your insurance/retirement 
accounts. Buy disability insurance. Write or adjust will. Fund retirement accounts.

Speaker Notes
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Should I Rent or Buy?
“Ask five economists and you’ll get five different answers—six if one went to Harvard.” —Edgar Fiedler

Rent    $             per month

$            per year
$            per year

Pay Rent
Interest

Tax Deduction

Property Tax

Maintenance

Invest the Rest

Net Cost

Buy               $             purchase price

Borrow    $             at             %

RENT BUY

$             at             % = $            

$             at             % tax rate = $            

$             at             % = $            

$            

Net Cost $             per year

$             per year

Slide is for illustrative purposes only. 26

Should I rent or buy a house? Here again, it depends.

It is not as simple as comparing the monthly rental fee with the monthly 
mortgage rate. There is more involved.

•  Rent: First, can you find a house that you want in a neighborhood that 
you desire that is available to rent? Often that is easier said than done. 
Next, are you okay with potentially having to move out of the home 
should the landlord decide to sell the property, raise the rent, or rent 
to another occupant? The benefit of renting, unlike with buying, is that 
you do not have to put 20%–30% down on the mortgage. This money 
is available to you to earn interest or invest in the market. Consider your 
potential rate of return on that money when determining your net cost 
per year.

•  Buy: Buying offers you stability (you don’t have to move unless you 
choose to) and the ability to own an asset when you have paid off the 
mortgage. Buying comes at a high cost. Unlike with renting, you are 
going to have to put 20%–30% down. There is an opportunity cost to 
that money. Also, you have to pay interest and principal plus property 
tax and any inevitable maintenance costs. All should be considered 
when determining the expected net cost per year of buying.
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Buying a Home: Buyer’s Guide
“There’s no place like home.” —Dorothy Gale

Line up the down payment
•  20%–30% of the home price 

Find an agent

Search for a home

Make an offer
•  Base offer on at least three houses that 

have sold recently in the neighborhood

Secure a loan

Get an inspection

Enter contract and have lawyers review
•  Deal is contingent on: 

1. Obtaining a mortgage 
2.  Passing a home inspection

Set a budget
•   Monthly payments ≈ 25%–35% of monthly income  

— Principal, interest, taxes, and escrow program

Get a credit report

Close the deal 

9
10

8
7

6
5

4
3

2

1

Slide is for illustrative purposes only. 27

Here’s a checklist for buying a home.

•  Be careful to not become house poor. A general rule of thumb is that your 
monthly house payment (principal, interest, taxes and escrow) should be 
roughly 25%–35% of your income.

•  Prepare to have 20%–30% of the home price available for a down payment.

•  Make an offer based on three houses that have sold recently in the 
neighborhood.



Buying a Home: Buyer’s Guide
“There’s no place like home.” —Dorothy Gale

Line up the down payment
•  20%–30% of the home price 

Find an agent

Search for a home

Make an offer
•  Base offer on at least three houses that 

have sold recently in the neighborhood

Secure a loan

Get an inspection

Enter contract and have lawyers review
•  Deal is contingent on: 

1. Obtaining a mortgage 
2.  Passing a home inspection

Set a budget
•   Monthly payments ≈ 25%–35% of monthly income  

— Principal, interest, taxes, and escrow program

Get a credit report

Close the deal 
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Speaker Notes

Should I Pay Off My House or Invest the Money in the Stock Market?
“ Will this market pick up? I tend to take a different perspective. I keep getting asked by reporters, “Is this the bottom? Is this the turning point?” 
And I’m wondering what they’re asking about. It sounds implicit in their question that they think that there’s going to be a day soon and then it’s 
going to zoom up again.” —Robert Shiller

Real U.S. Home Prices 
10-Year Rolling Monthly Price Changes

Real U.S. Equity Prices
10-Year Rolling Monthly Price Changes
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Source: Bloomberg, 12/31/16. Home prices are represented by the Case Shiller Home Price Index and U.S. equity prices are represented by the S&P 500 Index. Past performance does not guarantee future results. 28

Should you pay off your house now or instead invest the money in the 
stock market?

•  For starters, it depends on your interest rate. Historically, the average 
annual return in U.S. equities is 8.6%. If your mortgage rate is anything 
below 8.6% then you might consider investing the money in the stock 
market rather than parking the money in your house.

•  National home prices have barely risen in the past 40+ years. With the 
exception of the boom and bust period in the mid-1990s to late-2000s 
culminating in the 2008 financial crisis, home prices have done very 
little. U.S. equities by comparison have performed well and typically 
outperform home prices over most periods.

If you have money saved, don’t necessarily rush to pay off your home, 
particularly given today’s low rates. It will likely be more beneficial to 
invest the money in the equity market.
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Speaker Notes

Building financial health is not only about acquiring wealth, it is also about 
protecting wealth.

“ …you have to protect yourself at all times.”
 —Floyd Mayweather

Protecting…
HappinessMeans

Choice Freedom
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Speaker Notes

Households have to prepare against three major contingencies that can 
devastate the finances of the household:

1.  You can break down on the journey. Where will your income come 
from if you can no longer work? Do you have disability insurance?

2.  You can die too soon. How prepared is your estate? Have you written 
a will or a trust? How much life insurance do you have? Does your 
spouse or next of kin know where your assets are or how big are your 
liabilities?

3.  You can live too long. Do you have enough money saved? What 
happens if you need full-time care? Can you afford to live in an 
assisted living facility?

Estate Planning: Major Components
“Live as if you were to die tomorrow. Learn as if you were to live forever.” —Mahatma Gandhi
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Speaker Notes

The basic rule for all kinds of insurance is: Bear the risks that you can 
afford, insure the risks you can’t afford.

•  You can afford to lose jewelry. You can’t afford to lose your home in a fire.

•  You can afford to replace broken glasses. You can’t afford months of 
medical bills if you contract a rare disease.

•  You don’t need to buy collision insurance on your dilapidated car. You 
need to buy insurance on your life to care for your family in case of an 
untimely demise.

Be prepared like the soldier with the shield. Don’t be the over-insured 
person sealed in bubble wrap.

Insurance
“To be prepared is half the victory.” —Miguel De Cervantes

Bear the Risks You Can Afford Insure the Risks You Can’t Afford

Disability 
Your future income

Life 
Your family’s well being

Medical 
Your health

Property 
Your house and land

Business 
Your future income

Your potential liabilities

Pet  
Insurance

Collision Insurance 
on an Old Car

Lost  
Jewelry

Broken 
Glasses
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Speaker Notes

Now that you have acquired, invested, and protected your wealth it may 
be time to consider retirement, or not. A recent Gallup poll found that 
74% of adults now plan to work past retirement age, up from 14% in 1995. 
Regardless, the following pages detail things to know as you approach 
retirement age.

“ You are never too old to set another goal or to dream a new dream.” 
—C.S. Lewis

The 
Retirement 
Years

32
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Speaker Notes

How Much of Your Earnings Will Be Replaced by Social Security?
“We can never insure one hundred percent of the population against one hundred percent of the hazards and vicissitudes of life.
But we have tried to frame a law which will give some measure of protection to the average citizen…against the loss of a job and 
against poverty-ridden old age.” —Franklin Roosevelt

Retired Worker Age 65, 2017

53%
$11,120

40%
$18,320

33%
$24,290

25%
$32,244

Low
$20,830

Medium
$46,290

High
$74,060

Maximum Taxable
$127,200

Earnings  
Level

Social Security 
Replacement  
Level

Source: Social Security Administration, 2017 Retirement Rates for Hypothetical Retired Workers. 33

Social Security is the commonly used term for the federal Old-Age, 
Survivors, and Disability Insurance program. It is funded primarily through 
payroll taxes, and benefits are paid out to retirees beginning at age 62 to 
70 depending on when they choose to start receiving them.

Social Security was never intended to be a retiree’s sole source of 
income, but rather a supplement to a retiree’s income. For those with 
modest incomes, Social Security will replace roughly 40%–50% of 
preretirement earnings. For those with higher incomes ($75,000+), 
Social Security will replace a third or less of preretirement earnings. 

The more you earn, the less Social Security replaces. In the example, 
a retiree with a preretirement income of $127,200, would receive $32,244 
per year, or 25% of their preretirement income.
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Speaker Notes

Bonds Are for Retirement… Right?
“The question isn’t at what age I want to retire; it’s at what income.” —George Foreman
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A $1,000,000 Nest Egg Invested for 30 Years in 100% Stocks, 100% Bonds and a 50/50 Mix. 
Assuming a 6% withdrawal rate

Source: Historical Returns from Morningstar Direct and Ibbotson Associates. Assumes a 6% withdrawal rate yearly. Morningstar Direct, 12/31/16. Index definitions can be found on page 39. Past performance does not guarantee future results. 34

The need for a fixed income and protection in retirement may lead 
investors to overweight bonds in retirement. Given today’s low interest 
rates and the potential for longer life expectancies, overweighting 
bonds may prove to be a bad strategy. Investors who are over-allocated 
to bonds may run the risk of running out of money. 

In the example we compare the returns of three different investment 
portfolios—100% stocks, 100% bonds, and 50% stocks/50% bonds—
over a 30-year time period. We assume a 6% withdrawal rate to fund 
needs in retirement. 

Results: The 100% bond portfolio risks running out of money over 
time. The 100% equity portfolio historically experiences more volatility 
but results in the highest total amount. The 50% stocks/50% bonds 
historically experiences less volatility than the equity portfolio and is still 
well funded after 30 years.

Some exposure to bonds may be appropriate for retirement but an over-
allocation to bonds while taking withdrawals from the account could result 
in a portfolio running out of money. 
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Speaker Notes

Now that you have built a legacy, it’s important to think about how to 
distribute that legacy to the next generation. Thinking ahead can make 
the difference when it comes to passing down not just assets, but values, 
to later generations and causes.

Distributing…

“ Create your legacy, and pass the baton.”
 —Billie Jean King

HappinessMeans

Choice Freedom
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Speaker Notes

Once the wealth has been created and protected then households need 
to develop a strategy for distributing the wealth to the next generation. 
The following questions need to be considered:

1.  How involved should the children be in the estate planning process? 
We believe that children should be involved in family financial decisions 
from a young age and should be attending estate and financial 
planning meetings by the time they are teenagers. The children are the 
future leaders of the family. Let’s prepare them for their future role.

2.  What are appropriate inheritances for our children? The answers will 
be different for all families. Here are a few suggestions: 

 •  Start by gifting your children $14,000 a year and see how they 
handle the windfall. Do they blow it or do they manage it correctly? 
Use it as a learning experience and provide guidance.

 •  Use incentive trusts rather than a large inheritance outright. Structure 
the trust to stipulate the accomplishments required such as earning 
an advanced degree, starting a business, or building a career to 
receive the money.

 •  Use the funds for a foundation or charitable cause. Defining a 
purpose for the wealth can be critical for wealthy families. Teach the 
family to view money as a tool for supporting a cause rather than an 
instrument for acquiring more “things.”

1. Focus on Values
“ The greatness of a (wo)man is not in how much wealth he acquires but in his (her) integrity and his (her) ability to affect those around  
him (her) positively.” —Bob Marley

What Is Most Important to Your Family?

Philanthropy Entrepreneurship

Creativity

Hard Work

Higher Education Frugality
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Speaker Notes

Wealth is not just financial. It is not only found in bank vaults or investment 
accounts nor can it be measured in the number of homes or material 
items possessed. It may sound cliché but for most people it is the quality 
of family relationships, the human assets that really matter.

The human assets are the people in our lives. Human assets are also the 
values and principles that guide our lives and made us who we are today. 
They are the unique stories and collective life experiences that formed 
across generations. Human assets include the skills our family members 
possess and our family’s collective interpretations of what constitutes 
happy and fulfilling lives. It is the governance framework used to make 
decisions that affect the entire family.

2. Nurture Your Family’s True Assets
“Human resources are the most valuable assets the world has.” —Eleanor Roosevelt

How Can You Guide and Support the Life Journey of Each Family Member?
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Speaker Notes

When structuring inheritances ask yourself this simple question:  
How wealthy do you want your children to be and when?

A few simple guidelines to follow include:

•  Promote self sufficiency.

•  Base inheritance on goals and not emotional needs.

•  Choose appropriate ages for your family members to receive 
inheritances instead of basing it solely on age.

•  Consider staggering the distribution over time to prevent large lump 
sums from being quickly depleted.

Don’t neglect warning signs that your beneficiaries are poor money 
managers and don’t leave so much money that it distorts ambitions.

Neglect warning signs that 
your adult children are poor 
money managers

Consider appropriate age 
(some may never be ready)

3. Structure Inheritances Appropriately
“I made my money the old-fashioned way. I was very nice to a wealthy relative right before he died.” —Malcolm Forbes

How Wealthy Do You Want Your Children to Be and When?

Do’s: Dont’s:
Base inheritance on goals,  
not emotional needs

Consider staggering  
distribution over time

Promote self-sufficiency

Rule from the grave—the terms 
of a trust should consider various 
possible future scenarios

Leave so much  
that it distorts  
ambition

Age
20

Age
30

Age
40

Age
50
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Index Definitions

The 10-Year U.S. Treasury Yield is generally considered to be a barometer for long-term interest rates.

The Alerian MLP Index is a composite of the 50 most prominent energy Master Limited Partnerships (MLPs).

The Bloomberg Barclays U.S. Aggregate Bond Index is an index of U.S. Government and corporate bonds that includes reinvestment of dividends.

The Bloomberg Barclays Aggregate Corporate Bond Index represents primarily investment-grade corporate bonds within the Bloomberg Barclays U.S. Aggregate Bond Index.

The Bloomberg Barclays Aggregate U.S. Treasuries Index represents public obligations of the U.S. Treasury with a remaining maturity of one year or more.

The Bloomberg Barclays High Yield Bond Index covers the universe of fixed rate, non-investment-grade debt. The JPMorgan GBI-EM Global Diversified Index tracks total returns for local-currency-denominated money market instruments in the emerging markets.

The Bloomberg Barclays Municipal Bond Index is a rules-based, market-value-weighted index engineered for the long-term tax-exempt bond market and includes bonds rated investment-grade by at least two of the three major rating agencies (Moody’s, S&P and Fitch).

SBBI U.S. Large Company Stock Index is an unmanaged index of stocks of large U.S. companies.

SBBI U.S. Long-Term Government Bond Index is an unmanaged index generally representative of the bond market.

SBBI U.S. Small Company Stock Index is an unmanaged index of stocks of small U.S. companies.

SBBI U.S. (30-day) Treasury Bills is generally representative of the rate of return on a savings investment.

The Russell 2000 Value Index measures the performance of those Russell 2000 companies with lower price-to-book ratios and lower forecasted growth values. 

The Russell Midcap Index measures the performance of mid-capitalization stocks.

The Russell Midcap Growth Index measures the performance of those Russell Midcap companies with higher price-to-book ratios and higher forecasted growth values. 

The Russell Midcap Value Index measures the performance of those Russell Midcap companies with lower price-to-book ratios and lower forecasted growth values. 

The S&P 500 Index is a market-capitalization weighted index of the 500 largest domestic U.S. stocks.

Shiller Home Price Index tracks changes in home prices throughout the United States. 

Treasury Inflation Protected Securities are generic U.S. Government inflation-index bonds.

The U.S. existing home sales median price tracks changes in residential property prices of existing single-family homes, condos and co-op sales. 

Indices are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict the performance of any investment. Past performance does not guarantee future results.
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These views represent the opinions of OppenheimerFunds, Inc. and are not intended as investment advice or to predict or depict the performance of any investment. These views are as of the open of business on September 30, 2018, and are subject to change based 
on subsequent developments.

Investing involves risk and the possible loss of principal. Mutual funds and exchange traded funds are subject to market risk and volatility. Shares may gain or lose value. Capital gains distributions are taxable as capital gains. 

Shares of Oppenheimer funds are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the principal amount invested.

This material is provided for general and educational purposes only, is not intended to provide legal or tax advice, and is not for use to avoid penalties that may be imposed under U.S. federal tax laws. OppenheimerFunds is not undertaking to provide impartial 
investment advice or to provide advice in a fiduciary capacity. Contact your attorney or other advisor regarding your specific legal, investment or tax situation.

Before investing in any of the Oppenheimer funds, investors should carefully consider a fund’s investment objectives, risks, 
charges and expenses. Fund prospectuses and summary prospectuses contain this and other information about the funds, 
and may be obtained by asking your financial advisor, visiting oppenheimerfunds.com or calling 1 800 CALL OPP (225 5677). 
Read prospectuses and summary prospectuses carefully before investing.
Oppenheimer funds are distributed by OppenheimerFunds Distributor, Inc. 
225 Liberty Street, New York, NY 10281-1008 
© 2018 OppenheimerFunds Distributor, Inc. All rights reserved.
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