PART FIVE

STUDENT OF WEALTH

BECOME A
STUDENT OF
WEALTH
“Formal education will make you
a living; self education will make
you a fortune.”
- Jim Rohn -

Part Five - Student of Wealth
You’ve made it more than halfway through the Wealth Series! We’ve already
covered ﬁnancial health, the reality check, retirement planning and saving
like crazy. Now you need to learn to become a student of wealth in order to
build it for yourself, because if you don’t, there’s no one else coming to save
you.
They don’t teach you about money in high school, most leadership books
don’t cover it, and apart from an accounting class here or there, it’s not
usually covered in college either. Therefore, in order to ﬁgure out the right
path for you, you need to make it your job to research and understand
topics like retirement, money management, savings, where to invest your
money, and how to legally reduce the amount of taxes you pay.
This might be your favorite lesson. It’s mine, because this content changed
my life. It helped me understand how easy it is over time to build real
wealth. Compound interest is the secret of the wealthy. Now it will become
a tool for you to use to build massive wealth.
For instance, if you could ﬁnd a way to save $400 per month and invest it
for 30 years, you would end up with over $1,000,000 dollars in your
retirement account. Use this lesson to do the math based on the numbers
you have already calculated in workbooks one through four.
I encourage you to read and learn more about building wealth, as it’s a
subject that pays dividends to those who take the time to understand it.

Ben Kinney
Ben Kinney Companies Founder
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Compound Interest
Deﬁnition =

on

.

It is the result of reinvesting interest, rather than paying it out, so that
interest earned in the next term is then earned on the principle sum and
any previously accumulated interest.

“Compound interest is the eighth wonder of
the world. He who understands it, earns it.
He who doesn't... pays it.”
- Albert Einstein -
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Compound Interest - A = P(1+R)t
A = Total money in account

P = Principle (initial investment)

R = Annual interest rate

t = Time invested

Example: $1,000 invested at 11% for 3 years
Initial Investment = $1,000
R = 11% rate of return
t = 3 years
Year One.
Year Two.
Year Three.

A = $1,000 principle balance + $110 in interest earned
A = $1,110 principle balance + $122.10 in interest earned
A = $1,232.10 principle balance + $135.53 in interest earned

Ending Balance = $1,367.63 ($1000 of initial investment plus $367.63 return)
These numbers may not change your life, but if you left that same $1,000
invested for 30 years that $1,000 would turn into $22,892.

“My wealth has come from a combination of
living in America, some lucky genes, and
compound interest.”
- Warren Buffett -
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Power of Compounding Interest
Let’s look at this another way. Ben, Chad and Bob all contributed $1,000 a
month for 10 years to an investment account with a compound interest
rate of 7%. Ben started saving at age 25 and stopped at age 35. Chad
started saving at age 35 and stopped at age 45. Bob started saving at age
45 and stopped at age 55.
Each person then let the money sit in their accounts until they turned 65.
By the time they were 65:
●
●
●

Ben earned $1,515,186
Chad earned $753,951
Bob earned $349,871

The lesson here is the amount of time invested matters. Compound
interest works when the investment account is allowed to grow without
any withdrawals.
Ben

Chad

Bob

Age
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How $1,000 Grows
In the chart below we look at $1,000 invested over time at different rates
of return. We learn here that rate of return and time invested both matter.
See what happens to $1,000 over time when you don't add another penny
and it is compounded monthly at various rates of return and over different
periods of time.

Get our Compound Interest Calculator at winmakegive.com
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The Effects of Compound Interest
Write down items that you often spend money on that are not required
to survive or to operate.
1. Daily (Products or Services that you buy more than once per week)
ITEM

FREQUENCY

COST

TOTAL

1.
2.
3.
4.
5.
2. Weekly (Products or Services that you buy approximately once a week)
ITEM

FREQUENCY

COST

TOTAL

1.
2.
3.
4.
5.
3. Monthly (Products or Services that you buy monthly or bi-monthly)
ITEM

FREQUENCY

COST

1.
2.
3.
4.
5.
TOTAL =
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$

TOTAL

Compound Interest Example
Here is where it starts to hurt. In the ‘Save Like Crazy” workbook, you
calculated how much you spend on optional items. In this exercise, look at
what $1,132 saved every month and invested at a 10% rate of return would
be worth over time. Then use the online compound interest calculators to
see how much you could earn if you invested instead of spending on
optional items each month.

Try the Compounded Value of Optional Expenses tool at winmakegive.com
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How Your Money Grows Annually
In the below worksheets you will be able to see what you would able to earn
over time based on a speciﬁc rate of return if you are starting with a balance
of zero and contributing monthly.
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Compound Interest: The Rule of 72
The Rule of 72 is a way to estimate how long it will take to
your _____________ ______________ .

_________

EQUATION
Years required to double investment = 72 / compound interest rate
PERCENT
1%
2%
3%
4%
5%
6%
7%
8%
9%
10%
11%
12%
13%
14%
15%
16%
17%

YEARS

PERCENT

72 years

18%
19%
20%
25%
30%
35%
40%
45%
50%
55%
60%
65%
70%
75%
80%
85%
90%

14.4 years

7.2 years

YEARS

3.6 years

1.8 years

0.9 years

The rule of 72 is a quick and easy way model. If you were getting a 15%
return, it would take you 4.8 years to double your money. Calculate how
long it would take if your rate of return was 18%.
72 / 18 =

years
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Food For Thought
-

S&P Index average annual return was 9.8% over the last 90 years.

-

The average DJIA annual return with dividends reinvested is around
9.9% over the last 30 years.

-

The average interest rate earned/charged over the last 50 years was
8.21%.

-

Business growth depends on industry, economy, and capital
invested. However, growth above 15% is considered rapid growth.

Get our Compound Interest Calculator at winmakegive.com
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Student of Wealth - Reﬂection
What is my biggest AHA from this Wealth Series lesson?

How much do I need to invest per month in order to fund my retirement
and at what average rate of return?

Compound interest works both ways. It’s either something you earn or
something you pay. Calculate your total cost of interest by looking at your
average credit card balance and your average credit card interest rate.

© Ben Kinney Training

Part Five Giveaway Question
For those of you participating in the giveaway, make sure to answer this
question and save it somewhere you can access later, as you will receive a
form at the end of the series with a question from each part. This is a
requirement for entering to win up to $5,000 to fund your retirement and
help you build wealth.

Question: (Use our compound interest calculator) what is the value
of $100 invested monthly with a 7% annual rate of return after 30
years? $________________

Preparation for Part Six
Get familiar with how a compound interest calculator works.

Make a list of all your current sources of income.

Find a copy of your tax return from last year so that you can prepare
for upcoming lessons.
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