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MARC	D.	LANGVA,	CFP®	

As a Work Optional Coach®, I work with clients to create their 

life’s vision, ensuring they enjoy the Work Optional Lifestyle® 

along the way, and ultimately ensure they maintain their Work 

Optional status. When clients hire Work Optional, Inc.® for 

coaching and portfolio management services, we immediately 

dig in to see how things have been going and where they are 

likely to end up. The clients we work with have worked for many 

years, saved diligently, and want their hard earned dollars to 

work just as hard for them. Unknowingly even the smartest 

investor’s portfolios may be under attack. This book addresses 

13 retirement killers as they represent a large percentage of 

investment planning failures. If you do not account for and 

become familiar with how to protect yourself, you may not 

achieve or maintain your Work Optional Status.®

	Secret	Retirement	Killers

http://www.workoptionaldate.com


	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	WELCOME

2COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM2COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM

1  Experts,	Guru’s	&	the	Media
“Wall	Street	is	the	only	place	that	people	ride	to	in	a	Rolls-Royce		

to	get	advice	from	those	who	take	the	subway.”	—Warren	Buffet

Most investment experts (investment bankers, 

analysts, brokers, professors), and the Media 

don’t actually have to live off their portfolios. 

Instead they have guaranteed pensions and 

golden parachutes that help support their Work 

Optional Lifestyle®; however you most likely 

don’t. You and I cannot afford to be investing in 

some of their theories. It looks good on paper, 

but the reality is it doesn’t perform in the real 

world. Peter Lynch, the manager of Fidelity 

Magellan Fund, said in a Worth magazine 

column, you can reliably get a 10% return 

off your portfolio of stocks allowing you to 

withdraw 7% a year, forever. 

Let’s say you worked all your life and retired 

in 2000 with a hard-earned $1,000,000 

portfolio. You decided to follow the “experts” 

advice and withdraw 7% per year. At the 

end of 2009, you would have approximately 

$57,109 left in your portfolio. Basically, you’d 

be bankrupt and going back to work. As 

you can see by the returns of the S&P 500, 

earning a reliable 10% year over year is not 

realistic. Its one thing to invest money, it’s 

quite another to live off it.

Most of these people make their money when 

you listen long enough so they can sell you a 

product or sell advertising in their magazines 

and tv shows. Keep in mind there is no free 

lunch, and there is no free advice. Everything 

has a sales angle, you need to figure out what 

it is and how it impacts you. 

Years ago while studying for my securities 

exam, the instructor talked about how the 

analysts (the people who recommend stocks) 

$1,000,000 initial investment and  
7% withdrawal rate

Year S&P Returns Portfolio Value

2000 -9.06% $845,742

2001 -12.02% $680,650

2002 -22.15% $472,072

2003 28.50% $508,322

2004 10.74% $475,669

2005 4.77% $413,338

2006 15.64% $381,328

2007 5.39% $311,150

2008 -37.02% $140,116

2009 17.07% $57,109
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RUNNING	HEADEREXPERTS,	GURU’S	&	THE	MEDIA

and the investment bankers (people who take a stock public) of a 

brokerage firm must be separate and not influence one another. A 

few years later while I was working as a trader I learned quickly 

what a joke that was. I’d hear an analyst from Goldman Sachs, 

UBS, Morgan Stanley, Merrill Lynch, etc. as a guest on CNBC 

glowing with glee showing various charts, graphs and touting 

a “very optimistic” outlook for this stock. The next thing you 

know, people are clamoring for the stock and guess what? The 

same firm’s traders were dumping millions of shares of the stock 

on the unsuspecting public and their clients. Just think about it, 

it’s a perfect pipeline for profit. 

In 2008, many of these same brokerage firms and insurance 

companies were essentially bankrupt and needed our tax dollars 

to bail them out. The most amazing part is many investors still 

have their money managed at these firms. These bozos can’t 

even manage their own business affairs; how do you think they’ll 

manage yours? 

Before acting on advice from media, experts, or guru’s you 

should ask yourself these questions: 

 ✔ What are their credentials? (And I don’t mean book 

education, I mean wisdom. Where are they on the road 

to Work Optional®, and how did they get there?)

 ✔ Is their money invested as they’re suggesting I invest my 

money? (This is doubtful) (ie. Do you own the variable 

annuity you’re trying to sell me?)

 ✔ How do they make their money? There is no such thing 

as free advice!

Asking and getting real answers to these questions is a great 

starting point. 
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2	Ignoring	Risk
“Optimism	means	expecting	the	best,	but	confidence	means	knowing	how	to		

handle	the	worst.	Never	make	a	move	if	you	are	merely	optimistic.”	—The	Zurich	Axioms

If you happen to lose 25% in your portfolio, how much return 

would it take to get all your money back? 25% right? Wrong! It 

takes a 33% return to get back to even. How about a 50% loss? 

It should take a gain of 50% to get all your invested dollars back, 

right? Wrong again! It will take a 100% return to get back to even. 

This is what I call irreversible damage; it’s something you can 

almost never recover from. I can’t tell you how many times I’ve 

heard investors saying, “Hey don’t worry, it’ll come back.” without 

realizing the dynamics involved. Imagine how many years it will 

take to make a 100% return. If you’re already living off of those 

investments, that is irreversible damage. In the following chapters 

you will see charts that depict just that. 

In many of life’s endeavors you get a chance to try again or a do 

over. However, investing is not one of them. You see, for most 

investors it wasn’t the low annual returns which killed them. It 

was just one or two mistakes that caused irreversible damage 

to their investments. If that damage is done in your 20’s, 30’s or 

Warren	Buffett’s		
two	rules	of	investing:	

Rule	#1.	Never	lose	money.

Rule	#2.	Never	forget	rule	#1

http://www.workoptionaldate.com
http://www.workoptionaldate.com


	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	WELCOME

5COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM5COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM

IGNORING	RISK

40’s you might be able to make up for it. However, if you’re close 

to or already enjoying Work Optional® when the damage is done 

you may very well experience irreversible damage and chances 

are that your portfolio may never recover. That can mean going 

back to work or lowering your standard of living. It’s a real shame 

after all those years of hard work to have to change your lifestyle, 

virtually overnight. 

When most people decide to invest in something they look at it 

from the stand point of how much can I make on this investment 

and how quickly can I make it? Before I decide to invest in 

anything, the main thing I look at is what’s the down side to 

this investment? I envision the worst case scenario happening, 

and then ask myself, “How do I feel about the investment now?” 

Many times I no longer have the same enthusiasm for the 

investment because if the worst case scenario should happen, 

the loss I may experience would be too much for me to handle. 

This is my gut check. I’ve put a chart together below and it’s a 

good gut check on what can happen when we experience a bad 

market. For instance, if I decide I’d like the opportunity to earn 

25%
loss experienced

$100,000 $75,000 $100,000

33% 
return needed to recover

50%
loss experienced

$100,000 $50,000 $100,000

100% 
return needed to recover
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IGNORING	RISK

a higher return, I’ll go to 80% stocks/20% bonds. I just reference 

my gut check chart and quickly determine that in order to get 

my higher return, I may have to experience my investments 

being cut in half at any given time. Since I’m not even remotely 

comfortable with that prospect, I say no thank you! Keep the 

return, I’ll keep my money. 

Bottom line here is do not ignore the risk to your investments. 

There are no do over’s.

GUT CHECK CHART

Bonds Stocks Possible Loss
$100,000 Investment, 
What’s your balance?

20% 80% 50% $50,000	

30% 70% 45% $55,000	

40% 60% 40% $60,000	

50% 50% 35% $65,000	

60% 40% 30% $70,000	

70% 30% 25% $75,000	

80% 20% 20% $80,000	

“I’m	not	as	much	concerned	
with	the	return	on	my	

principle.	I’m	more	
concerned	with	the	return		

of	my	principle”

	—Will	Rogers

http://www.workoptionaldate.com
http://www.workoptionaldate.com


	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	WELCOME

7COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM7COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM

3		Overestimating	Your	Returns!

Most investors look at the past 100 year 

history of the stock market and say, “Well, 

it’s done 10%”. So they quickly extrapolate 

that they too will get 10%, but unfortunately 

they don’t realize that not one person, 

family or fund has ever matched this return 

over the same timeframe. 

In examining the flows into and out of a 

mutual fund for the last 20 years, DALBAR 

discovered that equity fund investors 

did not even keep pace with the average 

inflation rate. QAIB (Quantitative Analysis 

of Investor Behavior) has shown that 

investor returns lag what performance 

reports and prospectuses would lead one to 

believe is achievable. While those returns 

are, in fact, theoretically achievable, the 

reality is that investors are not rational, and 

make buy and sell decisions at the worst 

possible moments. For the 20 years ended 

December 31, 2008, equity fund investors 

had average annual returns of 1.87% while 

inflation averaged 2.89% over that same 

time period. Remember, the first decade 

of this period was one of the greatest bull 

markets ever. 

The statistics say it very clearly. Over 

the past 20 years, investors generated 

a return of about 1.87% while inflation 

was 2.89%; all this while the S&P 500 

gained over 9% for the same period. 

In another Dalbar study, from 1985 to 

2004, the average mutual fund investor 

achieved a 3.7% annualized return while 

the S&P 500 achieved a return of 11.9% 

and inflation averaged 3%. Unfortunately, 

“I	conceive	that	the		
great	part	of	the	miseries		

of	mankind	are	brought		
upon	them	by	false	estimates	

they	have	made	of	the		
value	of	things”	

—Benjamin	Franklin

http://www.workoptionaldate.com
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OVERESTIMATING	YOUR	RETURNS!

investors don’t come remotely close to matching 

market returns. The bottom line here is that most 

investors would be much better off if they just 

bought CD’s and forgot about the rest. 

We all believe we are better than average, but 

logically and mathematically we know it’s not 

true and when it comes to our investments it’s 

almost a certainty. The NASD survey asked several 

questions about what level of long-term returns 

was expected. One such question asked, “What 

is a reasonable average annual return that can be 

expected from a broadly diversified U.S. stock mutual fund over the long run?” 21% 

answered that they expected returns of 15-25% annually. 39% answered that they 

expected returns of 11-15% annually.  Only 40% chose the more reasonable (if you can 

call it that) answer of 10%.

One thing you must know the unequivocal answer to is this. “What is my actual return?” 

The truth is that most investors don’t have the faintest idea of what their realized 

return has been over their lifetime. If you do, by chance, know your realized returns, 

then by all means use that data in your planning assumptions. However, if you don’t 

know “your” returns, please don’t skew your plan by using average “market” returns. 

Making that mistake when you are planning to enjoy your Work Optional® years can 

have devastating consequences.
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4		Following	the	Herd
This is one of those things that is simple but 

not easy. We are all social animals, we want 

to be a part of something, we want to be 

liked, we want to be right, but at the same 

time we want to succeed and accomplish 

our goals. However, over the years I’ve 

learned the hard way that you’re almost 

always better off doing exactly the opposite 

of everyone else. This is particularly true 

when it comes to investing. Just look at the 

past couple of years when everyone was into 

real estate, in the late 90’s everyone was 

into internet stocks, and today everyone is 

starting to get into gold where just a few 

years ago if you would have said you’re into 

gold they would have laughed at you. In 

fact up until a couple years ago, anytime I 

would suggest to someone that their home 

wasn’t an investment they would look at 

me as if I were a leper. Then I’d mention 

that a new home may add a decade to your 

Work Optional Date®. They would pretty 

much want to dismember me right then 

and there. 

When I’m testing a new theory or seriously 

contemplating a move, all I do is put it out 

there to everyone I know; the louder the 

rejection, the closer I am to the truth. My 

favorite thing to hear is, “Marc, you’re nuts, 

you’re crazy, that will never work!” When I 

hear those magical words I know without 

a doubt I’m on the right path. Just think 

about it for a moment, if 95% of investor’s 

portfolios fail to reach their expectations 

and objectives, just find out what they’re 

“Buy	when	everyone		
else	is	selling	and	hold	

until	everyone	else	is	
buying.	This	is	not	merely	

a	catchy	slogan.		
It	is	the	very	essence	of	
successful	investment.”	

—J.	Paul	Getty

http://www.workoptionaldate.com
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FOLLOWING	THE	HERD

doing and do the exact opposite. Unfortunately, it’s almost impossible to go against the grain 

if you want to get along with others. It’s critical that you keep this in mind the next time 

you’re contemplating a new investment or analyzing your current investments. Remember 

that everyone wants to be a part of the group and they will do everything possible to get to 

the front of the herd, even if being in front means you’re in line on your way to the slaughter 

house. If the herd is headed South, be sure to get the hell out of their way; then head North 

immediately!

HERD Investing   vs.   SUCCESSFUL Investing

Buy HIGH

Buy LOW
Sell LOW

Sell HIGH

http://www.workoptionaldate.com
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5	Buying	Individual	Stocks
“There	are	two	times	in	a	man’s	life	when	he	should	not	speculate	in	stocks:		

when	he	can	afford	it,	and	when	he	can’t.”	—Mark	Twain

Would you believe me if I said 75% of stocks lose money over time? 

No, I didn’t think so. Even if it was true, we’d all be smart enough 

to buy the 25% that make money over time right? That’s what I 

thought. 

Recently a firm called Dimensional Fund Advisors did the research 

and they found that from 1980 to 2008, the top-performing 25% 

of stocks were responsible for all the gains in the broad market, 

as represented by the University of Chicago’s CRSP total equity 

market database. As for the bottom 75% of the stocks in the U.S. 

market, they collectively generated annual losses of around a 

negative 2% over the past 29 years. Not so good for you or your 

family’s future hopes, dreams and expectations. These statistics 

will wipe out any so called plans you had in a quick hurry. 

Amazing!  If you still like those odds you either inherited a lot of money and feel guilty 

about keeping it or you’ve just won the lottery and sense you still feel lucky, or maybe 

you have inside information you’re not sharing with the rest of us.  Either way the 

bottom line here speaks for itself..

Annual Total Returns 1980-2008
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6	Average	Returns
“Bulls	make	money	and	bears	make	money,	but	hogs	get	slaughtered”	—American	proverb

I don’t mean average in the sense of low returns and 

underperformance. I’m referring to the practice of taking the 

returns of the stock market for the last 100 years, adding them 

together and dividing by 100. This method is how 99% of people 

plan their future. Basing your future on these assumptions may 

be the death blow to your Work Optional Status.®

To highlight this problem, the example below shows one inves-

tor with a portfolio of $100,000 who receives an 8% return each 

and every year which is an average return of 8%. Another in-

vestor receives variable returns, however, also with an average 

return of 8% per year. As you can see they end up with very dif-

ferent results.

In order to achieve and maintain Work Optional®, your future 

return assumptions must be based in reality, not averages. If 

you’ll need to rely on your investments for income, as most of us 

will, your actual return is what matters! 

Average Returns Versus Actual Returns

Year
Average 
Returns

Portfolio 
Value

Actual 
Returns

Portfolio 
Value

0 	 $100,000	 	 $100,000	

1 8% $108,000	 8% $108,000	

2 8% $116,640	 -2% $105,840	

3 8% $125,971	 38% $146,059	

4 8% $136,049	 0% $146,059	

5 8% $146,933	 -9% $132,914	

6 8% $158,687	 28% $170,130	

7 8% $171,382	 -5% $161,623	

8 8% $185,093	 18% $190,715	

9 8% $199,900	 -19% $154,480	

10 8% $215,892	 23% $190,010	

8%
Average 
Return

8%
Average 
Return
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AVERAGE	RETURNS

You may be thinking that this is an isolated 

event and belief system. I assure you it’s not. 

Many planners follow this and believe this line 

of thinking to the core. Several years ago I was 

quoted along side a financial planner in a local 

newspaper. The financial planner said, “Even 

after taking account of stocks ’2000-2002 bear 

market, the total return on the S&P 500 index 

over the past decade has averaged about 9%, 

compared with an inflation rate of less than 3%. 

There’s about a 6% spread: part capital gains, part 

dividends. So you can keep pace with inflation 

and safely spend 4 to 5% of that portfolio and 

keep your principal intact as well.”

As you can see, the charts below show the 

mistake of using “average thinking” in your 

planning. By following the planner’s example 

and an average return of 9 percent you indeed do 

keep your principal intact. Unfortunately, you’ll 

see pigs fly before you’ll get a 9 percent return each and every 

year.  Using actual returns from 2002 to 2009, you can see that 

your $1,000,000 is quite a bit smaller. In this very real scenario 

you may not be able to safely spend 4-5 percent and keep your 

principal intact as suggested.

Real Returns Versus Average Returns
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AVERAGE	RETURNS

If your financial strategy is based on average returns, you may be committing financial 

suicide. This faulty thought process may lead to a lot of seniors eating Ramen noodles 

(Alpo’s too expensive) and trying not to get trampled as they greet the Black Friday 

shoppers at the local Walmart. 

$1,000,000 initial investment

Using AVERAGE Returns Using ACTUAL Returns

Year Averaged Return Spend 4% Spend 5% Year S&P 500 Return Spend 4% Spend 5%

2000 9.00% $1,046,400 $1,035,500 2000 -9.06% $873,024 $863,930

2001 9.00% $1,095,668 $1,072,560 2001 -12.02% $731,839 $714,776

2002 9.00% $1,148,023 $1,111,271 2002 -22.15% $536,700 $515,158

2003 9.00% $1,203,702 $1,151,732 2003 28.50% $633,493 $591,770

2004 9.00% $1,262,963 $1,194,048 2004 10.74% $651,675 $593,006

2005 9.00% $1,326,085 $1,238,332 2005 4.77% $634,177 $560,564

2006 9.00% $1,393,372 $1,284,706 2006 15.64% $678,130 $579,196

2007 9.00% $1,465,153 $1,333,301 2007 5.39% $662,835 $545,607

2008 9.00% $1,541,786 $1,384,259 2008 -37.02% $385,541 $303,733

2009 9.00% $1,623,659 $1,437,732 2009 17.07% $390,253 $279,205
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7		Selling	Stocks	to	Eat
“Those	who	understand	compound	interest	are	destined	to	collect	it.		

Those	who	don’t	are	doomed	to	pay	it.”	—Tom	and	David	Gardner

What I’m talking about here is something 

called reverse dollar cost averaging. In 

order to understand reverse dollar cost 

averaging, you must understand dollar 

cost averaging. Dollar cost averaging is the 

practice of investing a fixed dollar amount 

in stocks or mutual funds at regular 

intervals (such as monthly) regardless of 

market performance. The result is that 

you end up buying more shares when the 

market is down (can you say, On Sale!) 

and fewer shares when the market is up. 

By using this strategy chances are good 

that your average cost per share will be 

somewhat less than the average price for 

the given timeframe. The effect of using 

this strategy over the course of many 

years can be very powerful and should be 

utilized during the accumulation phase of 

your life.

Now let’s look at the effects of reverse 

dollar cost averaging and how it can 

cut short your Work Optional Status.®  

Reverse dollar cost averaging is the same 

idea applied in the direct opposite way 

and unfortunately, is widely used by many 

“investors” without even knowing about 

it.  Reverse dollar cost averaging can be 

very detrimental to your wealth.  It works 

in much the same way as dollar cost 

averaging except that instead of investing 

money at regular intervals, you withdraw 

money at regular intervals in order to 
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SELLING	STOCKS	TO	EAT

obtain a regular income.  The practice of sending yourself a 

regular check by means of selling shares of a particular security 

is generally a bad idea because by dollar cost averaging OUT of 

the market, you run the risk of selling your shares at a price 

less than the average price of the security for the year.  You 

end up having to sell more shares when the market is down, 

ultimately you run out of money much faster.  Not so good 

Ruthie!  You may think you’re avoiding by being diversified or 

in a balanced fund, but chances are, you’re not.  It’s happening 

right under your nose.  Now you can see how the effects of 

dollar cost averaging can be a double 

edge sword; dollar cost averaging into 

the market is critical in achieving 

Work Optional®, reverse dollar cost 

averaging or dollar cost averaging out 

of the market is deadly in maintaining 

Work Optional®!  If you want to run 

out of money fast, reverse dollar cost 

averaging is a great way to do it!

Let’s say you need to sell your stocks 

in order to have $5,000 per month to 

live on. As you can see in the chart 

below, the stock price fluctuates each 

month, so some of the months you 

will have to sell more shares to get 

the same $5,000 income, and some of 

the months you will sell fewer shares 

to get the same $5,000 of income.

Dollar Cost Averaging OUT of Investments

Month Price per share Income Needed Number of Shares liquidated

January $12.00 $5,000 417

February $15.00 $5,000 333

March $9.00 $5,000 556

April $18.00 $5,000 278

May $20.00 $5,000 250

June $25.00 $5,000 200

July $24.00 $5,000 208

August $25.00 $5,000 200

September $20.00 $5,000 250

October $22.00 $5,000 227

November $30.00 $5,000 167

December $36.00 $5,000 139

TOTAL - $60,000 3,224
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SELLING	STOCKS	TO	EAT

Over the course of the year, the average price per share was $21.33. The average 

selling price you sold at was $18.61 (Total Income divided by Total Shares Liquidated, 

$60,000/2,322=$18.61). This example shows that the average selling price you received 

for your shares was $18.61, which is $2.72 ($21.33-$18.61) less per share than the 

average price for the year. Basically, you sold your shares when the market was low, 

short changing yourself and your future. As you will see in the chart below, playing this 

scenario out over many years may have a devastating outcome on your lifestyle.

	 	 Example A Example B

Years
Income 
Need

Rate	of	Return
Share	
Value

Shares	sold Portfolio	Value Rate	of	Return
Share	
Value

Shares	
Sold

Portfolio	Value

0 	 	 	 	 $1,000,000	 	 	 	 $1,000,000	

1 $60,000	 8% $10.00	 6000.00 $1,015,200	 8% $10.00	 6000.00 $1,015,200	

2 $61,800	 8% $10.80	 5722.22 $1,029,672	 -19% $8.10 7629.63 $772,254	

3 $63,654	 8% $11.66	 5457.30 $1,043,299	 38% $11.18 5694.58 $977,868	

4 $65,564	 8% $12.60	 5204.65 $1,055,955	 0% $11.18 5865.42 $912,304	

5 $67,531	 8% $13.60	 4963.70 $1,067,498	 -9% $10.17 6638.88 $768,744	

6 $69,556	 8% $14.69	 4733.89 $1,077,777	 28% $13.02 5342.22 $894,960	

7 $71,643	 8% $15.87	 4514.73 $1,086,625	 -5% $12.37 5792.09 $782,151	

8 $73,792	 8% $17.14	 4305.72 $1,093,859	 18% $14.60 5055.81 $835,864	

9 $76,006	 8% $18.51	 4106.38 $1,099,281	 -2% $14.30 5313.76 $744,660	

10 $78,286	 8% $19.99	 3916.27 $1,102,674	 23% $17.59 4449.73 $819,640	

11 $80,635	 8% $21.59	 3734.96 $1,103,802	 8% $19.00 4243.73 $798,125	

12 $83,054	 8% $23.32	 3562.05 $1,102,408	 -19% $15.39 5396.34 $579,208	

13 $85,546	 8% $25.18	 3397.14 $1,098,211	 38% $21.24 4027.71 $681,253	

14 $88,112	 8% $27.20	 3239.86 $1,090,907	 0% $21.24 4148.54 $593,141	
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SELLING	STOCKS	TO	EAT

Both of the above examples show an initial investment of 

$1,000,000. Let’s say you need to take an income of $60,000 

to live on each year and you plan to dollar cost average out of 

the market to provide that income. Example A shows a typical 

planning scenario using an average return of 8%. Not too 

bad, right? However, you know from reading about Portfolio 

Killer #2 that assuming average returns can be hazardous 

to your wealth. Example B shows the actual returns (which 

also average 8%). If you compare the shares sold columns of 

both examples, you can see that you are consistently selling 

more shares in example B. In this example, that uses typical 

real market movement you can see that the commonly used 

practice of selling stocks to eat will have you broke after 20 

years. 

	 	 Example A Example B

Years
Income 
Need

Rate	of	Return
Share	
Value

Shares	sold Portfolio	Value Rate	of	Return
Share	
Value

Shares	
Sold

Portfolio	Value

15 $90,755	 8% $29.37	 3089.87 $1,080,164	 -9% $19.33 4695.60 $457,171	

16 $93,478	 8% $31.72	 2946.82 $1,065,621	 28% $24.74 3778.49 $465,527	

17 $96,282	 8% $34.26	 2810.39 $1,046,885	 -5% $23.50 4096.68 $350,783	

18 $99,171	 8% $37.00	 2680.28 $1,023,531	 18% $27.73 3575.91 $296,902	

19 $102,146	 8% $39.96	 2556.19 $995,096	 -2% $27.18 3758.36 $190,861	

20 $105,210	 8% $43.16	 2437.85 $961,077	 23% $33.43 3147.24 $105,350	

21 $108,367	 8% $46.61	 2324.99 $920,927	 8% $36.10 3001.54 ($3,258)

22 $111,618	 8% $50.34	 2217.35 $874,054	 -19% $29.24 3816.77 ($93,049)

23 $114,966	 8% $54.37	 2114.69 $819,815	 38% $40.36 2848.75 ($287,061)

24 $118,415	 8% $58.71	 2016.79 $757,512	 0% $40.36 2934.21 ($405,476)

25 $121,968	 8% $63.41	 1923.42 $686,388	 -9% $36.72 3321.14 ($479,974)

26 $125,627	 8% $68.48	 1834.37 $605,622	 28% $47.01 2672.48 ($775,169)

27 $129,395	 8% $73.96	 1749.45 $514,324	 -5% $44.66 2897.53 ($859,336)

28 $133,277	 8% $79.88	 1668.46 $411,531	 18% $52.70 2529.20 ($1,171,284)

29 $137,276	 8% $86.27	 1591.21 $296,196	 -2% $51.64 2658.24 ($1,282,388)

30 $141,394	 8% $93.17	 1517.55 $167,186	 23% $63.52 2226.01 ($1,751,252)

  8% $37.76   8% $26.59   
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8	Underestimating	Your	Longevity
“The	insurance	agent	brought	the	grieving	widow	a	check	for	$2,000,000.	She	studied	the	check	

through	tearful	eyes	and	said,	“I’d	gladly	give	half	of	this	back	to	have	George	alive	today.”

What do you think the chances are that a 65 year old will 

live to age 85? You might be surprised to find out that it’s 

50%. Actually, a 65 year old male on average has a 50% 

chance of living beyond age 85. That means, if you’re a 65 

year old male, about half the people your age will die at 

or before age 85 and the other half will live longer. How 

much longer? It could be a lot. At age 65, you have a 30% 

chance of living to 90. And if you’re married, one of you 

has a 50% chance of  living beyond age 91. 

The issue here is that if you create a plan for your 

retirement and base your assumptions on the fact that 

you will die at age 85, which many people do, you have a 

50% chance that you’ll outlive your money. It’s common 

to see a 30 year life expectancy in most financial plans. I 

would suggest you plan on 30 years at a minimum. If you 

65

Life Expectancy

Age

85

Married Couples have a 50% 
chance of living longer than 91.

Females have a 50% chance 
of living longer than 87.

Males have a 50% chance 
of living longer than 85.

90 95 1008070 75

91

87

85

Married Couple age 65

Female age 65

Male age 65
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UNDERESTIMATING	YOUR	LONGEVITY

fail to plan using realistic and worst case assumptions, you may run out of money before 

you run out of time. 

You may feel confident that you’ve got this issue covered because you work with a financial 

advisor or planner, however a study of 19 financial planning software programs by the 

Society of Actuaries and LIMRA International, a life insurance marketing and research 

organization, found that most of the software programs asked how long you expected to 

live. This is a major problem if you happen to fall into the 50% that will live longer than 

expected. Bottom line is, make sure your money lasts as long as you do.

http://www.workoptionaldate.com
http://www.workoptionaldate.com


	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	WELCOME

21COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM21COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM

9		Burn	Baby,	Burn!
“All	progress	is	based	upon	a	universal	innate	desire	of	every		

living	organism	to	live	beyond	its	income”	—Edmund	Burke

In my opinion, if there is even a small chance that you will run out of money before you run 

out of time, that’s worrisome. I read all the various financial magazines and find countless 

articles and opinions on what’s the proper burn rate or withdrawal rate, meaning how 

much or what percentage of your portfolio can you safely spend each year for the rest of 

your life. There are a variety of rules of thumb to go by and all are being used to predict 

how much you should spend per year from your portfolio. Lucky for us the “experts” have 

narrowed it down; it can be as low as 2.7% or as high as 7.3%. So pick a number somewhere 

in between and pray? Not a good strategy in my book. Nothing is for sure, however I prefer 

to know with a certain amount of confidence that I will not run out of money. There’s 

nothing worse than lying awake at night worried that you’ll run out of money. 

Unfortunately, we’re too optimistic about 

how much we can draw from our portfolios. 

If you retired in 2000, with $1,000,000 

portfolio, you decided that you were going 

with 100% stocks and 4% withdrawal rate, 

you should have a 93% chance of success 

as noted in the chart above. Not too bad 

right? As you can see from the chart below, 

YOUR CHANCES OF SUCCESS

Starting annual 
withdrawal rate

100% Stocks 
0% Bonds

80% Stocks 
20% Bonds

60% Stocks 
40% Bonds

40% Stocks 
60% Bonds

4% 93% 95% 96% 97%

5% 78% 79% 79% 66%

6% 59% 56% 48% 27%

7% 3% 31% 18% 3%

Source:	T.	Rowe	Price
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BURN	BABY,	BURN!

if you follow the 4% Burn column down, you will find that you will run out of money around 2020. 

And that’s assuming that you made 10% each and every year for the next 10 years, highly unlikely. 

In this scenario you had only a 7% chance of failure and guess what, you failed.

$1,000,000 Initial Investment

Year VFINX Stock Return 2% Burn 3% Burn 4% Burn 5% Burn 6% Burn 7% Burn 8% Burn 9% Burn 10% Burn

2000 -9.06% $891,212	 $882,118	 $873,024	 $863,930	 $854,836	 $845,742	 $836,648	 $827,554	 $818,460	
2001 -12.02% $765,964	 $748,902	 $731,839	 $714,776	 $697,713	 $680,650	 $663,587	 $646,525	 $629,462	
2002 -22.15% $579,785	 $558,243	 $536,700	 $515,158	 $493,615	 $472,072	 $450,530	 $428,987	 $407,445	
2003 28.50% $716,941	 $675,217	 $633,493	 $591,770	 $550,046	 $508,322	 $466,599	 $424,875	 $383,151	
2004 10.74% $769,012	 $710,344	 $651,675	 $593,006	 $534,338	 $475,669	 $417,000	 $358,332	 $299,663	
2005 4.77% $781,403	 $707,790	 $634,177	 $560,564	 $486,951	 $413,338	 $339,725	 $266,113	 $192,500	
2006 15.64% $875,998	 $777,064	 $678,130	 $579,196	 $480,262	 $381,328	 $282,394	 $183,460	 $84,526	
2007 5.39% $897,291	 $780,063	 $662,835	 $545,607	 $428,379	 $311,150	 $193,922	 $76,694	 $0	
2008 -37.02% $549,158	 $467,349	 $385,541	 $303,733	 $221,924	 $140,116	 $58,307	 $0	
2009 17.07% $612,349	 $501,301	 $390,253	 $279,205	 $168,157	 $57,109	 $0	 	 	
2010 10.00% $644,018	 $507,082	 $370,146	 $233,210	 $96,274	 $0	
2011 10.00% $677,967	 $512,110	 $346,254	 $180,398	 $14,542	
2012 10.00% $714,396	 $516,271	 $318,146	 $120,021	 $0	
2013 10.00% $753,528	 $519,437	 $285,345	 $51,254	
2014 10.00% $795,604	 $521,465	 $247,326	 $0	
2015 10.00% $840,889	 $522,199	 $203,508	
2016 10.00% $889,675	 $521,463	 $153,252	
2017 10.00% $942,280	 $519,065	 $95,851	
2018 10.00% $999,054	 $514,792	 $30,529	
2019 10.00% $1,060,382	 $508,405	 $0	
2020 10.00% $1,126,686	 $499,644	
2021 10.00% $1,198,428	 $488,219	
2022 10.00% $1,276,117	 $473,809	
2023 10.00% $1,360,309	 $456,062	
2024 10.00% $1,451,619	 $434,586	
2025 10.00% $1,550,718	 $408,950	
2026 10.00% $1,658,344	 $378,677	
2027 10.00% $1,775,310	 $343,242	
2028 10.00% $1,902,507	 $302,065	
2029 10.00% $2,040,913	 $254,505	

*Assuming	S&P	500	Index	Fund	returns	from	2000	through	November	2009	and	assuming	a	10%	average	return	from	2010	through	2029.
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BURN	BABY,	BURN!

Here’s	how	it	looks	graphically.

You might be interested to know what your burn rate 

is. Take the annual amount you are withdrawing from 

your portfolio and divide it by your portfolio’s value. 

(Example: $30,000 annual withdrawal/$750,000 

portfolio value=4% burn rate).

The moral of the story is this. If you are working 

toward becoming Work Optional®, you must use an 

appropriate burn rate assumption in your plan. If 

you are already Work Optional® and think you may 

be burning too much, you may want to start looking 

over your budget to see where you can cut some 

expenses. Cutting a few luxuries now, allowing you 

to lower your burn rate may very well save the life of 

your portfolio from this deadly killer.
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	Sitting	on	Your	IRA
Conventional wisdom says you should 

spend your non-qualified (not held in an 

IRA) money first. Not so fast, Freddy. 

It may not always be the best option to 

draw from non-taxable accounts first. 

Although most do-it yourselfer’s and 99% 

of advisors inadvertently suggest drawing 

down your assets in this way, this can be 

another deadly mistake. Unfortunately, 

many investors and planners alike take 

this advice on blind faith. 

There has been many a client who has 

walked into my office that has been 

drawing down their assets in this way. 

The crazy thing is many of these people 

are in the zero percent tax bracket! 

That’s right, you heard me, the ZERO 

percent tax bracket! They could have 

been taking distributions on their IRA’s 

all along and paying zero tax on those 

distributions. Since they have not been 

taking IRA distributions, now when they 

reach age 70.5, they are required to take 

a distribution, and what do you know… 

They can no longer control the amount 

of the distribution and therefore cannot 

control their taxes. This is a tax planning 

time bomb waiting to explode. 

The same goes for the person who is 

already paying a fairly hefty tax bill. You 

don’t want to pay more tax, so this logic 

makes perfect sense. That is, right up 

to the part where you have to pay the 

piper at age 70.5. Guess what? You just 

supercharged your tax bill, nice to know 

now especially looking at our tax rates 

“It’s	only	when	the	tide	goes	
out	that	you	can	see	who’s	

swimming	naked.”	

—Warren	Buffett
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SITTING	ON	YOUR	IRA

going up in this country. You see if you had taken a little bit 

out along the way, you could have stayed in the 15 or 25% tax 

bracket. Unfortunately now, you’re paying about 10% more 

than you should have. 

To add insult to injury, there is a little tax on your social 

security based on your “provisional income.” 

Provisional	Income	

The level of income that is used to determine whether a 

taxpayer is liable for tax on his or her Social Security benefits, 

and by how much. Provisional income is calculated by making 

certain adjustments to the taxpayer’s gross income. 

A portion of your social security benefits may be taxable 

depending on your provisional income. All that non-qualified 

income that you’ve been taking isn’t considered as part of your 

provisional income, however when you have to tap into that 

IRA to provide income or because you’ve reached age 70.5, it 

will all be considered in your provisional income and chances 

are you will now start paying taxes on your social security 

benefits. Did you get that? You may now start paying tax on 

your social security check where as before you were not, so 

what do you suspect that does to your tax bill? To think some 

or all of this could have been avoided by taking withdrawals 

from your IRA. To really put the nail in your coffin, when 

either you or your spouse kicks the bucket, you must continue 

to take distributions on that IRA. However, now instead of 

filing married jointly, you must file single… Yikes! Hello higher 

taxes! What do you think this does to your standard of living 

over time? It’s not good. Again you may have been better off 

not sitting on your IRA. You must account for all these factors 

to to protect yourself from this portfolio killer.
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	Slipping	on	Inflation

10-7=3, right? Wrong! In the world of  

investments and inflation, 10 minus 3 

does not equal 7. This is the key to under-

standing how your portfolios purchasing 

power and your Work Optional Status® 

will stand the test of time. I can’t tell 

you how many times over the years I’ve 

heard, “If I only had a million dollars, I’d 

invest it at 10%, take my 100,000 income 

per year, and be set for life!” If you believe 

this you might as well ride your unicorn 

to the bank to get your check. 

We already know that getting a solid 

10% each and every year is not even 

close to realistic, but let’s just say for 

argument’s sake that we can get 10% 

each and every year. Now let’s pretend 

we’ll spend all that interest every single 

year. The problem with this is we are not 

accounting for inflation, if we spend the 

10% or $100,000 per year that ultimately 

leaves nothing behind to be added to our 

initial starting principal of $1,000,000. 

This means 10 years down the road when 

it costs you $135,000 to live not only will 

you not be able to keep up with inflation, 

but you’ll now be severely cutting into 

your principal. After 14 years, you’ll have 

nothing left. 

In order to overcome this fact, you need 

to leave a little of the growth behind to 

begin compounding again ultimately 

adding to your portfolio over time and in 

turn you’ll be better able to keep up with 

inflation. Now let’s try withdrawing 7% 

per year from your portfolio for income 

“A	billion	dollars		
isn’t	what	it	used	to	be.”	

—Nelson	Bunker	Hunt

http://www.workoptionaldate.com
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SLIPPING	ON	INFLATION

leaving the 3% you didn’t spend to be reinvested in the portfolio. 

Over time we should be able to keep up with inflation as long as 

we hold back the same percentage as the inflation rate. Right? 

Only if 10-7=3…

$1,000,000 starting principal

Year
Portfolio Value @ 
7% withdrawal

Income adjusted 
for 3% inflation

Assumed 
Stock Return

2000 $1,023,000	 $70,000 10.00%

2001 $1,045,990	 $72,100 10.00%

2002 $1,068,900	 $74,263 10.00%

2003 $1,091,650	 $76,491 10.00%

2004 $1,114,150	 $78,786 10.00%

2005 $1,136,301	 $81,149 10.00%

2006 $1,157,990	 $83,584 10.00%

2007 $1,179,088	 $86,091 10.00%

2008 $1,199,456	 $88,674 10.00%

2009 $1,218,934	 $91,334 10.00%

2010 $1,237,346	 $94,074 10.00%

2011 $1,254,494	 $96,896 10.00%

2012 $1,270,160	 $99,803 10.00%

2013 $1,284,099	 $102,797 10.00%

2014 $1,296,039	 $105,881 10.00%

2015 $1,305,680	 $109,058 10.00%

$1,000,000 starting principal

Year
Portfolio Value @ 
10% withdrawal

Income adjusted 
for 3% inflation

Assumed 
Stock Return

2000 $990,000	 $100,000 10.00%

2001 $975,700	 $103,000 10.00%

2002 $956,571	 $106,090 10.00%

2003 $932,028	 $109,273 10.00%

2004 $901,425	 $112,551 10.00%

2005 $864,047	 $115,927 10.00%

2006 $819,106	 $119,405 10.00%

2007 $765,731	 $122,987 10.00%

2008 $702,959	 $126,677 10.00%

2009 $629,730	 $130,477 10.00%

2010 $544,872	 $134,392 10.00%

2011 $447,094	 $138,423 10.00%

2012 $334,969	 $142,576 10.00%

2013 $206,928	 $146,853 10.00%

2014 $61,236	 $151,259 10.00%

2015 $0	 $155,797 10.00%

http://www.workoptionaldate.com
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SLIPPING	ON	INFLATION

$1,000,000 starting principal

Year
Portfolio Value @ 
7% withdrawal

Income adjusted 
for 3% inflation

Assumed 
Stock Return

2016 $1,312,685	 $112,329 10.00%

2017 $1,316,685	 $115,699 10.00%

2018 $1,317,266	 $119,170 10.00%

2019 $1,313,972	 $122,745 10.00%

2020 $1,306,299	 $126,428 10.00%

2021 $1,293,686	 $130,221 10.00%

2022 $1,275,515	 $134,127 10.00%

2023 $1,251,100	 $138,151 10.00%

2024 $1,219,685	 $142,296 10.00%

2025 $1,180,433	 $146,564 10.00%

2026 $1,132,418	 $150,961 10.00%

2027 $1,074,621	 $155,490 10.00%

2028 $1,005,913	 $160,155 10.00%

2029 $925,048	 $164,960 10.00%

2030 $830,654	 $169,908 10.00%

2031 $721,213	 $175,006 10.00%

2032 $595,053	 $180,256 10.00%

2033 $450,329	 $185,663 10.00%

2034 $285,005	 $191,233 10.00%

2035 $96,838	 $196,970 10.00%

2036 $0	 $202,879 10.00%

Wrong. You can see even using this seemingly straight forward 

approach leaves us bankrupt after 36 years. For you to truly 

keep up with inflation, you’ll need to reinvest about 3.7% of 

your earnings back into the portfolio, leaving you with 6.3% to 

spend annually. Much like the Energizer bunny, this portfolio 

just keeps on going.

$1,000,000 starting principal

Year
Portfolio Value @ 

6.3% Burn
Income adjusted 
for 3% Inflation

Assumed 
Stock Return

2000 $1,030,700	 $63,000 10.00%

2001 $1,062,391	 $64,890 10.00%

2002 $1,095,110	 $66,837 10.00%

2003 $1,128,895	 $68,842 10.00%

2004 $1,163,786	 $70,907 10.00%

2005 $1,199,827	 $73,034 10.00%

2006 $1,237,062	 $75,225 10.00%

2007 $1,275,538	 $77,482 10.00%

2008 $1,315,305	 $79,807 10.00%

2009 $1,356,415	 $82,201 10.00%

2010 $1,398,923	 $84,667 10.00%

2011 $1,442,888	 $87,207 10.00%

2012 $1,488,371	 $89,823 10.00%

2013 $1,535,439	 $92,518 10.00%

2014 $1,584,160	 $95,293 10.00%

2015 $1,634,609	 $98,152 10.00%

2016 $1,686,864	 $101,097 10.00%

2017 $1,741,008	 $104,129 10.00%
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SLIPPING	ON	INFLATION

$1,000,000 starting principal

Year
Portfolio Value @ 

6.3% Burn
Income adjusted 
for 3% Inflation

Assumed 
Stock Return

2018 $1,797,130	 $107,253 10.00%

2019 $1,855,325	 $110,471 10.00%

2020 $1,915,694	 $113,785 10.00%

2021 $1,978,345	 $117,199 10.00%

2022 $2,043,394	 $120,715 10.00%

2023 $2,110,963	 $124,336 10.00%

2024 $2,181,187	 $128,066 10.00%

2025 $2,254,207	 $131,908 10.00%

2026 $2,330,176	 $135,865 10.00%

2027 $2,409,258	 $139,941 10.00%

2028 $2,491,631	 $144,139 10.00%

2029 $2,577,484	 $148,464 10.00%

2030 $2,667,023	 $152,918 10.00%

2031 $2,760,470	 $157,505 10.00%

2032 $2,858,063	 $162,230 10.00%

2033 $2,960,063	 $167,097 10.00%

2034 $3,066,748	 $172,110 10.00%

2035 $3,178,422	 $177,273 10.00%

2036 $3,295,414	 $182,592 10.00%

2037 $3,418,079	 $188,069 10.00%

2038 $3,546,804	 $193,711 10.00%

2039 $3,682,010	 $199,523 10.00%

2040 $3,824,152	 $205,508 10.00%

2041 $3,973,726	 $211,674 10.00%

$1,000,000 starting principal

Year
Portfolio Value @ 

6.3% Burn
Income adjusted 
for 3% Inflation

Assumed 
Stock Return

2042 $4,131,272	 $218,024 10.00%

2043 $4,297,379	 $224,565 10.00%

2044 $4,472,685	 $231,301 10.00%

2045 $4,657,889	 $238,241 10.00%

2046 $4,853,751	 $245,388 10.00%

2047 $5,061,102	 $252,749 10.00%

2048 $5,280,847	 $260,332 10.00%

2049 $5,513,975	 $268,142 10.00%

2050 $5,761,568	 $276,186 10.00%

2051 $6,024,806	 $284,472 10.00%

2052 $6,304,981	 $293,006 10.00%

2053 $6,603,503	 $301,796 10.00%

2054 $6,921,919	 $310,850 10.00%

2055 $7,261,917	 $320,175 10.00%

2056 $7,625,351	 $329,781 10.00%

2057 $8,014,244	 $339,674 10.00%

2058 $8,430,818	 $349,864 10.00%

2059 $8,877,503	 $360,360 10.00%

2060 $9,356,966	 $371,171 10.00%

2061 $9,872,126	 $382,306 10.00%

2062 $10,426,185	 $393,775 10.00%

2063 $11,022,656	 $405,589 10.00%

2064 $11,665,390	 $417,756 10.00%

2065 $12,358,611	 $430,289 10.00%
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SLIPPING	ON	INFLATION

This	chart	summarizes	the	three	examples	 	
we’ve	just	discussed.

So before you decide to sign off on your 

working life, be sure you adjust for 

inflation properly. Otherwise inflation 

may adjust your lifestyle for you. Over 

the long-term this portfolio killer can 

greatly affect your ability to maintain 

your Work Optional Status.® 

2000 2010 2020 2030 2040 2050 2060

$12,000,000

$10,000,000

$8,000,000
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$0

Portfolio Value @ 6.3% withdrawal

Portfolio Value @ 7% withdrawal

Portfolio Value @ 103% withdrawal
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	Underestimating	the	Power	
of	Dividends

Many people who invest in the stock 

market think of a stock’s price as its 

primary value. How much does it cost 

and how much can I sell it for at some 

point in the future? However, being a 

stock owner also allows you to share in 

the profits of the company. The profits 

can either be reinvested in the business or 

paid out as dividends to you in the form of 

cash in your wallet. The choice to reinvest 

your dividends or take them has a great 

influence to either extend or accelerate 

your Work Optional Date.®

Over the past few decades, most inves-

tors have been enamored by the markets 

movements. Everyone wants to know,  

“How much is it up today?” Everyone is 

fixated on the belief that the only way to 

make money in stocks is when the market 

goes up. Guess what? It’s not a video game, 

you’re buying into a business. In fact, to-

day’s investors are not really investors; they 

are traders, speculators, even gamblers. 

Unwittingly they’re missing out on the real 

story. You must understand that when you 

look at buying a share of stock, you must 

treat it as a business. Are there any profits, 

if so, what is my cut? If you talked to an in-

vestor 100 years ago and asked them what 

price their stock is at today, they would look 

at you with a blank stare and a “who gives 

a shit look” on their face, but they would be 

able to rattle off the dividend it’s paying at 

the drop of a hat. 

“The	greatest	mathematical	
discovery	of	all	time	is	

compound	interest.”

—Albert	Einstein

http://www.workoptionaldate.com
http://www.workoptionaldate.com


	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	 	WELCOME

32COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM32COPYRIGHT	©	2010	BY	WORK	OPTIONAL	INC.	ALL	RIGHTS	RESERVED. PLE ASE	V ISIT: 	W W W.WORKOP TIONA LDATE .COM

UNDERESTIMATING	THE	POWER	OF	DIVIDENDS

Over time, capital appreciation (stock market going up) accounts 

for roughly 40% of the markets return. Approximately 60% 

of the markets return is due to dividend reinvestment. The 

simple fact is that dividends have been the major component 

of an investors return over time. If you analyze the historical 

data on the stock market, you will learn that the stock market 

has returned roughly 10% over time. This 10% is made up of 

approximately 3% due to inflation, roughly 3% due to capital 

appreciation and around 4% due to dividend reinvestment.

Components of a Historical Stock Return

Inflation 3%

Capital	Appreciation 3%

Dividend	Reinvestment 4%

As demonstrated in the chart below, if you would have invested 

$1.00 in 1926 based on price appreciation alone, your dollar 

would have grown to approximately $88 by 2004. However 

if you had been reinvesting your dividends, the value of your 

dollar would be worth approximately $2,282 by 2004.

As you can see, reinvesting your dividends can have a profound 

effect on the dollars that end up in your pocket, ultimately 

impacting your Work Optional Date.®

Capital Appreciation

Dividend Reinvestment

1926 1934 1942 1950 1958 1966 1974 1982 1990 1996
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The Effects of Dividends
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Dividends Plus Price Appreciation

Price Appreciation
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	Confusing	Investing	with	
Financial	Planning

Why do you save? Why do you invest? 

What is all the work you did for? What 

is your purpose? It’s because you have a 

vision, a dream, and certain expectations 

for you and your family’s future, right? If 

you answered yes to this question then I’ll 

assume that you have some sort of plan 

in place. A road map to get you to Work 

Optional® and ensure you’ll maintain it. 

You don’t; well you’d better get moving!

No matter if I’m with a new client in my 

office or at a cocktail party, the minute 

you talk about financial planning, the 

conversation moves immediately to 

investments. People I meet ask, “What do 

you do?” Before I was a Work Optional 

Coach,® I used to say, “I’m a Certified 

Financial Planner”, and to that they’d say, 

“Oh, you do investments” or “I already 

have an investment guy”. It’s amazing to 

me that the majority of the public and most 

financial advisors believe investments 

are financial planning. Let me be clear. 

Investments are NOT financial planning! 

Investments represent maybe 10% of your 

overall financial strategy, that’s a small 

piece of the puzzle in achieving Work 

Optional.® 

The masses are missing out on the other 

90% of the puzzle, which is your roadmap, 

your financial plan, your life strategy. You 

see in order to ensure that your portfolio 

is managed properly you must have a few 

basic questions answered. What’s the 

purpose for these funds? How much do 

you plan on withdrawing now or in the 

“It	requires	a	great	deal	of	
boldness	and	a	great	deal	
of	caution	to	make	a	great	

fortune,	and	when	you	have	
it,	it	requires	ten	times	as	

much	skill	to	keep	it”

	—Ralph	Waldo	Emerson
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CONFUSING	INVESTING	WITH	F INANCIAL	PLANNING

future? What’s your time frame? What’s your tax situation? What are your liquidity 

needs? Do you plan to pass any capital on to your loved ones? Without answers to these 

basic questions it would be virtually impossible for a portfolio manager to prudently 

manage your investments. 

Your portfolio is worthless if you don’t have a clear cut purpose and a sound plan. You 

investments should be customized to fit your vision, dreams, and expectations for the 

future. And if 90% of becoming Work Optional® rides on your overall strategy, it had 

better be a good one, with suitable assumptions and your investments had better be 

ready for the portfolio killers! Most strategies I’ve seen are built on weak foundations. 

In fact, one huff or puff from the big bad wolf could destroy most people’s plans and 

dreams for the future. It’s no wonder only a small percent of us ever achieve true 

financial security. It’s very unfortunate. The bottom line is the quickest way to achieve 

Work Optional® is to develop and implement your Work Optional Strategy® and ensure 

your investments match your strategy.
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	 	 	 	 	 	 IN	CLOSING

Most of the clients we’ve met with over the years, had never heard of these portfolio killers, let 

alone taken the appropriate action to ensure their portfolio doesn’t get killed by one or more of 

them. It just takes one of these portfolio killers to drain your portfolio leaving you with next to 

nothing. You can imagine the compounding effect that two or more of them can have. You must 

be wary and diligent because they are lurking around every corner waiting to pounce on your 

hard earned savings. 

The topics I’ve discussed here are akin to the Achilles heel of 

your investment strategy. By learning about these topics you are 

one step closer to keeping your portfolio safe. You must save 

aggressively and invest skeptically! A key is to control what you 

can. Simply controlling your resources can have a huge impact 

on your future. And instead of blowing your time and energy on 

trying to achieve higher returns and achieve success with silver 

bullet strategies use the secrets in this book to safeguard your 

portfolio and your future. You deserve it! 

Should you have a friend or loved one contemplating retirement or who is 

currently retired, you need to tell them about this book. You might be thinking 

they know this already and they always seem to be on top of this kind of stuff. Let 

me assure you, they most likely do not, and are not. If you think I’m joking, just wait 

until they are moving in with you a few years down the road! 

Should you be interested in investing in the Work Optional® Private Portfolios please visit our 

website at: www.workoptionaldate.com. 

THANK	YOU!

http://www.workoptionaldate.com
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