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Disclaimer

While great efforts have been taken to provide accurate and 
current information regarding the covered material, neither 
Plutus Financial Group nor Edward Vosganian are responsible 
for any errors or omissions, or for the results obtained from the 
use of this information.

The title, The Retirement Guarantee: Securing Wealth Beyond 
Wall Street, is a marketing concept and does not guarantee or 
imply that you will become wealthy. The act of purchasing any 
book, course, or financial product holds no such guarantees.

The ideas, suggestions, general principles, and conclusions 
presented here are subject to local, state, and federal laws 
and regulations, and revisions of same, and are intended for 
informational purposes only. All information in this report is 
provided “as is” with no guarantee of completeness, accuracy, 
or timeliness regarding the results obtained from the use of this 
information and without warranty of any kind, express or im-
plied, including, but not limited to, warranties of performance, 
merchantability, and fitness for a particular purpose. Your use 
of this information is at your own risk.
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You assume full responsibility and risk of loss resulting from 
the use of this information. Edward C. Vosganian and Plutus 
Financial Group are not liable for any direct, special, indirect, 
incidental, consequential, or punitive damages or any other 
damages whatsoever, whether in an action based upon a stat-
ute, contract, tort (including, but not limited to negligence), or 
otherwise, relating to the use of this information.

In no event will Edward C. Vosganian, Plutus Financial Group, 
or their related partnerships or corporations, or the partners, 
agents, or employees of Edward C. Vosganian and Plutus Fi-
nancial Group be liable to you or anyone else for any decision 
made or action taken in reliance on the information in this 
book or for any consequential, special, or similar damages, 
even if advised of the possibility of such damages.

Neither Edward C. Vosganian nor Plutus Financial Group are 
engaged in rendering legal, accounting, or other professional 
services. If accounting, financial, legal, or tax advice is required, 
the services of a competent professional should be sought.

Facts and information in this book are believed to be accurate 
at the time of publication and may become outdated by mar-
ketplace changes or conditions, new or revised laws, or other 
circumstances. All figures and examples in this report are 
based on rates and assumptions no later in time than August 
2021. Rates and assumptions are not guaranteed and may be 
subject to change. As in all assumptions and examples, in-
dividual results may vary based on a wide range of factors 
unique to each person’s situation. All data provided in this 
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  Disclaimer

book are to be used for informational purposes only. Any 
slights against individuals, companies, or organizations are 
unintentional.
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The study of happiness has consumed the world since the 
beginning of time. Happiness is a common goal that we all 

search for, and it is one standard we can use to measure a suc-
cessful and meaningful life. In fact, studies show that a direct 
correlation exists between happiness in retirement and having 
access to an income stream that is guaranteed—an income 
they can count on and know will always be there, regardless of 
economic climates and independent of the peaks and valleys of 
the stock market. When it comes to retirement, it seems that 
the more secure and reliable your income is, the happier you 
will be.

But I’m getting ahead of myself. 

Let me take you back to 1998. I have to warn you—this story is a 
cautionary tale. During the late nineties, I was at the beginning 
of my career. I worked hard and saved. And I felt that I knew a 
thing or two about investing.  I had a stock portfolio at the be-
ginning of the dot com era that I had carefully cultivated. You 
probably know where this is headed. With investments that had 
grown to roughly $150,000, I was pretty proud of what I had 
accomplished. I thought this was just the beginning toward 
real wealth—the kind of wealth smart guys like myself could 
amass by harnessing the power of the almighty stock market. 
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But then the market crashed.

I lost over 80% of the wealth in my portfolio almost overnight. 
All the analysts had ignored diversification and cash flow, in-
stead focusing on hyping up new businesses. All the hype was 
based on the excitement of new technology and getting in on 
the ground floor of the next “big thing.” It had nothing to do 
with how those businesses generated revenue or their cash flow. 
I had listened to all the talking heads on the major media out-
lets. My wealth was hitched to the volatility of the stock market, 
putting my $150,000 of equity at substantial risk.

When all was said and done, my portfolio that once held 
$150,000 was now worth a measly $20,000. That’s when I sold 
everything. It made me sick just to think about it. All that hard 
work down the drain. Everything seemed to be falling apart 
in the stock market, so in a panic, I sold everything. I cashed 
out thinking that it would be better to walk away with $20,000 
rather than empty-handed. I didn’t feel that I could ride out 
the storm or that it would turn itself back around. I considered 
myself lucky to have saved the $20,000. 

The funny thing is a few mentors ahead of me in their careers 
had constantly cautioned me to not have all my money invested 
in the market. They suggested investment products that I did 
not know much about, and that frankly, got a lot of bad press. 
They also claimed that insurance companies had little-known 
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products shouldering the risk and insisted that you could 
protect your equity even when your money was linked to the 
market. When I protested in disbelief, they shook their heads. 
They said that if I followed their advice, not only would I be able 
to keep my money safe, but I would also sleep well at night. I 
admit, it sounded too good to be true. Yet, I can tell you hon-
estly that those same products that I questioned have helped 
millions of people build retirements that they can count on. 
And you can, too.

When I lost over 80% of my wealth, I was young. I had time to 
re-earn the money. I learned this lesson the hard way. Despite 
what seasoned professionals told me, I didn’t fully realize the 
risk I embraced. I learned that the saying, “don’t put all your 
eggs in one basket,” is not just a cliché; it’s wisdom. Sure, I made 
mistakes along the way, but with a growth mindset, mistakes 
can be just another rung in the ladder you climb towards suc-
cess. In fact, mistakes provide valuable feedback. Henry Ford, 
one of the greatest innovators of our time, said, “failure is only 
the opportunity to begin again, only this time more wisely.”

What I learned from this experience is that diversification is 
not about investing in different types of stock—you know, the 
old song and dance of dividing up your portfolio between ten 
different types of investments to mitigate your risk. That can 
help, but true diversification is about risk management—mak-
ing sure that a substantial portion of your wealth is protected 
from market peaks and valleys. For good or bad, the market is 
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a fickle bedfellow. You might think that protecting your wealth 
from market volatility sounds too good to be true. If this is you, 
I invite you to suspend your disbelief, like my mentors tried to 
get me to do early in my career, and read on. I think you will 
be glad you did.

The rest of the story

I grew up in the suburbs of Detroit, Michigan. My dad was the 
head of corporate investments for a major U.S. Defense company. 
His job was considered financially stable. Yet, during my junior 
year in high school, the unthinkable happened: my father lost 
his job. At that moment, it really hit home that it’s possible for a 
steady income to evaporate in the blink of an eye. Thankfully, my 
mother worked, so we did have income while he looked for new 
employment, but going from a two-income family to a one-in-
come family required some financial adjustments. 

Like my father, I was interested in finance, but I didn’t see it 
as my career path until much later. I finished high school and 
worked my way through college, eventually graduating with 
a degree in Marketing. Needing to practice my interviewing 
skills, I interviewed with several firms. One of those happened 
to be a small financial advisor firm. During the interview, I was 
intrigued by the idea that I could be my own boss, make a good 
living without working from a cubicle 9 to 5, and still achieve 
my dream of helping those around me secure financial free-
dom. I had shadowed some of those cubicle jobs during college, 
and I knew it wasn’t right for me. 
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So, when a local industry recruiter offered me the chance to get 
into the financial world, I took the leap and became a financial 
advisor. What I really wanted to do was help others grow and 
save their money. After watching my parents struggle, I knew 
I wanted to help myself and others be financially independent. 
Along the way, I realized that I enjoyed working hard and mak-
ing money. But I also found that it was very rewarding to help 
others make money too. By sharing my knowledge and men-
torship, I helped people realize their dreams of an independent 
and secure future. I showed them how to relieve the stress of 
the unknown by helping them put a solid plan in place. That 
felt really good.

That was how my career was born. 

Financial planning didn’t just offer me the chance to chart my 
own course and permit me to be my own boss; it also resonated 
with me on a personal level. After watching my parents struggle 
when my dad lost his job, I knew how life-changing financial 
loss could be. 

Don’t just remember the good times

It’s important to remember that markets run in cycles. It’s 
tempting to remember all the good times. That time you made 
100% on your investment! People tend to bury bad memories 
and are therefore doomed to repeat their mistakes. Losing over 
80% of my wealth was a painful lesson. It’s one that I will always 
remember. Have you already forgotten the bear markets of the 



The Happiest People on Earth

17

early 2000s and 2008? How soon we forget the retirement funds 
cut in half in 6 months or the ten years it took for the housing 
market to reach pre-2008 levels.

On March 9th, 2009, the US stock market started its move to-
ward the longest bull market in US history—at the time of this 
writing, going on 12+ years. We are overdue for a major market 
correction. Are you willing to let your investment portfolio 
drop with the market? People are buying into the market at 
record high levels. It’s unsustainable. 

Remember the sage advice from Baron Rothschild, an 18-cen-
tury British nobleman and descendant of the Rothschild 
banking family: “The time to buy is when there is blood in the 
streets.” You buy when the market is down and protect wealth 
during the peaks because after a peak comes a valley. 

Who are the happiest people on earth?

In 2012, a British first-ever national happiness survey hit the 
academic world. The study found that “the happiest people are 
those with a pension and those too young to understand how a 
pension works. The highest happiness reading came from pen-
sioners aged 65-69 who scored a 7.8 on a 10-point scale,”1 beat-
ing out every group apart from the teens who were surveyed 
who had not yet experienced financial stress. The results also 

1  business.time.com/2012/07/30/lifetime-income-stream-key-to-re-
tirement-happiness/
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showed that people who lived in houses they owned outright 
were happier than those renting. 

This survey shows the link between guaranteed income in re-
tirement and happiness during retirement years. Therefore, it 
is safe to conclude that having guaranteed income and housing 
gives retirees a greater sense of security and thus happiness.

Closer to home, studies in the U.S. have shown that retirees 
with a guaranteed income stream are happier because they are 
more confident about their financial future.  From these studies 
and others, it seems clear that “securing at least a base level of 
lifetime guaranteed income should be every retiree’s priority—
at least if they want to live happily ever after.”2

A holistic approach

Early in my career, I focused on college planning. To help those 
needing guidance in this area, I wrote the Amazon best-selling 
book, “The College Funding Dilemma.” The book discussed 
ways to get your children through college without losing your 
sanity, your retirement savings, or winding up behind bars 
trying to pay for it. 

College planning is still very important, and if done right, stra-
tegic planning can save you a lot of money and headache, but 
I knew it was just one piece of the retirement planning puzzle. 

2  www.cbsnews.com/news/retirement-dreams-disap-
pear-with-401ks/3/
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However, I came to realize that college planning is really a 
retirement planning problem. Ultimately, the less money you 
need to dish out for college, the more money you have in your 
paycheck to fund your retirement accounts. With this in mind, 
I decided to write a book dedicated to a more holistic approach 
to planning your retirement. 

In the course of life, you don’t always have to learn by your 
own experience; we can learn just as well from the experience 
of others. I’m writing this book to share my knowledge so you 
don’t have to make the same financial mistakes I did. During 
the height of the Cuban Missile Crisis and the freeze-out of the 
Cold War, John F. Kennedy said, “In a time of turbulence and 
change, it is more true than ever that knowledge is power.” The 
same can be said of today. We live in a time of global uncertain-
ty, with the world being more divided than ever before.

What this book aims to give you is knowledge. This book will 
help you understand why the 401k is not a retirement program 
you can rely on. You will come to understand why Wall Street 
is so excited about novice investors, and why they push these 
novice investors to gamble their retirement futures on the 
volatility of the stock market rather than choose investment 
products that protect and build wealth. 

Lastly, you will be financially educated so that you will never be 
fooled again. As Malcolm X so succinctly put it, “Education is 
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the passport to the future, for tomorrow belongs to those who 
prepare for it today.” Armed with knowledge, you will have the 
power to shape a secure retirement safe from equity risk. Not 
just for 10 or 15 years, but for as long as you live. And possibly 
beyond.



Chapter 2: 

Welcome to Your 
New DIY Retirement 

Plan: The 401k
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Let me share another cautionary tale from history. It’s a 
well-known story about the perils of human hubris that has 

fascinated millions around the globe. 

The story begins on April 10th, 1912, in Southampton, England. 
The world’s most celebrated ship, the Titanic, began its maiden 
voyage across the Atlantic on a bright spring morning. Laden 
with every luxury and technological advancement, it was the 
largest movable manmade object in the world. With 29 giant 
boilers powering two steam engines and revolutionary dou-
ble-bottomed, watertight bulkheads in the hull, the Titanic was 
dubbed “practically unsinkable” and was set to make history.

However, regardless of the careful engineering and state-of-
the-art technology, the Titanic had two design flaws that even-
tually contributed to its tragic end. First, the walls separating 
the watertight bulkheads were a few feet from the waterline 
and could flow from one to the other. Second, the Titanic was 
equipped with an inadequate number of lifeboats. The day it 
set sail, the Titanic carried 2,240 passengers and crew. It also 
carried just 16 lifeboats—or enough room to transport 1,178 
people to safety. It was an oversight that led to the loss of 1500 
lives.
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After four days of uneventful sailing, the lookout spied an 
iceberg emerging from the. The captain quickly reversed the 
engines, and the ship scraped past the iceberg close enough 
to leave ice shavings on the deck. Thinking they had narrowly 
averted disaster, the captain was surprised to find that the 
five of the sixteen watertight bulkheads had already started to 
fill with seawater from a 300-foot gash in the hull below the 
waterline. Now the boat was pitching downward, causing the 
compartments to pour seawater from one compartment to the 
next at an alarming rate. Two hours and forty minutes later, 
lying halfway submerged on its side and listing downward, 
the Titanic sank below the swelling waves and made its watery 
descent to the sea floor.

The Titanic’s tragic demise demonstrates how hyper-optimism, 
overconfidence, and disregarding the laws of nature can cloud 
sound judgment. The engineers were overly confident, thinking 
that the latest technology made an unsinkable ship. In this state 
of mind, lifeboats would be considered an afterthought. Why 
would you protect against a risk that you thought was impos-
sible? Who would need lifeboats on an unsinkable ship? Any 
sailor worth his salt has a healthy respect for the sea and the 
laws of nature. Buoyancy is a matter of physics, and any ship 
sailing the water is at risk to the elements at hand. Yet, when 
the Titanic sank, there was widespread disbelief. Even when 
confronted with the facts, the overconfidence was so deeply 
ingrained in the public’s mind that it took a while for the truth 
to sink in. 
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Like the Titanic, there is a general public optimism regarding the 
401k. The talking heads of Wall Street project over-confidence 
that this system will keep you afloat in retirement. There is also 
widespread disbelief in any news source that claims the opposite. 

In 2008, when the market corrected, millions lost up to half of 
their retirement within months. Some Americans were young, 
they could take the correction and rebuild wealth over time, 
but others had to face the harsh truth that their retirement 
plans would not recover before they had to rely on them for 
income. It was a bitter pill to swallow, yet there has not been a 
shift in how the average American saves for retirement. 

Like the Titanic, the 401k is considered an unsinkable ship that 
can defeat the laws of nature. In the financial world, the laws of 
nature require volatility in the market. History has shown that 
every ten years, there is some type of market correction. We are 
living in unprecedented times.  With 12+ years in a bull mar-
ket, it should not be hard to believe that a market correction is 
just around the corner.

Unlike a typical pension, the 401k cannot provide guaranteed 
income simply because it is based on the stock market—one of 
the most fickle, emotion-driven, hyper-inflated savings vehicles 
available. Sure, you can double your money. If you’re lucky, time 
is on your side. But what happens if retirement is right around 
the corner and a worldwide pandemic hits, or the financial world 
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experiences a corrective dip. What then? The bottom line is that 
when you invest heavily in the market, you risk your equity. 

The Problem with 401ks

The 401k was initially created to create a tax haven for the 
wealthy and a tax cut for corporations. Created in the late 
1970s, when employers offered pensions as part of an em-
ployee’s compensation, “the 401k plans that have become the 
primary source of retirement income for 70 million Americans 
were never designed to be retirement plans in the first place.”3 
Even Ted Benna, the father of the 401k, admits that at its incep-
tion, 401ks were meant to subsidize, not replace, the traditional 
widely-used forms of retirement income at that time: social 
security and pensions. Both social security and pensions give 
you one thing: guaranteed income.  When you retire, they both 
cut you a check for as long as you live.  

If 401ks were never meant to replace the traditional models that 
guaranteed income into retirement, why were they adopted 
so enthusiastically by employers and employees alike? They 
were adopted by companies in part because they were cheaper 
to fund than pensions. Benna claims that companies readily 
adopted 401k retirement plans because they were searching for 
ways to “get the biggest tax break” while legally giving the bare 
minimum to its employees.4 

3  Ibid.

4  www.marketplace.org/2013/06/13/father-modern-401k-says-it-
fails-many-americans/
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Not everything about the 401k is bad. For example, the 
adoption of the 401k by companies turned individuals from 
spenders to savers, while Roth 401ks protect against future tax 
increases. But even with these advantages, all retirees would do 
better with a pension. But those days are long gone. Given that 
less than 13 percent of Americans have pensions, it is quickly 
becoming a thing of the past.

Problem #1: Americans can’t save enough

A recent 2020 Ameritrade survey revealed that, on average, 
nearly “two-thirds of 40-year-olds in America have less than 
$100,000 saved for their golden years.”5 In addition to that so-
bering fact, the survey also revealed that 53% of those between 
the ages of 50 and 59 also have less than $100,000 saved for 
retirement. Clearly, even with increased savings, the average 
American is hard-pressed to save adequately for retirement.

Yet, even with increased discipline to save for retirement, sta-
tistics show that Americans find it hard to not dip into their 
hard-earned savings. Another sobering statistic shows that a 
whopping “44% of people in their 40s have already withdrawn 

5  www.internationalinvestment.net/news/4011535/half-ameri-
cans-usd100-retirement-savings
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money from their retirement accounts. Another 41% of Amer-
icans aged between 50 and 59 have done the same.”6 Life hap-
pens, and when your daughter goes to college, or you want to 
help your son with a down payment on his first home, or pay 
for a medical emergency, it’s hard to resist the urge to not tap 
into the money you’ve dog-eared for retirement. 

In fact, experts now forecast that “millions of middle-class 
baby boomers will fall into poverty, or near poverty, in old 
age—thanks to the failure of the 401k experiment.”7  When 
coupled with fading social security benefits, the future looks 
gloomy indeed, yet, confidence and optimism in the 401k still 
abounds. Still, research shows that Americans struggle to fund 
their 401k retirement.

“Today, the typical middle-class household nearing retirement 
has saved $120,000—a tenth of what many say it needs.”8

Problem #2: Misunderstanding the nest egg

6  www.internationalinvestment.net/news/4011535/half-ameri-
cans-usd100-retirement-savings

7  www.demos.org/research/failure-401k-how-individual-retire-
ment-plans-are-costly-gamble-american-workers

8  www.marketplace.org/2013/06/13/father-modern-401k-says-it-
fails-many-americans/
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Contrary to popular belief, your income in retirement is not 
solely dependent on the size of your nest egg. You hear all sorts 
of numbers thrown around about how much money you need 
to retire. Some say 80% of what you are living on now, or 1.5 to 
1.7 million. But no matter how big that stack of money is, it is 
not how much you have that counts, but what it will produce 
for you in retirement. Tom Hegna, financial expert and author, 
once said, “I have seen people who never made over $30,000 
per year retire comfortably, while couples who made hundreds 
of thousands of dollars approach retirement almost penniless.”

If you don’t have a guaranteed income stream, your income in 
retirement could be less than you planned for. Taxes and infla-
tion are two variables that can profoundly affect how far your 
income will stretch. 

Problem #3: Novice investors 

As the 401k gained steam in the 80s, this new idea of do-it-
yourself retirement flooded the investment world with millions 
of novice investors. And Wall Street welcomed them with open 
arms. 

Not only are the majority of Americans not equipped with the 
knowledge to deal with market complexities, but Wall Street 
has made it increasingly tough to follow the money. 

Brooke Hamilton, a financial professional who helped design 
retirement plans for some of the country’s biggest corporations, 
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told Stephen F. Kroft during a 60 minutes interview that it was 
the beginning of the end “when employers began turning 401ks 
into retirement plans.”9 According to Hamilton, “the prospect 
of trillions of dollars in the hands of unsophisticated investors 
opened the door of all sorts of potential abuse.”10

Not only are potential investors at risk for abuse by those in 
the financial world seeking personal financial gain, but the 
offerings in mutual funds are what Hamilton calls “mediocre.” 
He tells Kroft, “I’m being real honest with you...  half the funds 
on the list are real dogs…[and] shouldn’t be on the list to start 
with.”11

In that same interview, George Miller, the chairman of the 
House Committee on Education and Labor, claimed that most 
401k options had high expenses. Miller says, “there clearly has 
been a raid on these funds by the people of Wall Street. And it 
costs the savings of future retirees a lot of money that would 
otherwise be in their account.”12 

Switching and choosing plans can be complicated and difficult.  
Many people simply close their eyes and throw a dart at the 
wall, hoping it sticks. They don’t have a clue about what fees 
they are paying or what stocks they have invested in. They 
continue to hold onto the optimism and confidence that if they 

9  pensionpulse.blogspot.com/2009/04/public-pension-shakedown.html

10  Ibid.

11  Ibid.

12  Ibid.
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just follow the conventional wisdom of investing in a 401k and 
saving for retirement, over time, everything will work out just 
fine. Wall Street preys on 401k plans simply because they can. 
Consumer ignorance and high barriers to switching plans all 
but guarantee them a nice hefty slice of your hard-earned cash 
through hidden fees. 

“Now you have a bunch of economic wizards jumping in and 
taking money out of your retirement plan, and they don’t wan-
na tell you how much, you can’t decipher it in simple English, 
and they are not interested in disclosing it,” says Miller. “You 
can look on any page you want, and you will find some of the 
fees and the commissions there, but you won’t find them all, 
and I’ll bet you won’t find half of ‘em. There are legal fees, trust-
ee fees, transactional fees, stewardship fees, bookkeeping fees, 
finder’s fees. The list goes on and on.”13 Miller goes on to say 
that fees are never listed on the prospectus and any individual 
attempting to create fee transparency will feel the full fury of 
lobbyists.  

Research has found that the fees charged by 401k plans and 
mutual funds are often excessive, far beyond the actual costs of 
managing the investment. Financial firms have a bottom-line 
interest in pushing these fees as high as the market will bear. 
There is no financial Hippocratic oath to do no harm when it 
comes to hidden fees.

13  Ibid.
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However, the 401k system does seem to work for one group of 
people: Wall Street. In fact, it does a better job of enriching the 
financial sector than providing retirement security to Amer-
icans. So, while you were working and saving with the hopes 
of living a modest and secure lifestyle, these guys are literally 
living off the income that you should be enjoying yourself.  And 
they don’t feel bad about it all.

Problem #4:  401ks increase your equity risk

“Americans have more saved specifically for retirement than 
ever before,” writes Stephen Gandel in an article for Time. “The 
past year has shown that even with our added savings, we are at 
much greater risk today of our bank accounts running empty 
than when employer guaranteed pensions were the norm.”14

“Individuals will bear the brunt of the market turmoil as the 
shift to 401ks continues.”  Alicia H. Munnell, director of Center 
for Retirement Research at Boston College, said that “Amer-
ican retirement savings need to be protected” because most 
advisors are concerned about bolstering performance returns 
when they should be focused on ways to help clients manage 
equity risk. In the early years, your nest egg is driven mostly 
by contributions. As a result, the longer you hold the 401k, the 
more market-exposed your equity becomes. 

14  content.time.com/time/subscriber/article/0,33009,1929233,00.html
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Problem #5:  Don’t protect against longevity risk

Simply put, longevity risk is the possibility that you may outlive 
your assets. 

Retirement expert Tom Hegna claims that “math and science 
demand that in order to have a successful retirement, you must 
take longevity risk off the table. Stocks, bonds, CDs, and real 
estate CANNOT take longevity risk off the table.”15 For exam-
ple, unless the social security system is overhauled, it is only 
expected to pay out 77 percent of promised benefits after 2033.16 
Forbes recently cited a report that shows that for 40 percent of 
retirees over 60, social security will be their only income.17  

If the 401k isn’t the answer, what is?

A growing number of financial experts are encouraging people 
to find safer ways to save money. It’s clear that traditional forms 
of guaranteed income, like pensions and social security, are 
slowly fading away. But the need for them still exists. Hegna 
would say that one of the best ways to create lifetime, secured 
income is through annuities. I would add that it’s also import-
ant to plan and prepare when times are good. The happiness 

15   www.forbes.com/sites/jamiehopkins/2015/04/06/6-rea-
sons-to-consider-buying-longevity-insurance/?sh=7b3de62d5ed4

16  Ibid.

17  www.forbes.com/sites/andrewbiggs/2020/01/27/factcheck-
do-40-of-retirees-rely-on-social-security-for-their-entire-in-
come/?sh=27c54f6e2db4
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study showed that “those who have a plan for retirement are not 
only in a better place financially, but also have a more positive 
outlook for their retirement future.” 

Make no qualms about it. The three-legged stool of retirement 
is wobbly. A historic market correction is right around the cor-
ner. Will you prepare when times are good? 





Chapter 3

The Perfect Storm 
to Rock Your 

Retirement Boat
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Every November, the state officials overseeing Texas’s main 
electric grid decide whether or not the system can handle 

the power demands of the upcoming winter. It’s not unusual 
for Texas to have a few storms during the winter, and these are 
taken into account. In November 2021, the official decided that 
the system would provide plenty of power, even under extreme 
conditions. Thus, many were shocked when, in February of 
2021, a severe storm pushed arctic air across the great plains, 
leaving frozen wind turbines in its wake and crippling the 
power grid to 60% of its capacity, plunging much of the state 
into darkness. For days, people were without heat, power, and 
water. Lines of people snaked outside grocery stores as those 
unprepared rushed to buy water and other essentials. 

Once the storm hit, the Electric Reliability Council of Texas 
(ERCOT) said it was minutes away from total blackout. If 
a blackout occurs, ERCOT must initiate a “black start.” This 
involves using generators at specified power plants to restart 
them to gradually reintroduce electricity into the power lines 
creating “islands” of power until the grid is back up. Dan 
Woodfin, ERCOT’s senior director of systems operations, said 
that a black start procedure is “an incredibly difficult process 
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and takes time.”18 It was also his opinion that a black start could 
potentially bring the state to its knees for weeks or even months. 
Just imagine that. The state of Texas, an “economy that would 
rank 10th globally if it were considered a country,”19 brought to 
its knees in a matter of hours.

In the days before the storm, Texas warned its residents about 
the forecasted extremely low temperatures. The problem was 
not adequate warning. Texas has systems in place to predict 
and prepare for inclement weather; Texas knew a storm was 
coming. What Texas did not anticipate was the severity of the 
storm. 

Lessons learned from natural disasters

Believe it or not, you can learn a lot about mother and human 
nature from natural disasters and our response to them. In 
chapter 2, I shared a well-known story about the Titanic. It 
highlights how hubris and overconfidence can lead to tragedy. 
Texas’s story, however, is the story of a foretold disaster. 

Do we not see a similar story today? Experts have repeatedly 
warned that investing all your money in the stock market will 
expose you to unnecessary risk. We have seen market crashes 
before. But in good times, we easily forget the market crash of 
2008. Instead of doing the hard work of planning and prepar-

18  www.texasmonthly.com/news-politics/texas-blackout-prevent-
able/
19  Ibid.
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ing when times are good, we kick the proverbial can down the 
road. It doesn’t mean the problem goes away, just that you delay 
the consequences, and those consequences tend to compound 
over time.

Ignored warning signs

This wasn’t the first time that Texas had experienced a storm of 
this nature. Back in 2011, ice storms descended upon the state 
causing rolling blackouts and power shortages. Experts warned 
that current systems need to be shored up with backup reserves 
of power. These warnings made a lot of sense, but they knew 
that doing so would result in higher energy rates. Plus, these 
catastrophic events happen once every decade. Nobody wanted 
to make sacrifices today to prevent potential catastrophe ten 
years into the future. 

Texans didn’t want to address weaknesses in their energy sys-
tems because it would result in higher electricity rates. They 
kept low rates, but at what cost? Once the storm rolled in, 
businesses were disrupted, lives were upended by broken pipes 
and flooding, not to mention the uncountable toll of human 
suffering and death. Politicians and Wall Street operate the 
same way. People don’t like to hear about tax hikes and social 
programs being underfunded or ending. What is the real cost 
of ignoring broken systems? Politicians like to keep the people 
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happy, even if that means adding trillions to the national debt 
to do so. If we continue to throw money at problems, it will 
delay the consequences, but only for a time.

The state of Texas lost 40% of its power in a mere couple of 
hours. Can you afford to lose 40% of your retirement in the 
amount of time it takes you to do your laundry? Woodfin es-
timated that if Texas degraded into a black swan that it could 
take weeks, potentially months, for the state to recover. And 
that was probably a very optimistic assessment. 

Depending on where you are in your career, you may not have 
the months, even years, to rebuild your wealth. Like Texas, we 
should learn from the mistakes of the past. Many retirement 
accounts in 2008 experienced a “black swan” moment. During 
the 2008 recession, “the nation’s 401ks and IRAs lost roughly 
$2.4 trillion in the final two quarters of 2008. Over half of the 
people over age 60 with a 401k and IRAs lost more than 20%”20 
of their retirement. But did that “black swan” event create a 
catalyst for change in how we plan and save for retirement? Did 
the American public start evaluating market risks and start 
looking for safer options? Sadly, the answer is no. Most people 
are just as heavily invested in 401ks and IRAs today as they 
were over ten years ago. 

20  www.forbes.com/sites/teresaghilarducci/2018/12/05/big-retire-
ment-losses-if-the-market-crashes-tomorrow/?sh=213e83c27dab
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Underestimated mother nature

The stock market, like mother nature, is unpredictable. Most 
people know this, but they don’t know what to do about it. 
History has proven time and again that if you rely on a variable 
market driven by emotion, that at some point, an unexpected 
event can render that system unstable. We have seen it happen 
before, and it will most certainly happen again. So, the only 
question now becomes, how can you prepare for what you 
know for certain will happen in the future?

For the record, I am not suggesting that individuals should not 
be invested in the stock market. However, just as someone in 
Texas will advocate for getting rid of variable resources like 
wind and solar because of severe storms, the more relevant 
question is how do you harness these resources while protect-
ing yourself from an unstable system prone to crashing?

If you still aren’t convinced that a major market correction is 
just around the corner, read on to see how the perfect retire-
ment storm is gathering on the horizon. There is proof, like the 
weather forecasters in Texas, that a storm is brewing. We can 
count on that. What we don’t know is how severe it will be. All 
the signs were there—experts warned the public, compromised 
systems were not fixed, and underestimating the storm’s sever-
ity—all led to the story of a disaster that will go down in the 
history books.
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The perfect storm

A perfect storm is defined as an event in which a rare combina-
tion of circumstances drastically aggravates an event. The term 
is usually used to explain a severe storm that results from a 
rare combination of events happening all at once. However, the 
perfect storm is a bit of an oxymoron. “There is nothing perfect 
about a storm which creates a calamitous situation, other than 
that the storm is the perfection of the elements which came 
together to create it.”21

In financial terms, the perfect storm consists of three elements: 
income tax, inflation (also known as the invisible tax), and 
market volatility. 

21  u-s-history.com/pages/h2133.html
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These three elements colliding when you reach retirement will 
create the perfect storm that many will be hard-pressed to es-
cape unharmed. Think of the airline and cruise ship industries 
after a year of battling the worldwide pandemic of 2020. At the 
time of this writing, these industries are still struggling finan-
cially. The rare, right mixture of elements caused a financial 
storm that could not be escaped. It disrupted whole industries 
and those who rely on them. This is the severity of the storm 
that I am talking about. In the coming years, taxes and inflation 
will increase at such a rate that they will seriously cripple your 
retirement, not just keep you from buying that second home. 
Remember, it’s the severity of the event that matters, not the 
actual event itself.

Prepare when times are good

It goes against human nature to prepare when times are good. 
We all want to enjoy the moment of good times. Benjamin 
Franklin once said, “By failing to prepare, you are preparing to 
fail.” Timing is important. The time to prepare for the storm is 
not when it is bearing down upon you, or in other words, in the 
last couple of years before you retire. 

The 2008 recession seemed to come out of thin air, but those 
looking back can clearly see indications that it had been build-
ing for years. I’m telling you right now, in no uncertain terms, 
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our economy is moving toward another big market crash. It’s 
probably not going to happen tomorrow or the next day, but 
you will see it building like black clouds on the horizon. 

The perfect storm is coming. Make no mistake. The deadly com-
bination of rising taxes and inflation coupled with an economic 
crisis of unprecedented severity will create the perfect storm 
that will cripple even the most modest of retirement dreams. 

The current 401k system secured only by a volatile stock mar-
ket will absolutely lay waste to retirement futures. We have to 
do better. Learn from history. Instead of ignoring the market 
indicators and financial experts that urge change, decide today 
to decrease your equity risk in a volatile market by funding 
additional tax-free income streams. Not only do these tax-free 
income streams protect you from rising taxes, but many of 
them can also protect your wealth from market volatility. 

Preparing now, while times are good, will decrease your equity 
risk in a volatile market. If the perfect storm hits during the five 
years before or after you retire, you will have a higher chance of 
running out of money. Depending on your circumstances, you 
may have to consider working into your 70s to meet your basic 
needs. This is especially when you are living on a fixed income. 
When the lifeboats are full,  and the ship is descending into 
the stormy seas below, or the electrical grid is sliding toward a 
black start, the time to prepare has passed. 

Act now.
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Jim Moran, a successful marketer of the automobile industry, 
once famously said, “The future belongs to those who prepare 
for it.” So go ahead, have the grit and courage to prepare for the 
future you want. Don’t leave it to chance. 



Chapter 4

It’s Simple Math: 
Taxes Will Increase
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A few years ago, I had the opportunity to attend a conven-
tion in Maui. Excited about the location, I made plans 

to explore the island in my downtime. This included plans to 
spend lots of my discretionary time outside, either on the beach 
soaking up the sun or exploring the island. I decided to splurge 
a little and rent a Jeep Wrangler, thinking that it would be fun 
to have a carefree day exploring the island’s Hana Highway.  I 
also planned to rent a bicycle and ride down the 10,000-foot 
summit of Haleakala, an active volcano in the area. I was really 
excited about this trip. 

The day came that I was scheduled to arrive in Maui, but as I 
stepped off the plane into the humid air, ready to be hit with a 
blast of warm sunshine, I was surprised to feel the light patter 
of rain on my face. In fact, it rained three of the four days that I 
was at the convention. There were no top-down rides in the Jeep 
through lush jungles or lazy days on the beach. No bike rides 
through the volcanic landscape of the famed Haleakala. The 
weather completely changed the itinerary of my trip, and after 
so much careful planning, I was really disappointed. I ended up 
spending most of my downtime doing indoor activities at the 
hotel. It was the last thing that I had expected.
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Maybe I should have planned on rain. Maui is a tropical island, 
after all. But it’s no fun to plan around the rain. I’d much rather 
dream about sun and top-down Jeep rides. It’s typical of human 
nature to want to plan out all the fun details and marginalize 
the party-killers. And planning for how taxes might affect your 
income in retirement is indeed a party killer. 

In fact, apart from diversification, this is probably one of the 
most common mistakes I see people make that can be easily 
avoided—they don’t consider the impact that taxes will have on 
their income. Instead, they think about nest eggs, or in other 
words, how much money they will need to retire—an actual 
dollar amount. But what they fail to do is take into account how 
that money will cash flow once the government carves out their 
fair share or when inflation takes a pretty good slice of the pie.

So first, let’s acknowledge the elephant in the room. You’ve 
probably heard the conventional wisdom from the talking 
heads on CNBC argue that you should defer your tax liabili-
ty into retirement because you will have fewer expenses and 
require less income to maintain your quality of life. Lower 
income means a lower tax bracket. Problem solved. 

What if I told you that instead of being in a lower tax bracket 
when you retire, that you could be in a higher tax bracket, may-
be even paying close to double what you pay now. This isn’t just 
possible; it actually just comes down to plain old economics 
and math. Today, we live in the lowest tax bracket in history, yet 
our spending has increased exponentially. This doesn’t add up, 
yet no one seems to be all that concerned. 
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Like the old adage says, when you hit rock bottom, there is 
nowhere to go but up. That applies equally as well to tax brack-
ets. The following chart shows the history of U.S. tax brackets 
spanning the last 100 years. Other than a short blip during the 
1930s, today’s average top tax rate is 61% lower than the average 
tax rate between the years 1915-1885 

David Walker, the accountant for the U.S. Government Ac-
countability Office from 1998 to 2008, said that to tackle the 
national debt, “the government will need to spend less than 
projected and tax more than it historically has. That means that 
. . . it will do less than people are expecting and tax more than 
people are accustomed to.”

David Walker is probably a guy who knows what he is talking 
about. The government will do less but tax more. This is the 
prediction of the accountant of the U.S. government. 
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Let’s take a look at the factors that will assuredly drive taxes 
higher.

Paying interest-only

I’m sure you are familiar with the game Jenga. It’s a tower made 
completely of wooden rectangles of wood that you stack in lay-
ers. When one person pokes out a piece, he puts it back on the 
top of the tower, and the game continues until the bottom layers 
of the tower become so unstable that it eventually topples. This 
is where our government is headed in terms of spending. We 
keep adding debt to an already wobbly deficit tower.

Most of our debt is loaned from other countries, and we pay just 
the interest on the debt. Bear in mind that our debt collectors 
can call the debt due at any time, and the U.S. would struggle 
to pay off this existing debt if suddenly called due. Eventually, 
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the interest is going to be more than our nation can pay. We are 
mortgaging our kids, grandkids, and great-grandkids’ futures 
by continuing to go further into debt. 

The following graph shows the ten U.S. presidents with the 
biggest debt increases. I’m sure there is no question in anyone’s 
mind after all the stimulus acts passed under Biden that his 
name will be added to the list. 

Regardless of what any politician tells you, the rising national 
debt is simply a way to defer the inevitable: increasing taxes. 
It’s like maxing out that credit card you have and making only 
the minimum payment every month. As credit card companies 
well know, after 6 months of this, it becomes increasingly hard-
er to dig yourself out of the debt as the interest charges keep 
piling on top of the principle. The debt that once was a small 
anthill has become a tower. 
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“Free” health care, “free” social programs, student loan debt 
forgiveness, stimulus packages embedded with wish lists to 
lobbyist groups, and unfunded promises like social security 
all contribute to the swelling $28 trillion figure, up 4.4 trillion 
from last year. And that’s just the money that’s already been 
spent. Unfunded promises, like social security, add on another 
$25 trillion in debt. If it’s hard to imagine the sheer massiveness 
of that number, think of it this way: that’s $483,000 of public 
debt for every American household.22 

No one likes to think of it as such, but the national debt is 
considered public debt. Even though you have paid your taxes, 
you still share the burden of the government’s debt. Just like 
Walker claims, this unbalanced equation of high spending and 
low taxes does not add up. Eventually, the piper must be paid. 
And how will the government do it? Cut programs and shrink 
the government and stop spending? Not likely. Increase taxes? 
Extremely likely. If you didn’t have a government that spent 
money, you would have no need to raise taxes. It’s as simple as 
that.

At some point, the tower is going to topple. We can’t keep 
spending and not paying down our debt forever. The national 
debt will have to be dealt with, and like it or not, the way we 
tackle this massive debt will be through tax increases. And not 
just on the wealthy.

22  https://www.cnn.com/2009/POLITICS/04/03/gregg.budget/in-
dex.html
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Taxing the rich won’t work

If you think taxing the rich will take care of some of the prob-
lems, think back to Ronald Regan, our 40th president and for-
mer Hollywood movie star.  He once claimed that his decision 
to make only two movies per year was driven largely by the 
tax brackets at that time. In the late 1940s and early 1950s, the 
industry paid him $100,000 for each movie he filmed. During 
the years between 1941 through 1963, the highest federal mar-
ginal tax rate for individuals making over $200,000 was 91%.23 
He also lived in California, a high tax state.  With no financial 
incentive to work further, he settled on making two movies a 
year to avoid paying a hefty tax bill that would have robbed him 
of virtually all his income above and beyond. 

The rich, undoubtedly, find ways around the tax code. We all 
know this. They utilize some of the best tax-advantaged invest-
ments in protecting their wealth and taking advantage of these 
legal loopholes in the tax laws to shelter their wealth from the 
taxman. And you can too.

We are currently living through the lowest tax rates in history. 
Is it really possible to believe that taxes will not increase? In 
fact, at the writing of this book, you have already seen the start 
of this process as President Biden moves to enact legislation 
that will raise taxes on corporations and those making over 
$400,000. In 10 years, tax brackets and personal income taxes 
are guaranteed to be higher. 

23  https://teachinghistory.org/history-content/ask-a-histori-
an/24489



It ’s Simple Math: Taxes Wil l Increase

53

Panem et circenses

The direct translation of this Latin phrase is “bread and cir-
cuses.” Panem et circenses is a phrase coined by the Roman 
poet Juvenal. In his writing, he used this term to describe 
how the selfishness of the common people led them to neglect 
wider areas of concern. “Two things only the people anxiously 
desire—bread and circuses,” Juvenal wrote. The Roman gov-
ernment was adept at keeping the Roman populace happy by 
distributing free food and staging huge spectacles of strength 
and skill, called the gladiator games. These were tools the 
Roman government used to placate a population. The Romans 
masterfully kept their people happy and docile with a steady 
stream of entertainment and political policies.

In our day, “free” social programs are the government’s mod-
ern equivalent to “panem et circenses.” These programs are 
meant to divert us from thinking about rising taxes and the 
swelling national debt. The government promised free health-
care for retirees, guaranteed social security wages, student loan 
forgiveness, and “free” college tuition. In fact, those all sound 
really nice. Who wouldn’t want those? But they definitely aren’t 
free. If you look at your paystub, most of these programs are 
funded right from you every two weeks, like clockwork. Even 
more sobering, and as we move through time, these financial 
problems are compounded by inflation and the baby boomer 
generation teetering on the cusp of retirement.
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A new economic reality

What can be done? America will have to raise taxes, cut social 
programs, or reduce spending. Which one will our government 
do? It’s political suicide to cut programs. It’s almost impossible 
to reduce government services and spending. Once people get 
used to something, they want it forever. 

Margaret Thatcher, the British prime minister from 1979-1990, 
is famous for saying, “the problem with socialism is that you 
will eventually run out of other people’s money.” Free social 
programs kill a strong economy. Eventually, even the taxpayer 
will not have the money to fund the programs.

Instead of basking in the warmth of their golden years, it seems 
more than likely that those approaching retirement will come 
face-to-face with hard times, as both individual and govern-
ment tax burdens become too weighty. 

401ks and IRAs are liabilities in a rising tax 
environment

No longer do you need to speculate whether or not tax brackets 
will be higher in the future. You can count on it. If you, like most 
of mainstream America, have utilized your 401k as your primary 
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means of saving for retirement, you are likely going to be disap-
pointed with your cash flow. The 401k and IRAs were designed 
to defer taxes—a great idea if you think you will be in a lower 
tax bracket in the future. But it’s a terrible idea if you are retiring 
in a rising tax environment. As unbelievable as it sounds, you 
can absolutely make less in retirement and pay higher taxes than 
what you are paying now. In fact, it’s virtually guaranteed.

One thing that I have learned by meeting with people over the 
years is that most people simply don’t consider the dent that 
taxes will take out of their retirement income. They need to 
know what their cash flow will be after taxes. That’s the real 
number. It’s not the nest egg number that’s important. You 
might have a million saved, and you think you are golden, 
but what if you are in a 30% tax bracket or higher? If you were 
expecting to live on $5,000 a month, at a 30% tax bracket, your 
income after taxes is only $3800. Worse still, you probably can’t 
come up with the difference because you are now living on a 
fixed income. In fact, income tax might be one of your largest 
expenses when you retire if the majority of your savings is in 
tax-deferred vehicles like traditional 401ks and IRAs. 

Boston College recently published a study that shows that half 
of Americans will be at risk of not being able to maintain their 
standard of living in retirement.24 Bear in mind, this study 

24  crr.bc.edu/briefs/how-would-more-saving-affect-the-national-re-
tirement-risk-index/
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was completed before the Pandemic hit, so the statistics might 
be even worse. A study at Stanford University also shows that 
baby boomers have 20 percent lower household wealth and 100 
percent more debt than the generation born during World War 
II.25

The true purpose of a retirement account is to maximize your 
retirement income at a period in your life when you can least 
afford to pay the taxes. That’s the true purpose of retirement 
income. This is why experts encourage people to save alternate 
streams of tax-free income. This insulates your wealth from 
rising taxes and brings the security that you need when living 
on a fixed income.

It’s smart to take advantage of savings vehicles like Roth IRAs 
and life insurance products in a rising tax environment. Taking 
advantage of these vehicles when taxes are historically low is 
one of the surest ways of protecting that nest egg that you’ve 
worked so hard to build and making sure it can cash flow well 
into retirement. If your company offers a 401k match, by all 
means, invest what you need to get the matching, but no more. 
Instead, invest the rest of your money in income streams that 
are protected from taxes. 

Maybe you think you’re stuck with your 401k. You’ve been 
working for 15 or 20 years, and all your money is there. Did 
you know that you can move money from a 401k account over 
to an annuity or a cash value life insurance policy? It’s just like 

25  longevity.stanford.edu/sightlines-financial-security-special-re-
port-mobile/#retirement-preparedness
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moving it to a Roth IRA, but without the equity risk. I have 
helped many clients do this over the years.

If you only had to face rising taxes in retirement, you might 
make it through okay. But a retirement account hit with rising 
taxes, coupled with rising inflation, underpinned by a stock 
market spiraling out of control is a retirement killer. 

You can’t rely on the government to make things right. After 
all, it’s the government encouraging the American public to 
take on DIY retirement plans like the 401k. Take matters into 
your own hands and commit to a 0% tax bracket in retirement 
by swearing off the traditional 401k and embracing insurance 
products proven to shelter your money from tax and protect 
the principal from market peaks and valleys. 





Chapter 5

Inflation:  
The Invisible Tax
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Do you remember the days when having a dollar in your 
pocket meant you could buy anything you wanted at 7-11? 

Or when $20 seemed like a small fortune for a kid? How about 
when a million dollars, or even $500,000, seemed like such a 
large sum of money? Although not visible on a daily basis, I 
think most of us recognize that inflation exists and does erode 
the buying power of money.

A friend of mine recently visited the British Museum in London. 
The museum is massive, but in one small room by an exhibit on 
clocks is a small permanent exhibit dedicated to the history of 
money. It is fascinating to see all the different forms and shapes 



Inflation: The Invisible Tax 

61

that money took over the years, but what struck my friend the 
most was the wall at the far end of the exhibit. This wall was 
covered from top to bottom with paper currency from all over 
the world bearing values as high as 100,000.  In big, bold letters 
placed directly on top of the money were these words: This 
money is worth less than the paper it is printed on. My friend 
realized that the printed value of all the money on the wall did 
not represent its actual worth. In fact, all of it was only worth 
a couple of cents, if that. It was truly a visual representation of 
what inflation can do to a dollar.

A popular website likes to claim that if you had spent $100 to 
purchase 4.54 shares of Apple at its IPO price, that you would 
now have $67,564. At 675 %, that’s an amazing return. Yes, the 
investments do grow over time, but what these websites fail to 
highlight is how much that money is worth today. 

To help put this in perspective, consider this example: Let’s say 
that you invested $100 in the S&P 500 index in the 1950s. By 2021, 
your investment would earn you roughly $150,000 on top of the 
original investment of $100. Sounds pretty good, right? However, 
here’s the catch. These numbers are NOT adjusted for inflation. 
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In order to calculate the real return of the investment, you must 
take inflation into account. In this scenario, the compounding 
effect of inflation would account for almost 90% of the returns. 
That means that your real return on the original investment of 
$100, taking inflation into account, is only $15,000, not $150,000. 
If you also account for capital gains tax, your return on your 
investment decreases to $12,000 (given a 20% tax bracket).

We all know that the “real value” of the dollar decreases over 
time. The following graphic shows the waning purchasing pow-
er of the U.S. dollar from 1930 up until present day 2020. 
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Since we all live with inflation, this is not all that surprising. 
No product or service is immune to inflation. However, the 
costs of some services and products will outstrip the inflation 
rate as expense rates can grow more quickly. Health care costs 
are one of those services anticipated to increase dramatically 
in the coming years. One of the biggest challenges that retiree 
incomes face is the ever-looming threat of rising health care 
costs. As you age, access to and paying for quality health care is 
of vital importance. 

Inflated health care costs

If you can stomach it, consider these staggering statistics: 

The Centers for Medicare and Medicaid Services (CMS) antici-
pates that overall health care costs will rise by an average of 5.5 
percent per year over the next decade.26 

The CMS also expects that the prices of routine health care—
like hospital services and prescription drugs—will grow at an 
average annual rate of 2.5 percent over the next ten years. Over 
the last decade, the annual increase was 1.3 percent. That’s an 
increase of almost 50%!  

26  www.epi.org/publication/studies_sttb/
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In addition to healthcare costs skyrocketing for everyone who 
has to pay them, the U.S. Census Bureau expects that the num-
ber of individuals age 65 and older will increase by 16 million 
over the next decade. In comparison, the under-65 population 
will only increase by 5 million.27 Every day, 10,000 Americans 
reach the age of 65. In 2024, those 65 and older entering re-
tirement will peak at 12,000 a day. Also, keep in mind that the 
birth rate in the U.S. has been steadily declining since 1979. As 
a result, we have fewer workers to pay into a system that will 
demand more income as its aging population enters retirement.

Numbers don’t lie. Paying for health care as you age will be an 
incredibly difficult financial burden to bear. 

What causes inflation?

Inflation does have a way of creeping up on you. Yet, no one can 
argue with the fact that goods are much more expensive today 
than they were 20 years ago, and they will be even more costly 
twenty years from now. More sobering than that is the rate at 
which inflation is accelerating. 

I recently received a letter in the mail from American Express 
advertising a new savings account at .005 percent. On average, 
the inflation rate for the last 70 years is 3%. If the bank offers 
you .005 percent, and inflation is 3%, it is almost the same as 

27  www.pgpf.org/blog/2019/05/healthcare-costs-for-americans-pro-
jected-to-grow-at-an-alarmingly-high-rate
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stuffing your money under your mattress. For example, if an 
investor earned 2% from investments, but the inflation rate 
was 3%, the investor made -1% in real terms. You actually lose 
money when interest rates do not exceed the inflation rate. 

You know you’re in trouble when the interest rates don’t keep up 
with inflation. We know that inflation is part of the economic 
landscape, but certain things can fan the flames, so to speak, and 
create problems on a national scale. One of those “fans” that can 
push inflation higher is how governments print money.

Printing money

Let’s face it. Governments are just not in it for the long game. 
They love to interfere in free markets, but always with a myopic 
view. They may infuse the economy with money or play with 
interest rates, making people happy in the short term, but, in 
the long run, their meddling ultimately causes problems, re-
sulting in inflation and currency devaluation. 

The following chart shows the steady rise of money printing 
and illustrates how the printing of money has spiked sharply 
since 2020. 

Government spending, unchecked, is a sure way to devalue the 
dollar. In some cases, it can even lead to hyperinflation or infla-
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tion on steroids. One great example of how hyperinflation can 
destroy an economy comes from post-World War I Germany. 
Following the war, the Weimar Republic of Germany struggled 
to encourage economic growth while paying war reparations. 
To solve the problem of stimulating the economy and paying 
down debts at the same time, the German government decided 
to print more money. Unfortunately, this resulted in a huge gap 
between the supply of paper money and the actual demand for 
products. 

By the end of 1923, the inflation rate in Germany was 322% per 
month, or an annual rate of more than 3 billion percent. In fact, 
like the billions of dollars pasted onto the walls of the British 
Museum, money in Germany at that time was so worthless 
that people pushed wheel barrels full of money to the store just 
to pay for one loaf of bread. They also used money in place of 
firewood to keep warm. 

The definition of hyperinflation is something that occurs 
“when the monetary and fiscal authorities of a nation regularly 
issue large quantities of money to pay for a large stream of gov-
ernment expenditures.”28 Sound familiar? The pandemic has 
allowed fiscal authorities to issue large quantities of money to 
pay for all three stimulus packages. Some view inflation of this 
sort as a “form of taxation in which the government gains at the 
expense of those who hold money while its value is declining.”29 

28  www.econlib.org/library/Enc/Hyperinflation.html

29  Ibid.
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Most experts disagree that hyperinflation is likely; however, let 
me remind you that no one thought the Titanic would sink or 
that Texas would spiral into a blackout from a once in a decade 
severe storm. Yet it happened. Even if most economists don’t 
believe that the U.S. is at risk for hyperinflation, most econo-
mists DO agree that inflation lowers economic welfare. 

Investopedia claims that there are two primary causes of in-
flation: an increase of printed money that is not supported by 
economic growth (stimulus packages would fall under this cat-
egory) and a type of demand-pull inflation where demand will 
outpace supply.30 We saw an example of this during 2020 when 
grocery shelves were empty, and toilet paper was just a dream.

In other words, hyperinflation occurs when the natural forces 
that govern supply and demand become unbalanced. When 
governments print more money in response to a crisis, like we 
saw when Germany tried to rebuild its country and economy 
after World War I, natural forces become unbalanced. But the 
crisis doesn’t always have to be a war. The crisis that disrupts 
the supply and demand equilibrium can be a poor economy, 
disease, natural disaster, or even a sense of panic that causes 
people to hoard—all of these things lower supply, which increas-
es demand, resulting in a spike in prices. The recent pandemic 
would be categorized as a health disaster. We saw panic that 

30  www.investopedia.com/are-we-in-for-a-hyperinflation-5093627
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led to hoarding and supply shortages due to world economies 
shutting their doors. Just within the last couple of months, the 
prices of lumber and building materials have almost tripled. 
Other goods and services have been affected as well. 

To end this section, let me just share a few quotes, and you can 
make up your own mind.

“Eventually all major Nation State Empires go down, and their 
people lose confidence in their leaders, and in tandem, the 
money they issue. It has happened in Ancient Babylon, Egypt, 
Chine, Rome, various leading nation states in Europe, and 
[though not a nation state] it will eventually hit the U.S. unless 
the American people decide that they would rather live their 
lives as a free people rather than slaves to an unpayable national 
debt whose interest [that] will eventually consume more of the 
federal budget than military expenditures.” – Joseph Holleman, 
CEO of Magister Investment Research

“If markets realize that the U.S. economy has become addicted 
to monetary stimulus and can’t get off the drug, then expecta-
tions for the long-term path of the monetary base will lead to 
what could be the most severe inflationary outbreak in modern 
U.S. history. Ultimately, determining the risk of hyperinflation 
in the United States comes down to a call on the “real health” 
of the US economy. Is the US economy an innovation machine 
that will grow solidly as the monetary base is reduced? Or is 
the US economy merely a house of cards supported by cheap 
debt? ” – Andrew Wurtis
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“I don’t think we’ll see inflation stay as low as the Federal Re-
serve’s inflation outlook of just 2%. That said, I doubt we’ll see 
the kinds of hyperinflation touted in these apocalyptic article 
headlines. It’ll be a mixed bag due to a specific set of circum-
stances lingering from COVID.” -- Jim Pendergast, Senior Vice 
President of altLINE. “

Remember, the perfect storm becomes catastrophic when 
certain elements come together at the SAME time. In terms 
of retirement, the elements that cause catastrophic change 
when approaching retirement are taxes, inflation, and mar-
ket volatility. Inflation is worrisome for retirees because the 
money they have saved today is less valuable in future years. 
It can erode your purchasing power and accelerate the deple-
tion of your nest egg, making the likelihood of outliving your 
income a reality. When costs scale, fixed income becomes a 
problem.

Again, it is the combination of multiple factors that leads to 
the perfect storm. Rising taxes and high inflation are two 
elements that will greatly impact whether the storm can be 
handled or whether it will rock your financial moorings. 
The final factor is market volatility. This has been proven to 
decimate retirement income and has changed the retirement 
landscape for many. 

This might seem like a grim picture I am painting, but there 
is light at the end of the tunnel. The solution or these prob-
lems that shimmer on the horizon are savings vehicles that 
experts have talked about for years. Investment vehicles that 
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utilize indexing have been statistically proven to protect and 
secure savings. As the elements of rising taxes, inflation, and 
market volatility grow, they are needed today more than ever 
before.



Chapter 6

Rocking the Boat – 
Market Volatility
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Imagine that a good friend tells you over dinner that, in a 
couple of months, a rare virus will spring forth out of China 

and flood the whole world. This virus will spread so fast that 
virtually all states in America, and soon most of the world, 
will declare a state of emergency and shut down their borders 
and businesses. Within six months, travel of any kind ceases, 
international borders close, schools close, and if people dare go 
outside, they wear masks. A year later, most people will still not 
have seen their loved ones, even if they lay dying in a hospital, 
for fear of spreading this dreaded disease—sounds like the 
premise of a good science fiction film. 

A year ago, the above scenario seemed extremely unbeliev-
able. If your friend had told you that story, you would have 
laughed and shaken your head, wondering where he comes 
up with these crazy things. You just can’t make this stuff up! 
We’ve all heard it said that real life is stranger than fiction. 
Who could have predicted that a rogue strain of the flu would 
bring the world to its knees, creating havoc in almost every 
aspect of life as we know it? And that it would continue more 
than a year later, threatening global economies regardless of 
countermeasures?
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The 2020 Pandemic is what is commonly referred to as a black 
swan event. Investopedia defines a black swan event as “an un-
predictable event that is beyond what is normally expected of a 
situation and has potentially severe consequences.”31

Like the Pandemic, the stock market can behave in an unpre-
dictable way. Of course, we all know that market volatility is 
not new. However, unlike the Pandemic, we can predict with 
fair certainty that the market will not only bounce around but 

31  www.investopedia.com/terms/b/blackswan.asp
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that the volatility that it’s renowned for will only worsen as we 
head into the future. 

We also know that market volatility worsens in a climate of 
uncertainty. We live in a world of uncertainty. The news is full 
of stories of war looming on the horizon, political polarization, 
social unrest, racism, unemployment, and a slew of other fac-
tors. Never before have we lived in a climate so polarized or 
underpinned with such anger. 

The 2008 recession was steep and scary. It was a big drop, 
but overall, most industries recovered relatively quickly. Our 
generation has not really seen tough times. We’ve had a few 
bad years—a couple of hiccups—but what if it’s 10 or 15 bad 
years? What then? Experts warn that “individuals will bear the 
full brunt of market turmoil”32 if retirement funds continue to 
invest exclusively in the stock market. Retirees will feel “vul-
nerable and impotent at their saving” evaporates before their 
eyes, unprotected from “this type of gut-wrenching volatility.”33

Playing it safe

When it comes to managing finances, careers, and social lives, 
Northwestern Mutual 2019 Planning and Progress Study sug-
gests that the average American’s financial risk tolerance—or 
the comfort level with which you take financial risks to seek 

32  Center for Retirement at Coston College, Newton, Mass.

33  Ibid.
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financial returns—is 4.9 out of 10.34 This means that Americans 
like to play it safe with their finances and will often avoid risky 
ventures. 

Remember, data shows that when people have guaranteed in-
come streams, they end up living longer and are happier.35 

This begs the question: if most Americans have low financial 
risk tolerance and know how volatile the market is, why do they 
invest money they can’t afford to lose? Why are they so deter-
mined to use a system that practically guarantees unhappiness?

It’s not personal

Remember the movie “You’ve Got Mail” starring Meg Ryan 
and Tom Hanks? When Meg Ryan’s business is in financial 

34  news.northwesternmutual.com/planning-and-progress-2019

35  www.kiplinger.com/retirement/annuities/601986/retir-
ees-with-a-guaranteed-income-are-happier-live-longer
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trouble, she consults Tom Hanks for advice, and he responds 
with an iconic quote from his favorite Godfather movie: “go 
to the mattresses.” He tells her that she needs to do whatever 
it takes to win because it’s just business. It’s not personal. It’s 
business. 

Most people I consult with feel like they can hold the market 
at arm’s length and watch it bounce up and down, thinking it 
won’t get too personal. But trust me, when you reach retire-
ment, and you are wondering why the savings you worked your 
whole life to produce does not have cash flow, it will absolutely 
feel personal. 

They think they can beat the market

Warren Buffet, a man who has spent his life studying the mar-
ket, has repeatedly said that the average investor will not beat 
the market. He is famous for saying that he had two rules when 
it came to money. 

That’s all there is. There are no other rules.

But it’s not just the average investor that can’t beat the market. 
The really smart guys on Wall Street can’t seem to beat it either. 



Rocking the Boat – Market Volatil ity

77

A recent Vanguard study found that a meager 18% of fund 
managers were able to consistently beat the S&P 500 over a 
15-year period.36 These are the guys who are supposed to know 
their stuff, but consistently beating the market is hard to do. 
Of those fund managers, “91% of them experienced at least five 
years of underperformance, and two-thirds of these star man-
agers underperformed for three or more consecutive years.”37

If you are convinced, there is no other way to fund retirement, 
at least follow Buffet’s advice and invest in an index. “I would 
not want to put all my money in any one company,” Buffet says. 
“You get surprises in this world, and there will be businesses 
that we think are very good that turn out not to be so good, 
and there will be other businesses that turn out better than we 
think.”38 

Recently, I read a story about a young guy—just 39 years old—
who worked for Google. He worked hard and put all of his 
savings in Tesla stock. He has 13 million tied up in Tesla, and 
he claims that he will never sell because he believes that Tesla 
will continue to grow with no resistance. Just think about that. 
He could very well lose all his wealth betting on one company. 
If we run into a severe recession where materials are too costly 
or hard to come by, it could affect his investment regardless of 
how promising things look now. Think of all the big household 
names that you thought would always be around and thrive. 

36  www.forbes.com/sites/johnjennings/2020/09/23/beating-the-
market-is-simple-but-not-easy/?sh=2152aa0e7b6a

37  Ibid.

38  grow.acorns.com/warren-buffett-index-funds/
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Think of companies like Sears or Kodak—big players who 
made massive profits for decades but are no longer around or 
struggling to survive. 

Elon Musk could very well blow himself up in a rocket during 
one of his SpaceX launches or kill a high-profile client during 
a SpaceX launch, and all of the bad press and lawsuits could 
destroy his reputation along with his businesses. That would be 
the end of Tesla and the end of this gentleman’s 13 million dol-
lars—it would go up in flames, so to speak. The point is—you 
never know. So why take the chance? 

An index will give you the diversity that protects against the 
volatility of different stocks or sectors going through a rough 
patch. But you still have to live with the ups and downs of the 
market. 

What if you could have the best of both worlds: the protection 
of diversity with the added benefit of eliminating equity risk?

Things will take care of themselves

I probably speak for more than myself when I say that I have 
a tendency to wait until the last minute to fix something if it’s 
not outright broken. For example, if my sink has a slow leak, I 
probably wouldn’t be in any rush to fix it right away. If any of 
you are like me, you would probably let that sink drip even if it 
worsens over time, only fixing it when it has completely failed. 
It’s only human nature to prefer to deal with minor pain on 
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a daily basis rather than suffer through the pain and cost of 
overhauling an existing system. 

One of the most common stories I run into in my line of work 
is that people want to do the same thing that everyone else is 
doing. And this is no different with retirement. They want to 
follow the advice they hear from the talking heads on CNBC 
or what their cousin Bob is doing. Just follow the simple 401k 
formula – the one-size-fits-all, DIY retirement plan that Wall 
Street promotes.

Back in 2003, I once spoke with a potential client who had 
invested all of his retirement money in his employer’s stock, 
General Motors. He didn’t want to diversify because the stock 
had always performed well, year after year with dividends, 
without fail.  He falsely assumed that this would always be the 
case. General Motors seemed untouchable. It’s a Fortune 500 
company, after all. It’s been around for 100 years, he said. But a 
few years later, 2009 rolled around, and General Motors, rocked 
by the repercussions of the 2008 recession, was forced to file for 
Chapter 11 bankruptcy. What happened to this client’s stock? 
It went to zero. He watched $500,000 sink just as quickly as the 
Titanic. It’s not about being ill-prepared. It’s the hard truth that 
you never know when an iceberg will materialize dead ahead of 
you. You may be prepared, you may even see the warning signs 
like Texas did, but no one can foresee the severity of the actual 
event. In most cases, it’s not something that can be predicted. 
You just never know. 
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The 4 percent rule is a thing of the past

The 4 percent rule was created by a financial planner called 
William Bengen in 1994. According to Bengen, a retiree could 
confidently rely on not outliving his nest egg if he withdrew 4 
percent of his portfolio for the next 30 years. Bengen did not 
randomly choose 4 percent because it was a nice, even number. 
It was selected as an average withdrawal rate because it hap-
pened to be the rate that would protect wealth over a 30-year 
period under various economic conditions. 

To test his theory, Bengen created hypothetical retirement 
portfolios using the data from 51 different years, spanning 1926 
to 1976. Out of all the rates he tested, 4 percent landed on top. 
It happened to be the highest rate at which a retiree could make 
his savings last for 30 years. Financial planners now use this 
number to calculate what you need to save in order to retire 
comfortably. 

However, inflation and market returns can destroy Bengen’s 
careful calculations. In Bengen’s theory, a retiree will withdraw 
4 percent the first year and then the same amount every year 
thereafter, adjusted for inflation. Bengen’s simulated retirement 
portfolios had a mix of 50 percent stocks and 50 percent bonds. 
On average, this type of portfolio from 1979 to 1999 averaged 
about 13.75 percent. This type of return made it easy to with-
draw the 4 percent each year and easily not outlive your savings. 
However, today’s market returns and low yields on bonds have 
made this type of portfolio yield less than 4 percent. 
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In fact, Bengen himself said, “I’m not sure 4% is wrong, yet. But 
we could have low returns for a long time, which could threaten 
it. And I suspect the prospect of much higher inflation is an 
even greater threat.”39 

Wade Pfau, a professor at the American College, said in an in-
terview with Barrons magazine, “taking into account low bond 
yields and using historical global stock returns, which are a bit 
lower than the U.S. returns that Bengen used, a 4 percent with-
drawal has just a 50 percent chance of working . . . a 3 percent 
withdrawal has a better chance.”40

The sequence of returns matters

It has been proven that protecting your money from market 
valleys profoundly affects the dollar value of your retirement 
account. Let’s use a simple example to illustrate how the se-
quence of returns can work for or against your favor.

Let’s say you start with a portfolio worth $10,000, and you 
withdraw $1,000 per year while also earning a return of 10% 
one year, 10% the next year, and negative 10% the third year. 
By the end of that third year, you’d end up with $8,000 in your 
portfolio.41

39  www.barrons.com/articles/revisiting-the-4-rule-1383980558

40  Ibid.

41  www.morningstar.com/articles/995102/sequence-of-returns-
what-it-means-and-how-to-deal
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Now let’s see what would happen in the reverse order. Instead 
of earning a positive 10% the first two years and losing 10% 
in the third year, you start with the loss first. Again, starting 
with your $10,000 portfolio, you withdraw $1,000 per year, 
but this time you lose 10% the first year, and you gain 10% 
the following two years. At the end of the three years, you 
have $7,580. That’s $420 less just because of the sequence of 
returns.

In both scenarios, the portfolio incurred a 10% loss one year 
and a 10% gain two years in a row. However, the order in 
which these returns took place affected the dollar amount 
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left in the portfolio. When your account is young, it is pri-
marily funded by cash investments made by yourself or your 
employer, which opens the way for down markets to erode 
your principle by incurring early losses. At the same time, the 
portfolio doesn’t benefit as much from the two positive years 
of returns because of the decrease in principle— The sequence 
of returns matters. 

Now let’s see how the sequence of returns can affect investors 
heading into retirement. The table below shows the value of 
an all-equity portfolio held by an individual who had the 
misfortune of retiring in 2000, just before the market headed 
into a three-year downturn. 

In this example, the investor is retiring at age 65, and his 
portfolio is worth $1,000,000. For the next 20 years, he will 
withdraw 40,000 (increasing by 2% each year to keep up with 
inflation). As you can see, the table shows that the portfolio’s 
value is cut almost in half by the end of the third year. Fast 
forward another five years, and this portfolio would suffer 
another major blow when the market plummeted nearly 37% 
in 2008. 
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Because the sequence of returns was so negative, the portfolio 
can never really recover. By age 84, the portfolio value is now 
down to $567,000. This doesn’t leave much wiggle room for 
extra costs in life, such as health care or helping kids fund big 
life events. 

However, if the sequence of returns had been reversed, the 
picture would be completely different. The chart below shows 
how the portfolio’s value would grow over a hypothetical 20-
year period. I assigned this period the same returns that the 
S&P 500 earned during the same period (2000-2019), only in 
reverse order. As you can see, by age 84, the portfolio’s value 
grew to just over $2 million over 19 years—leaving ample room 
for gifting to family, covering long-term health care costs, or 
leaving money to heirs.
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Even more interesting is the fact that individual portfolios 
fare better if they are balanced. Even individuals who had the 
misfortune of entering retirement right before the downturn in 
2000 would have fared much better with a balanced portfolio 
of 60% stocks and 40% in fixed-income streams like bonds or 
indexed annuities and life insurance. The portfolio would have 
suffered some as it flexed with the market, reaching a low of 
about $791,000 after 2008’s market collapse, but by the age of 
84, its value would have risen back to $1.4 million.

As this simple example illustrates, a larger stake in fixed-income 
streams is one of the best ways to protect against the sequence 
of returns risk inherent in any free market. Even Nasdaq is 
starting to see the light. In an article published on nasdaq.com, 
W. Van Harlow, director of research at Putnam Institute, is 
quoted as saying, “if the success of a retirement income plan 
rests on whether the markets go up or down, one has to figure 
out how to protect oneself against that volatility, and especially 
against the risk of unfavorable sequence of returns.”42 He goes 
on to recommend at least reducing your equity risk of 25% of 
your portfolio by investing in indexed annuities or another 
form of fixed income. 

Believe in the math

One common misunderstanding I often hear from clients is 
that a 50% gain will allow a portfolio to recover from a 50% 

42  www.affordableinsurancemarkets.com/yahoo_site_admin/assets/
docs/Truth_About_Safe_Money_From_Nasdaqcom.4864318.pdf
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loss. In fact, a 100% gain is what a portfolio requires to restore 
your portfolio back to where you started from after incurring 
a 50% loss.

The following graphic depicts what will happen to an account 
that starts with a $1,000 balance going through the stages of 
loss and recovery.

Historically, the highest one-year return the S&P 500 has ever 
returned is 54%. The following chart shows the probability of 
recovery, within years, based on how much your portfolio ini-
tially lost. Imagine that a black swan event hits your retirement 
account two or three years before you plan on retiring. As you 
can see from the chart below, if you lost 50% of your portfolio, 
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as many did during the recession of 2008, it will take you more 
than 10 years to recover what you lost. 

With guaranteed income streams, you don’t need to worry 
about expecting the unexpected. You have the vaccine for the 
deadly virus, the lifeboat swaying off the bow of the Titanic to 
weather any event on the horizon, regardless of how severe it 
might be.

My father, forced into retirement due to a surprise lay-off and 
subsequent lack of ability to find suitable employment in his 
late 50s, was able to retire early because he had invested in a 
fixed-income stream—his pension. It was not the optimal 
time to retire—expenses were still high. With two daughters 
in college and a younger daughter at home, my father would 
have never made it without the help of his pension and the 
guaranteed income it provided. It was income he could count 
on, come what may.





Chapter 7

Indexing: A safer 
place for your 

money
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In Europe, during the medieval times when kings and lords 
ruled the countryside, England was known for having dou-

ble-edged swords. These swords were better at piercing armor 
and prevented an enemy from grabbing the sword in battle. 
Many early swords, like the Katana used by Samurai, had 
only one sharp edge and one dull side. Today, a “double-edged 
sword” is used as a metaphor for something that cuts both 
ways. It is an apt metaphor for how the American public is 
shouldering the risk and cost of their retirement savings while 
also being persuaded to use faulty tools like outdated 401k to 
accomplish those goals. 

Up to this point, this book has delved into three factors that 
can culminate into the perfect storm as you enter retirement: 
rising taxes, inflation, and market volatility. But identifying 
the threats is not enough. Remember, Texas knew about the 
impending storm. Their mistake was poor planning and un-
derestimating the severity of the storm. To avoid the mistakes 
of the past, start planning now. One of the best ways of keeping 
your money safe is through harnessing the power of indexing. 

When I talk about indexes, the first thing that pops into your 
mind is probably the S&P 500, an index composed of 500 of 
the largest companies listed on the U.S. stock exchange—com-
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panies like Google and Tesla. The S&P 500 is one of the most 
commonly followed equity indices. 

Warren Buffet, one of the most notable investors out there, 
began investing in stocks when he was just 11. But he doesn’t 
recommend buying individual stocks. During the recent 
Berkshire Hathaway annual shareholders meeting, he offered 
this sage advice, “I don’t think most people are in a position to 
pick single stocks. As few [are], maybe, but on balance, I think 
people are much better off buying a cross-section of America 
and just forget about it.”43

If you followed Buffet’s advice and bought the index last year, 
you probably aren’t complaining. The S&P outperformed Berk-
shire Hathaway by 16 percentage points in 2020. 

In fact, it’s been statistically proven that it’s nearly impossible 
for fund managers (let alone the average investor) to consis-
tently pick the right stocks to beat the market. Everyone wants 
the home run, to knock the “cover off the ball,” so to speak. 
Singles and double hits just don’t inspire enthusiasm. There’s 
no question about it: chasing stocks is exciting. Although a 
bit boring, the best strategy requires disciplined savings using 
investment vehicles like indexes to protect wealth. 

43  www.cnbc.com/2020/05/04/warren-buffett-berkshire-hatha-
way-annual-shareholder-meetinghighlights.html
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Statistically speaking, safe money leads to greater wealth and 
happiness during retirement years. Not to mention that losing 
to the market is one of the most expensive lessons you’ll ever 
learn.

The index advantage

Why would a stock guru advise the general public to invest 
in a slice of corporate America and then forget about it? It’s 
because Buffett knows that indexes don’t require the average 
investor to be an expert; they have low costs and lower risk than 
individual stocks. These qualities make indexes a safe bet for 
most investors. 

Even more interesting, Buffett showed two slides during his 
annual Berkshire Hathaway shareholders meeting.  The first 
slide showed a list of the World’s 20-largest companies as of 
March 31, 2021. It included familiar household names like 
Apple, Microsoft, and Amazon. He then asked, “How many 
of those companies are going to be on the list 30 years from 
now? What would you guess? Think about that yourself.”44 As 
his audience contemplated that question, he moved to the next 
slide. This slide listed the top 20 companies from 1989. “None 
of the 20 from 30 years ago are on the present list,” he said. 
“None. Zero.”45

44  www.cnbc.com/2020/05/04/warren-buffett-berkshire-hatha-
way-annual-shareholder-meeting-highlights.html

45  Ibid.
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His general point is that you’re better off investing broadly 
than putting all your money into what appears to be winners 
now. There’s no way to predict the market today or 10 years 
from now. Not even Buffett, who’s been investing since he was 
11, and is arguably the best at it, is successful all the time. He 
ended his slideshow with this thought: “It’s a great argument 
for index funds.”46

Using index funds to build wealth allows you to share in the 
success of big companies, like Apple and Google, but without 
the risks of buying the individual stocks. 

Less mental weight

Most of us have day jobs and families that consume a large part 
of our day and energy. Not many of us have the bandwidth to 
research and track individual stocks, let alone indexes. So we 
do what comes naturally to human nature – we ask a friend. We 
go by word of mouth, see what others are doing, read the news, 
listen to the talking heads on CNBC, maybe read a book or two. 

A close friend once said that you should never invest money 
that you can’t afford to lose. By that counsel, you should pretty 
much not risk any money you are now saving for retirement. 

46  Ibid.
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You will need every penny to wage war against the upcoming 
perfect storm of rising taxes, inflation, and market volatility. 

We want to invest but not lose money. In general, investors 
should not reach for returns that are beyond their risk toler-
ance. This is where investors sit—teetering on the sharp edge 
of a double-edged sword, desperately needing to grow wealth 
that can be protected from taxes and the market, but unable to 
do that with the do-it-yourself retirement vehicles. Even worse, 
more and more investors are drawn to the market in search 
of profit because interest rates are very low, and stocks seem 
to be the only place you can actually get a return. Buffett said, 
“reaching for yield is really stupid. But it is very human.”47

Indexes take some of the guesswork out of investing. In addition, 
by owning just a small part of a large group of corporations, you 
are diversifying your risk. If one company does poorly in your 
index, it will likely be balanced out by another company that 
does well. By having a range of different companies that work 
in different business sectors, you are insulated from economic 
events that rock one or two business sectors. 

Lower fees

The fees that you pay in your retirement plans can make all 
the difference. Even the difference between paying 1- or 2 
percent will have a dramatic influence on your retirement. For 

47  Ibid. 
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example, the person paying 2 percent will run out of money 10 
years earlier than the person paying 1 percent. That’s signifi-
cant. Three-quarters of a percent might not seem much to you 
but take a look at the graphic below. This chart shows how an 
investment portfolio eroded by fees over time. 

In 20 years, this portfolio will lose $30,000 to fees.  Even mu-
tual funds are not immune from the fee game. While indexes 
invest in a specific list of companies, active mutual funds 
invest in a changing list of companies chosen by investment 
managers. With indexes, the companies in the index are usu-
ally in the index for a long time. Every once in a while, you 
have to sell one because it gets kicked out of the 500, but for 
the most part, those companies are there for the long haul. 
This means there is less selling, less trading, and fewer com-
missions.
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The stair-step approach to retirement

Let’s say you have an investment account that holds $100,000. 
The next year, you lose 10% in the market; how long will it take 
you to regain the $10,000 you lost? Five, six years, maybe even 
ten? How long would it take for you to recover a 50% loss, like 
those who retired right before or after the 2008 recession? Now 
you have to double your money just to make it back to ground 
zero at $100,000. Not only is this hard to do, but you lose all 
that time while you are trying to get back to ground zero.

Consider Jim and Sally, two neighbors that often discuss finan-
cial advice over the proverbial backyard fence. Sally is a tradi-
tionalist. She’s been taught well by the talking heads on Wall 
Street, and she’s contributed religiously to her 401k account, 
believing that deferring taxes until retirement is the best strat-
egy. Jim, however, has been talking to a coworker and believes 
that an insurance product can help protect his hard-earned 
wealth. Jim and Sally both have $100,000 in investments when 
the pandemic hits. 

In this scenario, Jim’s income remains static for a year at 
$100,000. He neither makes money nor loses it. However, in the 
second year, the market begins to recover. His portfolio is now 
sharing the market gains and earning interest on his principle 
once again. During the second year, Sally is still struggling to 
make it back to the original $100,000, whereas Jim is already 
moving ahead. So, even though Jim made nothing on his in-
vestment for a year, he protected his principle from a big valley, 
which actually helped him remain financially ahead of Sally. 
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At the end of year two, Jim has $105,000 in his account, while 
Sally is still trying to make it back to $100,000. If another set-
back happens in the market before she can make it back to her 
original $100,000, she will be even farther behind. 

You want the stair-stepped approach to retirement, not the 
peak and valley model we are all used to. So, you might wonder 
why you haven’t heard many positive things about these types 
of products that can do so well at protecting your principal. But 
consider who stands to gain if you are invested in the market. 
Those fund managers are making $30,000 off your investment 
on fees, just skimming right off the top. This is why their yachts 
line the wharves in Monte Carlo while you just struggle to 
make sure that you can pay your increasing health care costs. 
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Encouraging the general public to invest in low-fee index funds 
will put many fund managers out of a job. There is a lot of mon-
ey protecting this industry, and many wealthy people will fight 
to keep these institutions alive and well. 

There is a way to move forward, even when the market falters. 
We have proven that economic and political climates are 
moving us toward another big dip in the market. Will you 
take years to recover, or take the stair-step approach that will 
safeguard your principle AND pay you interest when everyone 
else is just trying to recover? By taking the stair-step approach, 
you will never have to say to yourself, “Don’t worry. It will come 
back,” when gazing dismally at your retirement balance that 
has dropped 50% in the last year. Imagine the freedom you will 
feel when you can escape the market rollercoaster. 

Take back control. Educate yourself on the pros and cons of 
annuities and cash value life insurance policies, including fixed 
(indexed) and variable alternatives.  I have seen these products 
help many families regain control of their retirement and live a 
happier life in retirement, knowing their income is secure. And 
you can too. 



 

Chapter 8

Indexed Universal 
Life Insurance
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Born in 1901, Walter Elias Disney grew up on a small farm 
in Chicago. With a natural gift at drawing and a drive to 

use his talents, he spent many years working with his brother, 
Roy, to create Disney Brothers Studio. This company would 
eventually reach a 122-billion-dollar net worth and become a 
household name. But his success did not come without some 
hiccups along the way. In 1953 with not much financial back-
ing and a bankruptcy already on the books, Walt’s back was to 
the wall. At a time when no banker would lend him money to 
finance his dreams of building a theme park called Disneyland, 
he ultimately turned to his whole life insurance policy. He was 
able to borrow cash from his policy to fund his Disneyland 
dream. 

Walt Disney is just one of many wealthy Americans who in-
vested in life insurance. In fact, life insurance has been used 
for decades by the rich to shelter and preserve wealth. But, 
unfortunately, in mainstream society, the word “insurance” is 
almost considered a dirty word, full of bad connotations. 

When you hear the word insurance, your mind typically goes 
to car and home insurance. Most people have had varying ex-
periences with these types of insurance. Still, many would say 
they are skeptical about the value of these services. Premiums 
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are known to quietly inflate year after year for the same level of 
service, or if a claim has been made, the policy is penalized or 
not paid out to adequately cover the damage even after paying 
on-time premiums and logging no claims year after year after 
year. Insurance companies blame rising costs on inflation, but 
in the end, you can’t help but feel a bit swindled. So it’s reason-
able to think that if someone were to use the word insurance 
and investment in the same sentence, that people might resist 
the idea. 

Living benefits

The mainstream media does not want the average investor to 
consider life insurance policies as an investment comparable 
to the 401k or IRA. Instead, big names suggest, if you need life 
insurance (in other words, a death benefit), just get term insur-
ance and invest the difference. See? Problem solved.

But what if you want living benefits? The wealthy are also 
interested in the death benefit, but that’s just the icing on the 
cake. Properly structured and funded indexed universal life 
insurance (IUL) policies offer a whole range of living benefits 
that “can’t be beat.”
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Indexed Universal Life Insurance (IUL) vs. Term 
Insurance

Consider this analogy. Let’s say that you are a big baseball fan. 
You are looking forward to enjoying a nice afternoon at Comer-
ica Park in downtown Detroit to watch the Tigers play during 
their opening day. When you arrive, there are two parking lots 
right across the street from one another, both equally close to 
the stadium. The south parking lot claims that you can park 
there for $5. Sounds pretty good, right? However, the north 
parking lot is advertising parking for $20, with the caveat that 
you will get your money back when you leave. Which parking 
lot will you choose? 

This example illustrates one of many ways that indexed in-
surance works. When you use indexed insurance vehicles 
like annuities or IULs, your principal is always protected. If 
the market has a down year, your principal and all your gains 
remain steady—the tread part of the stairs (stair-stepping). You 
neither gain nor lose. When the market starts making progress 
again, you move up a stair and get to share in the profits. This is 
how indexed life insurance products work. You get your money 
back, plus interest. With annuities and IULs, there are no val-
leys. Just plateaus and peaks. 

Term insurance is more of a one-and-done type of insurance—
it’s short-sighted. It protects you for a specified period of time 
but really offers no long-term benefits. Retirement planning is 
all about the long game. Cash value life insurance (IULs) can 
go a long way to helping you make sure you win the long game. 
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Cash value life insurance comes in three flavors: fixed, variable, 
and whole life. The IULs that I recommend fall into the fixed 
category. They have a variable interest rate (based on market 
index performance) but are principal-protected from stock 
market volatility.

Financial Swiss Army Knife

Douglas Andrew, a man who has been around the business 
for almost 50 years, calls IULs the equivalent of a Swiss Army 
Knife—an all-purpose utility that is multi-functional. A Swiss 
Army Knife is great because you can use it in many situations. 
From opening a wine bottle with a corkscrew to using tweezers 
to dig out a splinter, it’s got you covered. 

The IUL, like the Swiss Army Knife, has built-in functionality 
to meet many different goals. If it’s properly funded and struc-
tured, you can use IUL funds to save for and fund college, lever-
age capital for a business venture, save for retirement, handle an 
emergency, buy real estate, or do long-term estate planning. It’s 
a superior product because it can be used to do all those things 
and do them well. If you’re looking for a product that won’t be 
taxed yet offers your principal safety, great liquidity, and a nice 
rate of return that beats inflation while also guaranteeing a tax-
free death benefit to your beneficiaries should the unfortunate 
happen, literally nothing else compares. 
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If people raise eyebrows when you talk about IULs, it’s because 
Americans fall into two general buckets. Th e fi rst bucket 
contains those who believe that insurance products cost you 
money but do not make you money. Th e second bucket is fi lled 
with people who make a living managing other people’s money.

Bucket number one

Let’s tackle bucket number one by taking a look at what IULs 
do FOR you, irrespective of whether or not mainstream media 
would classify them as an “investment.” Consider what you 
typically refer to as an investment; stocks, 401ks, mutual funds, 
real estate, etc. What do all of these have in common? If you 
guessed losses and taxes, you would have guessed right. Every 
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single item in that list is subject to losses due to unpredictable 
market conditions, global events, and taxes (either now or later). 
But if you want a superior investment, something that allows 
your money to grow but never experience losses and taxes, that 
product is called an IUL, which is indeed a great investment.

Unlike market indexes like the S&P 500, your money is not 
invested directly in the market. When you fund an IUL, in-
surance companies invest your money mostly in AAA-rated 
government bonds—one of the safest of all investment catego-
ries. An average IUL policy will only mirror a specific index 
rate of return, but none of the money is actually invested in the 
market, so you have no equity risk. 

With an IUL policy, your rate of return is tracked against a 
stock market index and your investment earns the agreed-upon 
interest for that year. In some cases, the index you mirror may 
make gains above and beyond your agreed-upon rate. This is 
where critics of the IUL will say that you can’t take full advan-
tage of the market gains because it is true that the insurance 
companies cap your gains. However, they also make sure you 
don’t lose in a down year. This is truly where the IUL shines. If 
the stock market index you mirror takes a loss that year, you 
don’t lose any money. 

Let me say that again: if the stock market crashes, you don’t lose 
any money. 
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What other investment exists where you can accumulate wealth 
at 7-10 percent a year, tax-free?  You will also have access to your 
cash value whenever you want, for whatever you need, tax-free. 
And not only that. In addition, you will have a death benefit so 
that when you die, your wealth will transfer to your intended 
recipient, also tax-free. Most retirees will pay back 100 percent 
of the taxes they deferred during their working years within 
the first five years of retirement due to higher tax brackets. 

An IUL is not costing you money; it’s making you money. 

The last domino to fall

I have seen a thing or two throughout my career. I was in this 
business during the market crashes of 2000 and 2008. During 
2008, 400 banks failed, and 900 were on the sidelines, yet not 
one insurance company went belly up. If you think this might 
have been a fluke, the same thing happened in the great depres-
sion in the 1930s. Insurance companies, next to government 
bonds, are the safest place to build wealth. They are even more 
secure than the banks backed by the FDIC. They use cross 
insurance48 to ensure that, if the dominos fall, they will be the 
last one standing. Even banks put their serious money in bank-
owned life insurance products for safety and liquidity. 

My clients didn’t lose a dime during the 2008 recession when 
retirees lost close to half their retirement portfolios in a couple 

48  Definition of cross insurance:  https://www.irmi.com/term/insur-
ance-definitions/cross-liability-coverage
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of months. I wasn’t fielding calls from panicked clients. I could 
sleep at night, knowing that my clients would never lose money 
in a down market.

In fact, my clients made, on average, 16 percent during the 
first 90 days of 2009, while the rest of the world was still trying 
to dig themselves out of the 401k pit they had just fallen into. 
That’s the amazing advantage of a product that shares only the 
wins but never the losses. Let me remind you about Jim and 
Sally in chapter 7. Jim was invested in an IUL which allowed 
him to keep his $100,000 when the market dipped. In contrast, 
Sally, who was invested in the market, lost 40 percent of her 
portfolio. Instead of sliding backward, Jim’s portfolio remained 
static during that down year. The next year, the market recov-
ered, and Jim was, once again, moving forward, but Sally was 
still struggling to make it back to where she started before the 
market dipped. That’s the real power behind an IUL.
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Bucket number two

Now let’s tackle those Americans in bucket number two: as-
set managers. By encouraging 401k and IRAs, Wall Street is 
protecting its own interests, not theirs. Critics complain about 
the high initial price of entry with an IUL. But look at it this 
way — Most asset managers take 1 percent, and some take as 
much as 5 percent. Think about this. For example, if you have 
$500,000 invested through your agent, he will take 1% of your 
portfolio, even in the down years. Whether you are up or down, 
they take their cut for as long as you live or your money runs 
out. So, over 30 years, a $500,000 portfolio, a one percent fee to 
your assent manager will pay him a tidy fee of just under one 
million dollars. On the other hand, the entry fee for funding an 
IUL might be $20,000 up front, but that’s where your costs end. 
The insurance agent will not take any cut of future gains. 

If it’s still hard to wrap your mind around that, think of it 
in terms of selling a home worth $500,000. When you buy a 
home, you pay an upfront fee of 3 percent to an agent. This is 
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essentially a one-time up-front fee of $15,000. Now, instead of 
taking this upfront fee, let’s say the agent gives you a choice. 
You can pay the up-front, one-time fee of $15,000 when you 
buy the home, or you can choose to pay a yearly one percent fee 
to the agent for as long as you own the home. This fee will be 
based on the home’s value as it appreciates over the next thirty 
years. If given those terms, what would you choose? 

Most people would choose the up-front fee. Looked at from this 
angle, IULs are the least expensive in comparison. The smartest 
people in the room choose their investments based on how much 
money they will generate in retirement, along with liquidity and 
safety. The IUL hits it out of the park on all three of those criteria.

Serious cash needs a rock-solid foundation

It’s extremely important to be able to access your money based 
on your financial goals and what you need, rather than have 
the market or the government hold your money ransom. An 
IUL will allow you to access your money when you want, for 
any number of reasons, with no penalty and no taxes. Except 
for one or two exemptions, a 401k or IRA will not allow you to 
access your money unless you pay a penalty, taxes, or both.

Your serious cash should be invested in products that provide 
a rock-solid foundation. When I speak of serious cash, I mean 
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that cash that you can’t afford to lose. That money should be 
invested in products that afford the greatest protection against 
equity risk but provide liquidity, a solid interest rate, and the 
knowledge that you will never outlive your retirement savings. 
If you build on this rock-solid foundation, studies prove that 
retirement will be a happier venture filled with peace of mind 
and financial security. 

Keep a long-term focus

You don’t need what Andrew calls “pie in the sky” interest rates 
to become wealthy. An average 7- to 8 percent with no backward 
motion will be more than enough to provide a comfortable 
retirement regardless of current or future political or economic 
crises. 401ks and IRAs will eventually run out of money because 
of higher taxes on future income and excessive agent fees. When 
you look at your account balance in your IUL, it’s all tax-free. 
With no taxes and low fees, nearly every dollar will hit your 
pocket. You get every red cent you ever invested or earned. With 
the 401k or the IRA, the account balance is not a true indication 
of how much money will actually make it into your pocket. Be-
fore it gets to you, 401k and IRA money will have to pay a large 
chunk in taxes, and then bear in mind that your asset manager 
is still taking his 1 percent every year as long as he manages your 
fund. With both these hands in your retirement fund, you are 
left with close to 50 percent of what you see on paper. 

Some critics complain that you aren’t fully vested in your IUL 
for ten or so years. They claim it’s a long vesting period. But 
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consider it in terms of a pension. Are you fully vested in your 
pension after one year or two, or even three or five? Usually, 
pensions are fully vested after 15 to 20 years, maybe 30 years if 
you are a teacher. IULs work under the same conditions. If you 
were to leave your job offering you a pension before you were 
fully vested, you would lose the benefit. It’s the same with the 
IUL. You have to keep a longer-term focus. If you’re looking for 
a short-term, get-rich-quick scheme, the IUL will not perform 
for you. But if you look at it from a long-term perspective, the 
living benefits just can’t be beat. 

Transform your financial life

But it’s not all about money. Sure, money is extremely import-
ant. People spend a large part of their lives thinking about and 
working for money. But money is just a way for us to hold onto 
the security that we all crave. We all seek the financial security 
that will insulate us from a troubling world when it comes 
crashing down. It’s hard to quantify how much that feeling of 
security is worth. But I do know that IULs have the power to 
transform your financial life. I have worked with many clients 
who sleep well at night when the market goes up in flames, con-
fident about their retirement outlook even when the future is 
unknown or looks grim. That’s the feeling of peace and security 
that IULs offer you—something that in this day and age is truly 
priceless.





Chapter 9

Why Most People 
Lie When They Say 
They Hate Annuities
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I remember very well a day in the office, early in my career, 
when I had every penny invested in the market. This was right 

before I lost over 80% of my portfolio when the Dot.com bubble 
burst in 2000. My coworkers and I would talk around the water 
cooler, and the younger guys would say to the newbies, “You’ve 
got to put your money in the market. That’s where the money 
is.” We all wanted to chase the market and make it big. And we 
were willing to put our portfolios at risk because, in our naive-
ty, we thought we were smarter than the market. We thought 
we could beat it. We were so optimistic that we wholeheartedly 
believed that we could not fail, nor did we believe that the mar-
ket would turn on us. 

The gentleman who ran the company pulled us aside. He was 
in his early sixties. When he overheard us talking shop by 
the water cooler, he had gathered his insurance policies and 
statements. He tried to show us how insurance products like 
IULs and annuities could help us capitalize on the long-term 
compounding effects of the market while eliminating market 
risk. He preached to us over and over again the importance 
of keeping our money safe and secure. Growth was import-
ant, yes. But he was trying to show us that you can have good 
growth AND still keep your money protected. It didn’t have to 
be one or the other. 
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Back then, I didn’t believe him. I wanted all the market gains, 
and I was willing to risk my portfolio to get them. Unfortu-
nately, I couldn’t see far enough down the road to exercise a 
little caution. It’s like eating healthy. When you are young, you 
think you are invincible and can eat whatever you want. I knew 
a kid in college once that dined at McDonald’s three times a 
day for breakfast, lunch, and dinner. Back then, we lived two 
doors down from McDonald’s, and this kid ate every meal at 
the yellow arches rather than cooking for himself. It was just 
easier. But you don’t realize the effect this daily choice will 
have on your life 15 years from now. Then you wonder as you 
get older why you have clogged arteries and diabetes. It’s the 
outcome of the choices you made 10 to 15 years before, and the 
consequences are catching up to you.

If I could show you a video of what your life would be like in 15 
years based on your choices now, I think a lot of people would 
change some of the choices they are making today. Had I been 
shown a snapshot of my portfolio balance that was invested 100 
percent in the market after the dot com crash, would I have 
listened to my boss when he pointed out the virtues of an annu-
ity or IUL? Would I have chosen steady, protected growth over 
pie-in-the-sky growth that can also result in big losses? I think 
I would have. 

But that’s the catch 22. 

No one has a crystal ball. We can’t possibly know the future, 
so we make the best choices we can, based on the information 
we have at hand. And the great thing about annuities is that 
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you don’t have to predict the future. Because your money is not 
directly invested in the market, it’s completely insulated from 
market volatility.  

Sri Reddy, Senior Vice President and head of institutional in-
come with Prudential Retirement, says, “people need a baseline 
understanding of what they need in retirement and some forms 
of protection in place while saving for retirement.”49 In Chapter 
8, I talked in length about IULs as a flexible, liquid, protected, 
non-taxable way to save for retirement. That’s a very important 
quality to have in your retirement wheelhouse. An annuity is 
another great spoke in that wheelhouse. However, annuities 
perform a different function than IUL. Where the annuity 
shines in its ability to create guaranteed income and negate 
longevity risk, or the risk that you will outlive your retirement 
nest egg. Reddy goes on to add in that same interview that 
Americans “need to focus on outcomes, not account values.”50 
Meaning, that you need to know how much cash your portfolio 
will generate once you hit retirement. It’s all well and good to 
have one million in your retirement accounts, but if it only cash 
flows at half that rate due to taxes and asset management fees, it 
doesn’t do the job that you were hoping for. 

49  www.marketwatch.com/story/retirees-need-less-stocks-more-
annuities-2011-07-11

50  Ibid.
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Creating Income for Life

Dr. Jeffrey Brown has spent a large portion of his career studying 
how Americans can create guaranteed income for life. Brown 
holds a Ph.D. in economics from MIT. He also served on the 
President’s Council of Economic Advisors from 2001-2002 and 
the Social Security Advisory Board from 2006-2008. As social 
security and pensions begin to wane, this quest for guaranteed 
income is even more important today than ever before. 

In an interview with Tony Robbins, Brown asked how Ameri-
cans could make sure they have enough money for retirement 
when living longer than ever before. “The good news,” Brown 
said, “is we actually do know how to address this problem… 
There are products out there in ‘economist land’ that we call 
annuities… The easiest way to understand this is, it’s exactly 
what social security does. With social security… you’re paying 
in over your lifetime while you’re working, and then when you 
retire, you get paid back income every month for as long as you 
live.”51 He went on to explain that you don’t need to rely on 
social security alone to provide this benefit. Through annuities, 
you can create this type of guaranteed lifetime income on your 
own. 

51  Money Master the Game: 7 simple Steps to Financial Freedom, 
Tony Robbins., Chapter 5.3
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Slow and steady wins the race

A recent 2019 Planning and Progress study conducted by 
Northwestern Mutual recently analyzed the likelihood that 
adults would take calculated risks with their finances.52 The 
study’s finding showed that 72% of U.S. adults aged 18 or older 
acknowledged that they were comfortable reducing risk if that 
meant that their savings and investments would be safe and 
grow at a stable rate of return. That’s a pretty high number. And 
this is exactly what an annuity aims to do—reduce your risk 
in the market while safeguarding your money as it grows at a 
steady rate. 

The graphic below illustrates how annuities grow at a steady 
rate when compared with the S&P 500. You can see from the 
graphic that in 1998, the market made a big jump, followed 
almost immediately with a big dip a year later that lasted for 
four years before the market started to recover. Once the mar-
ket hits a drop, this is where your life insurance products like 
IULs and annuities really make up the difference with their 
slow and steady growth over the long term. You can see from 
the graphic that the S&P 500 never truly catches up to the 
gains of the annuities until 2019. If you retired between 1998 
and 2018, you would have been better off with an annuity 

52  news.northwesternmutual.com/2019-12-11-U-S-Adults-Prefer-
Playing-It-Safe-Rather-Than-Taking-Risks-With-Their-Money-Careers-
and-Social-Lives
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versus staying with the market. And if you retired in 2008 
or 2009, your retirement account would have regressed to 
the dollar amount it was at in 2002, nearly seven years prior, 
not so with annuities. Because annuities have steady growth 
protected from market peaks and valleys, you never lose your 
money to market volatility. You only share in the gains, not 
the losses. This is one of the incredible advantages of investing 
in an annuity. That type of protection just can’t be beat. True, 
you will sacrifice some potential market gains, but the trade-
off is that you won’t ever lose money. That’s one trade-off I’m 
more than willing to take. 
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Why people lie when they say they hate 
annuities

In my line of work, it is not uncommon to come across a client 
who at first claims to hate annuities. They have been told by 
prominent financial experts that they are expensive products 
that are illiquid or not quickly or easily converted to cash. 
When I come across this type of thinking, I ask the client if 
they feel the same way toward social security or a pension plan 
because an annuity operates in exactly the same way. You con-
tribute funds in large lump sums or smaller periodic payments, 
just as you fund social security or pensions, in exchange for a 
guaranteed income stream later in life. So, what’s to hate about 
that? Most people don’t hate social security or pensions; in fact, 
they love them. And the same would be said of annuities if their 
benefits were understood better.

Like pensions and social security, an annuity is guaranteed to 
pay retirees a steady cash flow until they pass. Holders cannot 
outlive their income streams. Also, like pensions and social 
security, annuities are not liquid and are subject to withdrawal 
penalties, referred to as a surrender charge or fee, if liquidated 
before the annuity is fully vested. One criticism of annuities is 
that they are not liquid and are typically locked up for a period 
of time, from 2 – 10 years. Surrender fees can be around 10 
percent or more but usually decline as you near the end of the 
surrender period.
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Also, like social security and pensions, an annuity will protect 
you from longevity risk by guaranteeing to dispense to you a 
certain amount of money for as long as you live. This is money 
that you can count on that shows up every month until the day 
you die. You can never outlive this benefit. You are also pro-
tected against investment losses, as the agreement you make 
will guarantee you a certain dollar amount or rate of return 
regardless of how the market performs.   

Even the U.S. Government Accountability Office (GAO), a 
non-partisan federal agency devoted to reducing wasteful gov-
ernment spending, released a report in 2013 that encouraged 
people to convert their cash balances into a lifetime income 
annuity. Time also reported that Occidental Petroleum, an en-
ergy and petroleum company (#14 on the fortune 500 in 1983), 
became the first large company to toss its pension plan in favor 
of a company-wide 401k plan.53 

In a published 2009 article, Time interviewed two dozen 
former Occidental Petroleum employees and found that even 
though most were satisfied with their 401k plan, every one of 
the employees who had shared their financial data with Time 
would have been better off in a pension. Time also somberly 
concluded that nearly all those interviewed did not have the 
resources in their 401ks to live another 20 years in financial 

53  content.time.com/time/subscriber/article/0,33009,1929233,00.html
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comfort. They lacked the security that a guaranteed, fixed in-
come stream would have provided—a benefit that an annuity 
provides without question. 

Not all annuities are created equal

Annuities are actually centuries old. In fact, it may surprise you 
that annuities have been around since ancient Roman times. 
Long ago, Roman citizens could make a lump-sum payment to 
a retirement plan called an “annua” in exchange for a guaran-
teed income stream later in life. When fully vested, the annual 
contract would pay out a lump sum once a year for the rest 
of the insured’s life. Annuities function in a very similar way 
today.

Historically, there are two types of annuities: fixed or vari-
able. Fixed annuities are designed to provide regular periodic 
payments to the insured. Variable annuities allow the owner 
to receive larger payments if the market does well and smaller 
payments if the market does poorly. For this reason, variable 
annuities are less stable. They carry some market risk and can 
put your principal at risk. Think of a horizontal line where 
fixed annuities are at one end of the spectrum and variable 
annuities are at the other. At one end, you have security and 
modest growth, and on the other, you have instability and 
risk. This paved the way for a new product: the  fixed-indexed 
annuity. Fixed-indexed annuities were created to be the best of 
both worlds: a good return on your investment, but also secure 
and safe. 
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Fixed-indexed annuities grow at a guaranteed rate of return, 
based on the gains of a specific stock market index, like the 
S&P 500. When the annuity is funded, a term is chosen, which 
is the number of years until the principal is guaranteed and the 
surrender period is finished. Because gains are capped at an 
agreed-upon amount, holders of annuities will not keep pace 
with the gains of a robust market. But keep in mind that the 
trade-off is that you will also not lose your money to the mar-
ket. It is always better to grow at a steady rate and be protected 
from risk than to take advantage of sky-high rates of return, 
only to plummet into the next valley from which it takes years 
to recover. Fixed-indexed annuities also have very low- to no 
fees, unlike the variable annuities. 

Despite what you may have heard, fixed-indexed annuities are 
also very flexible. They can be structured to add a death benefit, 
accelerate payouts if the holder is diagnosed with a terminal 
illness, or add a cost-of-living rider to adjust the annual base 
cash flow for inflation. Experts conclude that “even in today’s 
low-rate environment, a 65-year-old man can buy an annuity 
that pays more than 6% of his initial investment annually for 
the rest of his life.”54

If I learned one thing from my early career, it would be truly 
understanding the idea that good growth and risk elimination 

54  www.nasdaq.com/articles/annuities%3A-10-things-you-must-
know-2021-05-21
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are not mutually exclusive. They can coexist peacefully in your 
portfolio. 

So don’t be put off by the financial gurus that shout out that an-
nuities are high-fee, risky investments. These gurus are lump-
ing all annuities into one general category. As Buffett always 
advises, indexing is the way to make steady growth without the 
risk. And with annuities, you can have a guaranteed income 
stream that promises that it will be around at least until you 
die, or maybe even longer. 



Chapter 10

Final Words of 
Advice
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In 2012, a documentary called “Happy” hit the big screen. Hap-
py would take its viewers around the world, from the swamps 

of Louisiana to the slums of Calcutta, to give its audience an 
insider’s peek into lives lived quite differently than their own. 
During the filming process, participants were asked to reflect 
on what truly brought them happiness. Happiness, it seemed, 
could be found in many different forms. Yet, it is a common 
thread that is often woven into the fabric of a meaningful life—
one that consistently provides the necessities of life, whether it 
be shelter, food, or family. 

The studies cited in chapter one paint a very vivid picture of 
what happiness looks like in retirement. The happiest people 
in retirement are those with a pension or any type of income 
that they can count on—one that is guaranteed—regardless of 
what storms rage. When it comes to retirement, it seems that 
the more secure and reliable your income, the happier you will 
be. But since most of us will never have the luxury of a pension 
plan, it is crucial to explore products that can do all that a pen-
sion does but do it so much better. 



Final Words of Advice

127

Throughout the book, I spent a lot of time identifying the el-
ements that can absolutely destroy your retirement portfolio. 
Of course, no one can predict the future, but all signs point to 
higher tax brackets in the future, increased inflation, and con-
tinued market volatility. These three elements are all retirement 
killers, especially if they occur at the same time in the few years 
before or after retirement. Many Americans will live longer 
than ever before, yet their money will be worth less and less. 

That’s the bad news. 

The good news is that you have access to financial products that 
can transform and protect your wealth, even if the elements all 
descend at once. You won’t be worried because your wealth is 
untouchable. Hopefully, after reading this book, you realize 
this is 100 percent possible. 

In this final chapter, let me review a few key points: 

The 401k is a failed experiment. Despite what you’ve been told, 
a 401k plan cripples your retirement by ensuring that all your 
income is taxable once you hit retirement and exposing your 
principal to repeated attacks from market volatility. Like the 
Titanic, this is a sinking ship, and savvy investors seek ways to 
guarantee and protect their retirement income.

You can’t beat the market. Even career professionals that 
eat the market for breakfast, lunch, and dinner can’t beat the 
market consistently. So, don’t be fooled into believing that your 
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luck will never run out. Choose instead to invest in indexes that 
guarantee you a solid rate of return.

The sequence of returns matters greatly. Don’t accept market 
dips. IULs generate a solid rate of return while also protecting 
your wealth from market valleys. These market valleys have 
the potential to cut retirement portfolios almost in half. Don’t 
accept this risk. Don’t let Wall Street bully you into investing all 
of your money in the market. This is not how you build wealth; 
it’s how Wall Street builds wealth.

Longevity risk is real. More and more Americans are learning 
the hard way that their retirement savings are not equipped to 
outlive them. Bengen’s 4% retirement drawdown theory is now 
almost obsolete. Instead, you must take steps to ensure that you 
have an income stream that is guaranteed for life, no matter 
how long you live.

Don’t follow the herd! There’s a better way. I hope you now 
understand how financial products like IULs and annuities do 
not steal your money but build and protect it. The wealthy have 
been using these products for decades, and they can help you, 
too.

Happy endings in retirement begin with a plan today. Before 
you started this book, you may not have understood the great 
benefits that IULs and annuities have to offer. Or you may have 
heard critics claim that they have high fees or mediocre returns. 
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The Safeguard IUL and Secure Annuity

The IULs and annuities I use for my clients are some of the 
best-performing products on the market right now. When 
structured properly, they can give you amazing benefits. My 
greatest desire is to help you achieve your retirement goals and 
dreams, and I have structured these two products with those 
goals in mind. 

Safeguard IUL Benefits
•	 a reliable income stream
•	 low fees
•	 a guaranteed rate of return (based on equity index perfor-

mance)
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•	 protection from market volatility
•	 flexibility 
•	 tax-free death benefit

Secure Annuity Benefits
•	 an income stream that is guaranteed for life
•	 low to no fees
•	 a guaranteed rate of return (based on equity index perfor-

mance)
•	 protection from market volatility 

Prepare now

My hope is that when you have read the final words in this 
chapter that you walk away with:

1. An idea of what is possible for your financial situation. 
I hope that you feel a little less overwhelmed about the 
retirement planning process.

2. A feeling of control and stability. 

3. The tools you need to start making sure you have income 
protected from taxes, inflation, longevity, and market 
risk.

Remember to prepare when times are good. The happiness 
study showed that “those who have a plan for retirement are 
not only in a better place financially, but also have a more 



Final Words of Advice

131

positive outlook for their retirement future.”  So, take heart; 
you can now plan to retire happily. It’s not only possible; it’s 
guaranteed. 




