I must credit divine inspiration for the creation
of this book. It came to mind, fully formed,
upon waking on April 8, 2017, in the middle
of the Caribbean on an amazing spring break
cruise with my family.
As I began writing, I smiled at the crazy
coincidence that my daughter is eleven, and I
knew that the timing was not a coincidence.
I count my blessings every day that my
daughter didn’t have to go through the horrific
challenges that I did at the age of eleven.
This book, then, is dedicated to the world’s
eleven-year-old children. May we all protect
them each and every day.
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Introduction

Since my childhood, I have been drawn to and captivated by
people who “had it together” from a financial perspective.
My Uncle John had a chain of pharmacies and flew his own
airplane. My Aunt Anna was the first female top executive
at a public company in Kansas City. My Los Angeles mentor, Dana Anderson, took Macerich public on the New York
Stock Exchange—and it is now an $8 billion company and
the third largest owner and operator of shopping centers in
the United States.
Why do some people do so well with their money while others destroy themselves?
That was the question I needed to answer since the time I
was eleven years old.
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8 Questions for Financial Security
When I was eleven years old, my house burned to the
ground on Christmas Day.
We had no fire insurance, and we were left with almost nothing. We moved into a trailer house, and just about everything we had was donated by friends from our church. My
“back to school” clothes came from the Salvation Army.
For a lower-middle-class family of four, the financial loss
was huge. My mom was too proud to sign us up for the free
lunch at school, so she took three jobs, including one as a
housekeeper. As soon as we could work, my sister and I got
jobs flipping burgers alongside my mom at McDonalds.
My parents’ relationship had been strained for years, and
after the fire, it never recovered. They separated three years
later and ultimately divorced.
In some ways, these experiences were positive in that I
learned a lot about what matters most, what I wanted to do
differently, and how I would never put my kids through the
same financial devastation that tore apart my childhood.
Yet, I also have the perspective of what life could have been
like if only we had been protected. Having served thousands
of clients as a financial planning professional over the last
26 years, I am the guy who shows up at funerals with a big
check in hand. When I speak with grieving spouses, the sentiment is often the same.
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The two thoughts I hear most often are:
•
•

“I never thought this would happen to me,” and
“I am overwhelmed by the future, but at least I 		
don’t have to worry about money.”

While my parents didn’t die during the fire, so much joy
died on that Christmas Day. As much as I learned from the
experience, I wish I could rewind time and introduce my parents to someone like me when I was ten years old—or, even
better, right when I was born. If I could prevent that fire, I
would trade all of the ensuing lessons to protect my mom,
my sister, my dad, and myself from the financial and personal strain that arose.
When my parents bought the home that later burned to the
ground, they had discussed fire insurance with several professionals, but they always postponed action, thinking they
would be better able to afford it down the road. Instead,
they lost everything, and they never recovered.
The purpose of this book, then, is to jolt you into awareness
so that you do the planning that you want to do—now. I
have had more than 20,000 financial planning meetings,
and I have counseled many people with the same hopes,
dreams, and challenges as you. I have seen too many people make the same decision my parents made, and with
similar disastrous results.
I have heard through the grapevine that the “too-busyto-get-to-it” dad was diagnosed with early onset multiple
10
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sclerosis. I have heard that the “don’t-need-it” stay-at-home
mom just learned she has terminal cancer. I have heard
about the parents who died in sudden car accidents and
whose young children were left with few resources.
I want to help you do everything that is within your control
to protect your family, no matter the outside circumstances.
You have a choice to make for you and your family. You can
live your life by default, allowing outside circumstances to
dictate your future, or you can live your life by design, taking
control of your future to the best of your ability.
I’m going to give you eight questions you can ask that are
guaranteed to lead you closer to financial security. Then, I’m
going to give you a few strategies on how to have the mindset to achieve and also sustain your goals. Finally, I’ll share a
few ways to not only have a much bigger future for you and
your family, but for the next generation and for your legacy.
The strategies I share can be both the rocket fuel and the
security net to enjoy the fruit of your labor and provide an
enduring example of financial wisdom as a priceless legacy
to your children.
In other words, these strategies teach you how to be smart
with your money.
••••••
Listening to my parents fighting about money was brutal,
particularly because my dad took progressively less respon11
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sibility after the crushing financial and emotional impact of the
fire. He became more and more distant from us, often leaving
us over the Christmas season without much explanation—and
without enough wood to keep the fireplace burning so that our
house could warm during the cold winter nights.
Yet, as I wrote earlier, I am grateful in a sense for the experiences I had while growing up. There is no doubt that I
landed in the financial security business as a direct reaction
to growing up with no financial security.
There is also no doubt that, because of this experience, I
witnessed a person’s ability to rise above any circumstance
and to choose heroism instead of victimhood. Through it all,
my mom never complained. She flipped burgers with her
teenage kids and their friends, and she did it with a smile.
She cleaned houses, grateful for the job. And as soon as we
left for college, she earned her nursing degree. To this day,
at the age of 74, she works as a nurse in a drug rehab facility.
Each day, my mom demonstrates how hard work and a
positive attitude translate into a great life. She has been the
role model for me, and she is the role model for all of her
patients, many of whom have hit bottom themselves.
I want you to be the victor and enjoy financial security
without having to hit bottom. My goal is to pass along the
wisdom I have gained from my 20,000 meetings, learning
from the clients who made the important choices to sacrifice
a little bit now to insure their family’s financial security for
decades to come.
12
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In other words, I am the advocate for your future self.
And to be certain, your future self will likely have a slightly
different perspective than today’s self. Generally, people
spend their twenties and thirties blissfully unaware of anything that could go wrong. This attitude starts to change
during their forties and fifties, and by the time they are sixty
or seventy, they see how important proper planning is. They
either struggle with making the hard choices between getting the health care they need or maintaining quality of life
(if they failed to plan), or they count their blessings that they
planned for the future during prior decades.
This book reflects on the many open conversations I have
had with clients of all stages of life—those who have wondered if the stock market would ever bounce back after “the
Great Recession,” those who fought through health issues,
those who lost family members suddenly and unexpectedly, and those who prayed that their teenagers would make
good decisions for themselves. The strategies are based on
these conversations, and the lessons I have learned from
those who choose the path of victory for their future self.
Through a series of questions, we will start by covering eight
foundational strategies that undergird financial security and
set you up to enjoy success, and move you beyond success
and toward significance.

13

Smart Money • Section 1

Question 1: “What am I most excited about?”
I have hosted more than 100 private dinners in a secret
room in a Beverly Hills restaurant. The main takeaway that
I want for the guests who attend the dinner is this: Identify
what they are most excited about.
Toward that objective, I always start the dinners with this
question: “What are you most excited about?”
These dinners are always extraordinary because people are
eager to share what they are most excited about. We spend
so much time putting out fires and managing day-to-day
minutia that we have little time or energy left for talking
about what excites us. When I ask this question, then, I see a
shift in people’s minds. They become reflective. They sit with
their thoughts, dig deep, and remember their truest desires.
Even the most introverted guests share something exciting
about themselves and their bigger future.
The dinners are special because we are given a window into
the best of who the other guests are, and, more importantly,
who they are becoming.
Answering this first question
might not be an obvious step
toward securing your financial
future, but it is the most important one. The key to starting
this adventure is to get really clear about what you are most
excited about.

Who are you
becoming?

14
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If you are having a hard time answering this question, rephrase it like this: “How would I describe my most amazing
future?”

A dear friend always says that with a big
enough why, then how doesn’t matter.
A dear friend always says that with a big enough why, then
how doesn’t matter. I must agree. I would never cross a
plank spanning the top of twin 100-story skyscrapers on
my own accord, but if my unstoppable toddler scampered
across the same narrow plank while chasing a butterfly, I
would run right behind her, without question, desperate to
rescue her from a deadly fall.
As this example shows, with a big enough why, then how
truly doesn’t matter.
Answering this chapter’s question helps you identify your
bigger why. Why would you cross the plank spanning the
sky scrapers? You likely would not do it to make an extra
buck, but you certainly would to save a loved one.
Here is my answer to the question …
My bigger why is always this: I want to make sure I have
done a great job of providing for my family. What am I most
excited about? I love thinking about the future that my children and my wife have, and, God willing, the amazing ad15
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venture we will have together. Having experienced the worst
of financial negligence, I never want my family to endure the
hardships that I did. I want the opposite for them, and I am
driven by the promise of watching joy spread across their
faces as they experience the best of life.
In addition to making sure my family does not end up in a
trailer home, I want to teach them to value their experiences.
We just spent a weekend building a home for a needy family in Tijuana through Homes for Hope. Every week, Homes
for Hope takes businesses, churches, and groups of friends
across the border to build homes for just $8,000 each.
Homes for Hope has built over 5,000 homes so far, one of
which was built by my family. It was an incredible experience
to share with my kids, one of whom did not want to go, but
who had an incredible transformation of heart and spirit. By
day two, he was on the roof nailing down the shingles.
This kind of lesson is impossible to teach with a school
book. (Check out the link on our website to learn more if
you’re interested: ywamsandiegobaja.org/homesofhope/.)
I was once told that our children are the most powerful message we get to send to future generations. I want to raise
Jordan, Vyvien and Christian to be grateful, ingenious, value
creators in their lives and as an example to our grandkids.
If you could wave the proverbial magic wand, what would
your most exciting future look like? Simply by writing it
down with as much vivid, descriptive detail as you can, you
will be one step closer toward making your dream a reality.
16
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Share what you are most excited about. If you could design
your ideal future, what would it look like?
What am I most excited about?

17
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As a thank you for your interest in Smart Money, I’d like to
share the first seven chapters of each of my prior two books:
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•

Your Life by Design: A Step-by-Step Guide to Creating Your Bigger Future. This book walks you through
the entire process of getting clear about your bigger
future. You will create an action plan for fast results and
arrive at your life by design sooner than anyone expects. Please go to www.yourlifebydesignbook.com.

•

Family First: How to Be a Hero at Home. Far from being a story about how good I am, Family First is more
of a confession about how I realized I was not being
the husband and father that I wanted to be. I figured
that writing a book about my vision and efforts to be a
much better dad was the best form of accountability I
could have. Check it out at www.familyfirstbook.com.

8 Questions for Financial Security

Question 2:“What matters most?”
As you can read in Family First, I have been a disaster as a
husband and a father as often as I have been a good example. Though I am still working every day to be a better
spouse and dad, one thing is certain: I am not perfect, but I
love my family with all of my heart.
And I am sure you love your family just as much as much as I
love mine.
So the second question—“What matters most?”—is rhetorical. I already know what matters most: Your family.
Because they matter most, make sure they are properly insured.
I know firsthand how much a family can lose—financially, emotionally, and relationally—without proper financial planning.
As a foundational priority, make sure that you have the right
amount of life insurance. My clients consistently tell me that
they want their life insurance to do three things for them:
1. They want their life insurance to cover their mortgage
and debts.
2. They want education fully funded for their kids.
3. They want to replace a portion of each breadwinner’s
income so that the family can enjoy the same standard of living in the event of one parent’s death.
Living in Los Angeles is not cheap, so Kristi and I want a $1
million policy to cover the mortgage. We want $500,000
(times three) to cover the private school educations for our
19
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children’s high school and college. We also want an additional $1 million of insurance for every $2,500 I earn monthly. This means we would want $10 million if my monthly
salary were $25,000.
(This is the industry standard: In a low-interest-rate environment, assuming 3 percent on safely invested dollars, it takes
an additional $1 million of insurance proceeds to replace
$30,000 per year or $2,500 of income per month.)
Fortunately, term insurance is relatively inexpensive, as I will
explain later. For now, let’s talk about how to skimp on life
insurance.
If you were to die, perhaps your spouse would move or remarry, which means you can lower the amount of life insurance that is necessary, right?
That may very well be true, but I, for one, do not want my
wife to remarry just so that she can provide for the kids. I
also do not want her to move, or pull the kids out of school,
particularly if they are grieving. I want my children and my
wife to be comforted by the community, friends, church, and
neighbors we love so much
If I die, I want my family to enjoy the same standard of living
as they do with me around. I want them to make great memories from enjoying fun vacations. I want them to continue
with their summer camps and extra-curricular activities. I
want to leave a legacy of providing the best for my family
and giving them every opportunity to leave an inspiring legacy for generations to come.
20
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For those reasons, I have chosen not to skimp on my own
life insurance.
Of course, if your spouse does not bring home an income,
you might not need to cover your spouse, right? If you do
not have children, or if you have grown children, this might
be true, but consider why life insurance is important if you
have young children.
Having a meaningful amount of life insurance on Kristi
means that if anything happens to her, I can dramatically reduce my obligations at work so I that I can step in as
substitute for some of the time she spends with our children. I would want to take them to school, pick them up,
and attend the non-stop sporting events and parent teacher
conferences.
I would be unable to do that if I did not have life insurance
on Kristi. In essence, her life insurance would cover the lost
income that would occur when I cut back on work to give
my children the love and support they would need.
There are two general types of life insurance: term and
permanent. Term insurance is quite inexpensive (assuming
you have good health). You pay a fixed premium for a fixed
rate of time. If you die during this time, your family receives
the payout. If you are still living at the end of the term, the
policy is terminated without any payout.
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In another section, we will talk about permanent life insurance, the second kind, but for now, let’s make sure you
cover what matters most, with the appropriate amount of
protection.
To determine how much life insurance you need, visit
calculator.northwesternmutual.com/response/lfnorthwesternmutual/calc/lifeins01, or use the worksheet
on the next page.
This is just an estimation: It’s always best to consult with a
financial planning professional to determine the exact numbers appropriate for your situation.
For more information on the use of life insurance as a foundational piece of your financial security plan, please visit:
northwesternmutual.com/products-and-services/life-insurance.

22

How Much Life Insurance Do I Need?
Add the expenses listed in this first table to get the
capital needed.
Existing mortgage or the rent/mortgage
on the home you would want to provide
for your family:
Debt:

+

Remaining pre-school through 12
education for children:

+

Children’s College:

+

$1M for each $2,500/month of each
breadwinner’s income to be replaced
(typically 60 to 80 percent):

+

Total capital needed.

=

Once you have the total capital needed, subtract your
available assets.
Total capital needed:
Current life insurance protection:
Liquid assets:
The after-tax value of qualified
retirement assets:
The amount of life insurance you need.

=
23
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Question 3: “Do I have a documented estate plan to pass
on my money and my values?”
Let’s start with the money.
Not having an estate plan for your assets is a problem for
several reasons. First, if you have not elected guardians for
your children and you die, the courts will decide who raises
your children. All your friends, family members, and nonfriends alike can step forward and nominate themselves, and
a judge—who likely has different values and priorities than
you have—will decide who will raise your children.
And, even if your wishes for the transfer of your money are
outlined in a will, your money will not transfer until your estate has been through probate—unless you have a trust.
Therefore, you need two sets of documents:
1. A will specifying your wishes with respect to your
children and your assets, as well as
2. A trust, which manages the money and, in many
cases, keeps your estate out of probate.
Many parents intuitively know that they should have some
basic estate planning like this done, but most haven’t gotten
around to it yet. Don’t let this be you. Email me at curtis.
estes@smartmoney.vip, and I would be glad to leverage our
national network to connect you with several competent
attorneys in your area.
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In addition to the basics, there are extraordinary planning
opportunities available as your success grows. The reality
is that there are many ways to avoid estate taxes with advanced strategies by using a quality estate planning attorney. My friend likes to say that he’s happy to pay his fair
share to the IRS but he doesn’t need to tip.1
If Kristi and I did no planning, after adding our life insurance to our other assets, we would be subject to a hefty
“tip to the IRS” in estate taxes. As such, I have worked with
an attorney to create a “zero estate tax plan.” Here are the
details:
We want to incentivize our kids, but we do not want to ruin
them either. Within the current gift exclusion amounts ($5.49
million in 2017 per individual), we have identified the amount
we want to give the kids to make sure that they have adequate resources to put a down payment on a home, start a
business, and launch them into a productive adulthood. This
amount is high enough to be an incentive but low enough to
keep our children working and productive.
We’ve also set aside money to help with grandkids’ education and the charities that mean so much to us.
Between the current exemption and our life insurance, all
these legacy goals are fully funded.
1
Please email me if your net worth is more than $10 million, and through our
national network, I’ll be glad to introduce you to several top tax attorneys who will make
sure your hard-earned dollars go exactly where you want.
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The remaining estate value will be given to a donor-advised
fund that is tax exempt. As a family, we make charitable gifts
from the fund. After we die, the children will continue to
manage this together as part of their example of philanthropy for their children.
With this plan, we will pay no estate taxes, no matter how
much wealth we are able to accumulate.
Don’t Forget the Values Side of the Plan
It’s essential to realize that your estate plan does not end with
a written will and trust documents. These documents prepare
the money to be transferred, but they do not prepare your
heirs for the money, which is arguably more important.
Therefore, your written estate plan should also include a
“values” plan to prepare your heirs for money. We go into
more detail in section three, but this is a good primer.
You may have heard of the adage “shirtsleeves to shirtsleeves in three generations.” Over 90 percent of traditional
completed estate plans fail, not for lack of the documents,
but because the well-intentioned parents have not intentionally and diligently passed on their stories, values, and life
lessons to their heirs, in addition to their money.
When money is the primary focus of estate planning, inheritors often equate their self-worth with their net worth.
There’s been a lot of talk in recent years about the rich kid
disease of “affluenza.” When children inherit money without
appreciating the efforts of earning it, they can have a dys26
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functional relationship with the money resulting in such outcomes as the inability to delay gratification, low self-esteem,
lack of personal identity, and a false sense of entitlement.
In other words, children born on the third base mistake that
for hitting a triple.
Affluenza’s surest cure is active philanthropy. Just two weeks
ago, we saw this with the dramatic change of heart in our
son, who did not want to build homes in Tijuana, until he
was sitting atop a roof with nails in hand. From this, and
many other experiences, we have developed a passion for
actively giving away as much as we can to meet the incredible immediate needs around us and see the impact during
our life time.
The pastor Rick Warren inspired us by his example. Pastor
Warren decided to increase his annual giving by 1 percent
each year. Currently, we are giving away double digits of our
income. One day, we hope to give away 90 percent of our
income and live off 10 percent.
I share this story because I believe that you will be better off
if you have an actionable plan to prepare your family members for their financial inheritance. As Christians, Kristi and
I believe that everything we have is a gift, and that we are
blessed to be a blessing to others. Therefore, we model this
for our children.
As part of my planning and advisory services, I help clients
discover, articulate, and share how they will prepare their
27
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family for the wealth they will inherit. You may have done a
great job of financial and estate planning, but have you also
prepared your children for the inheritance they will receive
as a result of that planning?
Financial estate planning checklist:
Create an Inventory of What You Own and What
You Owe. There are many good reasons to compile a
comprehensive list of your assets and debts, including
account numbers and contact information, as well as
names and contact information for your important advisers. The Northwestern Mutual Guide for the Future
(available at www.northwesternmutual.com/learningcenter/brochures) is a tool for summarizing that information and saving it electronically. Keep the summary in a
secure, central location—along with original copies of
important documents—and provide a copy of the summary for the executor of your will.
Develop a Contingency Plan. An estate plan allows
you to control what would happen to your property and
assets if you or your spouse passed away today. It also
puts a documented plan in place so that if you became
incapacitated, your family could carry on your affairs
without having to go through court. This includes a
strategy for providing income if you were to become disabled and covering potential expenses for care, giving it
may be needed at some point.
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Provide for Children and Dependents. A primary goal
for many estate plans is to protect and provide for loved
ones and their future needs. Your estate plan should
include provisions for any children, including naming a
guardian for children under age 18, and providing for
those from a previous marriage who might not be specifically addressed by leaving assets to a current spouse.
It also would specifically address the care and income
of children or relatives with special needs. This planning
must be carefully strategized so as to avoid jeopardizing
eligibility for government benefits.
Protect Your Assets. A key component of estate planning involves protecting your assets for heirs and your
charitable legacy by minimizing expenses and covering
estate taxes while still meeting your goals. If necessary,
your estate plan would include specific strategies for
transferring or disposing of unique assets, such as family-owned business, real estate or investment property, or
stock in a closely held business. Many people use permanent life insurance and trusts to protect assets while
ensuring future goals can be met. A financial representative can help you find the strategies that best suit your
unique situation.
Document Your Wishes. If you want your assets distributed in a certain way to meet financial or personal goals,
you need to have legal documentation to ensure those
wishes are followed if you die or become incapacitated.
This includes designating beneficiaries for your life insurance policies, retirement accounts, and other assets that
29
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are in line with your goals, and ensuring that the titles of
material assets, such as automobiles and property, are
named properly. Work with an attorney to be sure you
have an updated will disposing of your assets, a living
will that reflects your end-of-life wishes, as well as powers of attorney for health care and financial matters.
Appoint Fiduciaries. To execute your estate plan, you
must designate someone to act on your behalf if you
are unable to do so—as executor of your will, trustee for
your assets, legal guardian for your dependents, and/or
personal representative or power of attorney if you became incapacitated. You need to be sure your fiduciaries
are aware of and agree to their appointments, and that
they know where to find your original estate planning
documents. Fiduciaries can be family members, personal
friends, or hired professionals, such as bankers, attorneys, or corporate trustees. A financial representative
can provide more information about trust services and
about considering Northwestern Mutual as your trustee.
For more information about these items, visit
northwesternmutual.com/financial-guidance/planningpriorities/estate-planning.

30

8 Questions for Financial Security

Values estate planning checklist:
Written letter to spouse/children
Family vision statement
Favorite memories/stories on video
Extra Credit
Write a letter to your great-great-grandchildren with
these as the topics:
This is who I was.
This is what I believed in.
This is what I stood for.
This is what I did.
This is the difference I hope I made.
This is how I hope to be remembered.
This is what I really left my children, grandchildren,
and you.
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Question 4: “Do I have a bridge?”
I loved roller coasters as a kid. My favorite part was going
up the first hill. The view from the top was fantastic. I loved
seeing the entire amusement park for that brief second or
two. But then, down that first immense drop, I felt like I lost
my stomach and the ride would never end.
Of course, roller coasters do end, but there comes a point
when we stop wanting to remind ourselves that the roller
coaster exists. Eventually, they stop feeling fun and start
feeling lousy.
The same goes with risk tolerance. I mentioned before how
the thinking of clients evolves over time—from invincible to
vulnerable. As time passes, clients say they have a greater
appreciation for safety and less appreciation for risk. Clients
tire of having the performance of their portfolio tied to their
happiness (or frustration).
The stock market is like a roller coaster ride, and if this is the
only place you have your money invested, you will likely feel
those pits in your stomach as the markets hit lows. Yet, we
cannot ignore the highs of the stock market either.
The fourth strategy, then, is to build a bridge so that even
as you have money invested in the stock market, you have
money invested elsewhere so that you will never have to sell
your stocks at market lows. Instead, you can use your alternate investments to cover the gap during market lows.
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In other words, make sure you have a secondary investment
that is not tied to the stock market. This allows you to “rideout” the lows so that you never have to sell your stocks at
market lows.
Build Your Bridge
While we know that historically the market has never been
down over more than a 12-year period (during the Great Depression), there have been plenty of big drops in between.
This is not a problem if you do not need the money, but
accessing assets for income every year is required in retirement. The secret is to have an alternative asset, uncorrelated to the market, which you can access when needed when
the market drops.
In a previous section, we talked about term life insurance
earlier. Here, we will talk about the other main type of insurance—permanent life insurance. One of the biggest benefits
of permanent life insurance (also called “whole life or universal life”) is that the cash value cannot go down in value,
which makes it a terrific bridge when you need money and
your other assets have dropped in value, as they tend to do
in aggressive investment vehicles like the stock market.
We advise our clients to strategically accumulate enough
cash value in their permanent policies to use during at least
three to five years (and ideally ten years), so that they can
avoid “selling low” and retain the value of their equity investments for selling when the time is ideal.
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As a hypothetical example, if someone retired with $5 million invested in a stock portfolio and liquidated holdings to
generate $375,000 of annual income for 25 years, during
many market cycles, they would still have $5 million at the
end of 25 years.
That sounds pretty good to most people.
However, if they didn’t have to sell stocks during the five
years when the market was at its lowest, they would end up
with $46 million after 25 years.
The nine-fold increase in net worth in this hypothetical
scenario was accomplished by strategically funding a cash
value life insurance policy that provides sufficient reserves to
bridge the down markets.
When do you want to retire and what annual income do
you want?

How secure a bridge do you want to build? (In other
words, how long do you want to be able to withdraw
cash value from your life insurance, without having to sell
stock market assets?)
Typical short market dip = 12 to 18 months
Average market dip = 24 to 36 months
Longest market dip = 12 years (Great Depression)
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(If you want $200,000 of annual retirement income, and
you want to have a bridge to carry you through an average
30-month market dip, then you would need to have at least
$500,000 in non-market correlated assets.
Have your financial advisor back into the funding required
to build a cash-rich, accumulation oriented life insurance
plan so that will have $500,000 of cash value in retirement to
weather the market volatility. Multiply your impact to future
generations and your favorite charities many times over.)
Another Bridge
Here is another tip: More and more research studies show
the value of having some amount of your retirement savings
allocated toward assets that provide a guaranteed income
for life.
And keep in mind: 100 is the new 65. More and more studies show that at least one spouse will make it into his or her
100s in the years to come. Of course, Social Security used
to help people through the retirement years, but Social
Security was implemented when life expectancy was 67. We
should not count on Social Security as our saving grace.
And even corporations are doing away with retirement and
pension plans. Whereas a pension used to be a standard of a
large company, these plans are offered less and less. Instead,
employees are expected to manage their own planning.
Many experts are recommending annuities as a replacement
for pension plans and supplements to Social Security. These
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financial instruments provide a guaranteed income for life,
no matter how long you live.
Kristi and I have funded annuities for ourselves now so that
we can lock in the current life expectancy assumptions,
which provide for higher payouts. If future life expectancy
tables assume longer lives, then the annuity payouts will
likely be proportionately lower.
I recently had lunch with a great client who confided that he
wanted to know that he could have a guaranteed income no
matter how long he lives. When we showed him that, in fact,
this guarantee was already in place through his current plan,
he was thrilled.
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Question 5: “Have I protected the goose that lays the
golden eggs?”
When you were a kid, did you ever stay home from school
when you didn’t feel well? I’m sure there were a couple days
when I faked it and somehow got away with it. As an adult, I
don’t have the option to fake being sick anymore—especially as an entrepreneur: I don’t get paid if I don’t show up for
work. As a result, I am reluctant to take a sick day.
In fact, I probably average less than one sick day every
couple years. When I decide I cannot make it into the office,
I truly feel horribly ill. Once we become adults, we do what
we have to do because other people are counting on us.
That said, there are some days whereby we cannot handle
anything other than recuperating in bed.
Now multiply this feeling by weeks, months, or even 365
days of the year.
I have a dear friend who is a physician who suffers from
horrible migraine headaches. When she gets a migraine,
she stays in bed with the lights out for days on end. What
she describes is more painful than I can imagine enduring.
Another buddy started having lower back problems after an
injury. He couldn’t sit down, couldn’t lie down, and found
relief only temporarily while walking. Until back surgery, he
wasn’t able to return to full time work for nine months.
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My point is this: The goose that laid the golden eggs is far,
far more valuable than the golden egg itself. As able bodied, working adults, we are that goose. Our ability to earn
an income is extraordinarily valuable. Our greatest asset is
our future earning potential.
The fifth strategy, then, is to protect your income.
I have had conversations with way too many people who
would never think of canceling their home or car insurance,
but who have failed to protect their income with disability
insurance.
Eventually, my family did recover from that fire. And eventually, I recovered from the three—yes, three!—car accidents that
I had during my first three months of living in Los Angeles.
But if I were to become disabled, what would I do? What
would my family do?
Unless you are independently wealthy, you need as much
long-term disability insurance as you can get—and the maximum you can get is 60 percent of your income.
My buddy with the excruciating lower back pain? He was not
a brick layer or a carpentered. He was a professional speaker.
All he really needed was his voice. But when he had pain radiating through his body, he could not even speak. Fortunately,
he had sufficient disability coverage, so he was able to use his
disability insurance and spend his time recovering.
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On the flip side, I have also known people who have had to
work through such pain their whole lives because they did
not have the option. Thank goodness this wasn’t the case
for my friend.
Assuming you currently have good health, you can eliminate
this risk for yourself and your family, too.
If disability insurance still seems unimportant, think of it like
this: Imagine that you are given two job offers for identical
jobs, but with two different compensation packages.
•
•

Job A pays you 98 percent when you are healthy, and
60 percent if you cannot work.
Job B pays you 100 percent when you are healthy
and able to work, but nothing if you are sick or get
disabled.

Almost no one would pick Job B.
Yet, if you do not purchase disability insurance, you are essentially choosing Job B. (A great disability plan costs about
two percent of your income.) The reality is, if you think it
would be hard getting by on 60 percent, then it would certainly be hard getting by with no income whatsoever.
For those who are young and healthy, it’s hard to envision
a sickness or injury interrupting your ability to earn a living.
But one of every four employees will be disabled for three
months or more at some point during their career (U.S.
Social Security Administration, Fact Sheet February 7, 2013).
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If your employer offers a comprehensive package of benefits, you may have access to group disability income insurance at work. Most group plans cover short-term disability
(typically six months to two years) and may also include
long-term disability. And that’s a great starting point.
But it may not be enough, because most group plans:
•
•
•

Cover only a portion of your base income
(typically 50-60 percent).
Deliver benefits that are usually subject to
income tax.
End when you leave the company.

Remember, I want you to protect the goose that lays the
golden eggs: You!
To further protect yourself and others who rely on your income, you may want to consider supplementing your group
coverage with individual long-term disability insurance.
Individual long-term disability insurance helps close the gap
between what is covered by your employer’s group policy
and your monthly take-home pay. If a disability were to keep
you from working, the coverage provided by a supplemental
individual insurance policy will help you:
•
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Better maintain your current standard of living. You
won’t have to worry about keeping up with your bills or
making sacrifices, like giving up your gym membership
or canceling piano lessons for the kids. (Plus, if you pay
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policy premiums with after-tax dollars, benefits will be
paid to you, income-tax free.)
•

Minimize the impact on your long-term financial
security. You won’t need to tap into your savings—or
worse yet, your retirement savings—to meet expenses
during a time of disability.

Key considerations for protecting your income:
What’s the longest vacation you could
afford to take?
If it’s not forever, then you probably would
benefit from long term disability insurance.

Do you have any group long term
disability insurance from your employer?
Does the company pay for it?
If so, that typically means that the benefits are
taxable as ordinary income.

Explore supplemental disability insurance with your financial planning professional as soon as possible. During our
working years we are many more times as likely to become
disabled than as to die.
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Question 6: “Have I considered long-term care?”
At about the same time, both of my grandmas started forgetting things. They were each in fine physical health, living
on their own, and loving their independence well into their
eighties.
However, sometimes they forgot to take their medicine, or
they forgot the last time they ate.
Obviously, we took action as soon as we noticed that they
needed additional assistance, but our strategies differed
because my grandmothers had varied financial situations.
They both wanted to stay in their homes, but only one of
them had been prudent with her money. My grandmother
who had planned for and considered long-term care was
able to afford the care we wanted her to have, so she was
able to stay in her home, with the help of an aide who came
daily.
She continued to lead a life with great dignity and it showed
in her attitude and demeanor.
My other grandma didn’t have any savings. She ended up
moving in with my mom. While my mom wouldn’t have had
it any other way, I saw what a burden it was on her. She had
gotten her nursing license by then, but if you have ever
been a caregiver, you know how difficult it is to be responsible for every imaginable need for another human being, especially your parent. (Like I said earlier, my mom is an angel!)
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Sadly, even my grandma who started off with money ended
up spending the vast majority of it on her long-term care.
They had both wanted to leave an inheritance to their children and grandchildren, but after funding their long-term
care needs, their resources were exhausted.
In seeing this happen with my grandmothers, I quickly realized that I was my parents’ long-term-care plan. They didn’t
have the money to provide for their end-of-life needs. I was
certainly going to do whatever it took to take care of them,
just as they had done for their mothers.
Thankfully, they were both in good enough health that I
could buy long-term-care insurance for both of them.
At the same time, it occurred to Kristi and me that we
should invest in long-term-care insurance for ourselves. Given our age and our health, it was even more affordable. As
a result, I have had long-term-care coverage since my early
forties. While I have no intention of using it any time soon,
just knowing the insurance is there gives me great peace of
mind.
I have seen many families torn apart by the squabbles that
come from deciding how inheritance dollars should be used.
If someone has been counting on money coming their way,
it can be hard to see it eroded by the ever-increasing cost of
providing health care out-of-pocket and with after-tax dollars. I am glad to have all these costs paid for in advance. I
want my kids to focus on taking great care of me and supporting each other during my final years.
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Source: Northwestern Mutual’s
2014 Long-Term Care Study

Having a plan in place in the event of a long-term-care
event may be one of the most important steps you can take
to help ensure your future financial security. And yet, it is the
one area of financial planning that often goes unaddressed.
There are many reasons why people don’t make planning for
long-term care a priority.
•

It’s difficult to think about.

No one wants to consider the possibility that they or a loved
one may someday experience the need for long-term care
as a result of a debilitating illness from a disease like Multiple Sclerosis, a cognitive impairment such as dementia, or
the results of an accident like paralysis.
•

It’s difficult to talk about.

In a recent Northwestern Mutual study, 35 percent of people
said talking to their parents about long-term care would be
one of the most difficult conversations they could possibly
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have—right up there with asking them to borrow money or
asking their boss for a raise.
•

Young people believe they are invincible.

Many people think long-term care is something that only
the elderly need worry about, yet an accident or debilitating
illness can strike at any time.
•

It happens only to someone else.

Key considerations for long-term care:
More than 63% of men and 72% of women will
likely experience a long-term care need in their
life.
Would you rather shackle $1 million of
retirement assets to self-insure for future longterm-care needs or spend freely in retirement
knowing that the bulk of the risk and costs of
long-term-care has been transferred to a highly
rated insurance company?
The fact is, if you live to the age of 65, there’s a 70 percent
chance you will eventually need some kind of long-term
care. And even if you are not the one in need of care, there’s
45

Smart Money • Section 1

a good chance you’ll be providing care to a loved one. A recent AARP study shows 42 percent of all workers in the U.S.
have provided care for an aging relative.
•

They think Medicare covers it.

Many people mistakenly believe that if something happens,
the cost of long-term care will be covered by Medicare or
Medicaid or private health insurance. Most often it won’t,
which is why people need to have a plan in place for how
they would manage such expenses.
For all of these reasons, a long-term care event can have a
significant impact on you and your family—financially, physically and emotionally. That’s why it’s important to plan for
long-term care.

46

8 Questions for Financial Security

Question 7: “To enjoy its shade, when was the best day
to plant a tree?”
The answer is: Twenty years ago.
This advice applies not only to planting trees, but also to
planning your children’s education. The best time to plant
the seed for their education is well before they need it.
That said, experts say that college students with “skin in
the game” spend less money during college, finish college
sooner, and get better grades.
I worked two jobs to pay my way through college, and I
don’t want this for my kids. I do, however, want them to
spend less money, get better grades, and graduate in four
or fewer years.
How can I accomplish this?
I’ve made a deal with my kids that I’ll give them what I call
a “Personal Responsibility Account.” I will fund their PRA
through college. Instead of having to take loans to pay for
school, they’ll borrow from themselves through their PRA.
When they graduate from college, they will take over the
annual funding of the PRA, as well as pay themselves back
from the money they borrowed from the PRA.
The mechanism I am using to fund the PRA is a permanent
life insurance policy on each child. The kids have already
begun to appreciate how fast the cash value is growing in
the life insurance policy for their future benefit.
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We started their plans at birth. In other words, we planted
the seeds, and watching the accounts compound over time
has been extraordinary. We have given them a gift they
could never recreate on their own. This is something I wish
my parents had done for me, so I’m thrilled to provide this
for my children.
Our deal is that as long as they are good kids, working hard
in school and maturing as responsible citizens, then we will
give them all the cash value as part of the life insurance,
which they can take over funding after graduating from
college. At the same time, they know that if they do not become contributing members of society, their mom and I will
cash out the plans and take a fantastic vacation!
Plant the seed of this amazing tool for them now so that
they can enjoy the benefits and protection from its “shade”
for decades and decades to come.
Remember, the best day to plant a tree was twenty years
ago. Our kids are too young to plant it for themselves, but
we can plant it for them now—and they’ll always remember
you for it.
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Questions to consider in planning gifts to children:
Did you get an inheritance? Was it financial, wisdom,
and/or experiences?

Do you want to give your kids a head start? If so, how?

When did you start your first meaningful savings plan?

Would you have liked to have started saving earlier?
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Question 8: “Would you bet on the horse that has a fancy
name and looks good, or the one that won 76 of the last
86 races?”
Year after year, other companies regularly project higher
performance, but over the last 86 years, Northwestern Mutual has led the industry 76 times, including every one of the
last 36 years.
While I cannot guarantee how Northwestern will perform
going forward, only three factors impact cash value performance, and Northwestern excels at each.
First, while a company’s investment returns might fluctuate
from year to year, there is a regression to the mean over
time. In other words, one company might have a great year,
but over time, most companies average performance gets
closer and closer because they are all investing in the same
market.
The final factors—expenses and mortality costs—take decades to materially change. Northwestern has led in these
categories year after year, a lot of which can be attributed to
very rigorous underwriting and having headquarters in much
less expensive Milwaukee, WI, instead of New York City or
Boston.
Many companies in the life insurance industry point to their
illustrations as evidence of superior performance. Many
claim that they are better positioned for the future. However, historically, no matter how good its competitors’ illustra50
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The “76/86” referred to in the title was based on the surrender cost index, which is the measure of policy performance and cost of ownership. Northwestern Mutual has
been first on this measure all but ten times:
•
•

In 1972 and 1973—New York Life outranked Northwestern Mutual (policies issued in 1952 and 1953)
From 1993 through 2000—Guardian Life outranked
Northwestern Mutual (policies issued 1973 – 1980)

Based on this, you could say that Northwestern Mutual
has outperformed the competition consistently since 1981.
When you consider that during its years as #2, it was outranked by only one company, Northwestern’s track record
is remarkable.
Here are some other statistics from the past 21 years
(1996-2016) among Northwestern Mutual and it’s closest
competitors (New York Life, Mass Mutual, Guardian, Penn
Mutual, and Ohio National):
•
•
•

None of the above had better expense ratios than
Northwestern Mutual
None of the above had a better lapse ratio than
Northwestern Mutual
None had a better mortality margin ratio than
Northwestern Mutual

SNL Financial, our primary data source for this, provides
statutory financial data back to 1996, so we cannot provide a definitive “how long” for any of these measures—
but this is long enough to show extraordinary consistency.
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tions may have looked or what silver bullet they may have
claimed to have found, they have had little success when
it comes to matching Northwestern Mutual’s actual policy
performance.
Northwestern Mutual’s strong performance in the areas of
mortality experience and expense management, beyond its
solid investment performance, have allowed Northwestern
Mutual to consistently provide superior actual long-term
value to their policy owners.
For all these reasons, Kristi and I put half of our long-term
savings into our retirement plans invested in equities and
the other half into Northwestern Mutual permanent life insurance, representing those safer dollars that we value more
and more.
My wife loves this consistent, tax-advantaged performance
year after year, and so do my clients.
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Smart Money Scorecard
Mindsets

1

2

3

4

5

6

Excitement for a
Bigger Future

You feel isolated from a rapidly
changing world and are in
conflict internally with what you
want and the small future you
fear is yours.

You are searching for ways to
create a bigger future and find
your current way of doing things
to be exhausting and want a
better path.

The Role of Life
Insurance

You see insurance as a waste
of money and would rather self
insure.

You love your family and want
to provide for them, but haven’t
yet addressed the role of life
insurance.

The Value of
Estate Planning

You haven’t seen value in
planning and expect your kids to
figure it out for themselves.

You have been meaning to get
a will and trust in place, but you
always seem to be too busy.

Bridging for
Your Success

You are happy when your
portfolio is up and depressed
when it goes down. It’s essential
that your plan always beats the
stock market.

You have been disappointed by
the market historically and want
a plan that gets you to the finish
line without tremendous effort/
stress.

Are You the
Golden Goose?

You feel that you could do your
job from the hospital bed if need
be. Buying disability insurance is
a bad bet.

You don’t know how disability
insurance works or how much
you have, but you would want
to protect your future earning
potential.

The Role of
Long-Term Care

You have no interest in longterm-care protection.

You are open to learning more
about eliminating the significant
risk that a long-term-care event
poses to your retirement goals.

Investing for
Your Children

You started out with nothing and
you don’t want to handicap your
children with assets that could
potentially disincentivize them.

You haven’t spent much time on
ways to leverage gifts to your
kids but you’d like to give them
advantages that incentivize them.

The Importance
of Quality &
Track Record

You don’t trust others to help you
in your planning. You prefer to
do everything yourself and live
with your choices.

You don’t want to take risks on
products & services just because
they are cheapest. You want a
plan and partners that deliver
tested value.

Scorecard

For recommendations on reaching your goals,
complete this scorecard online at smartmoney.vip

7

8

9

10

11

12

You feel settled where you are,
and because of your credentials
and community respect, you are
already at the top of your game.

Your future is expanding
exponentially and your choices
today create a future surpassing
what was previously possible.

You have addressed all your
life insurance needs and aren’t
looking for any additional advice.

You are always looking for
new strategies to leverage
your current and future legacy
planning.

You have utilized the best
estate planning resources and
are confident that everything is
addressed.

You recognize that no one has
cornered the market on good
ideas and welcome new insights
to pass on your values to prepare
your children.

You have got an incredible team
of advisors who take great care
of you.

You value bridges in your
portfolio that protect you from
selling during market lows and
provide income for life.

You have maxed out your group
insurance and purchased as
much supplemental disability
protection as possible.

You know your greatest asset
is the income you are yet to
earn and want to do everything
possible to protect it for you and
your family.

You have self-insured or bought
all the long-term-care insurance
you want and feel confident that
this isn’t an issue for you.

You want to make sure that you
and your loved ones never have
to choose between quality health
care and quality of life. LTC is
essential.

You feel good about the gifting
you have done for your family
and plan to spend the rest on the
future you’ve earned.

You are raising responsible
children and, within reasonable
limits, you want to leverage every
opportunity to support their best
future.

You have exhaustively searched
the market for the best financial
planning resources and have
everything in place for your
future.

You never skimp on quality and
proven historical results. You
welcome ways to increase the
confidence you desire for your
family and their best future.

Current
Score

Ideal
Score

