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wealth and a life well lived come to get ideas on:
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Getting Your Perfect Shape

Nutrition & Diet Tips

Self-Improvement

NOTE: If you’re new to ETR, you can click one of the links above for
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The Secret of the Golden Buckets
The money-management system that I’ve used to generate more than $50 
million in wealth is quite simple–a far cry from the complicated systems I was 
enamored with thirty years ago, when I was just beginning to learn about 
money.

Those systems felt exotic, secret, exciting. But as the years passed, I found 
they did not work as advertised. Eventually, I realized that sophisticated 
financial programs are like complicated toys. They look fantastic on the shelf 
– but when you go to use them, they eventually break… and when they 
break, you can’t fix them.

As simple as it is, the system I’m going to introduce you to today will provide 
for all of your financial needs. It will allow you to live well now… and live well 
in retirement.

As Palm Beach Letter subscribers know, our first rule for building wealth is 
“Never, ever lose money.” The primary characteristic of this plan is safety.

Our second rule for building wealth is “Grow at least a little bit richer every 
day.” And the second (and equally important) characteristic of this plan is its 
dependability. It will give you a regularly escalating net worth without 
significant setbacks.

I call my system “The Secret of the Golden Buckets.”

Simplicity Trumps Sophistication
Imagine a golden well with three golden buckets on the ground in front of it. 
One is labeled “spending”… the second is labeled “savings”… and the third is
labeled “investing.”



There’s a sign on the well that challenges you to try your hand at a game. To 
win, you have to fill all three buckets to the brim.

It seems to be an easy challenge, but there are two problems:

The well will give you only so much water within a given time period.

If you look closely at the golden bucket marked “spending,” you notice there 
is a sizable hole at the bottom of it.

I’m using metaphors here, of course. The well represents your yearly income.
The spending bucket, with the hole at the bottom, represents the money you 
must spend to enjoy the quality of life you want. The savings bucket 
represents money you absolutely can’t afford to lose. And the investing 
bucket represents your future wealth.

If you manage to fill all three buckets, you win–i.e., you’re rich!

So can this game be won? It can, if you play it smart. And you can win it 
relatively quickly if you use my system.

The Golden Bucket of Spending
I grew up relatively poor, the second of eight children. My father earned 
$12,000 a year as a college professor. As a teenager, I was ashamed of our 
small house, my hand-me-down-clothes, and my peanut-butter-and-jelly 
sandwiches.

I dreamed, literally dreamed, of living like a rich man. And so, when I got my 
first job at age nine as a paperboy, and then at twelve as a lackey at the local 
carwash, I would spend my money on luxuries, like a pair of brand-new Thom
McAn shoes.

I worked every chance I got through high school, and then worked two or 



three jobs during college and graduate school. I spent 80% of my money on 
necessities: food, clothes, and tuition. But I always spent a bit on little 
niceties. Even back then, I had the notion that I didn’t need to deprive myself 
now for some better life later.

I tell you this to emphasize a key part of my system. I don’t believe in 
scrimping severely to optimize savings. I believe you can live a rich life while 
you grow rich, so long as you are willing to work hard and you are smart 
about your spending.

Think of the typical earning/spending/saving pattern of most wealth seekers…

During their twenties, they spend every nickel of their modest income to make
ends meet. At that age, it is nearly impossible to put aside money for the 
future.

During their thirties, their income increases. But this is also when they start a 
family. Expenses soar. There are more mouths to feed, a “family” car to buy, 
and the dreaded down payment on a first house. They manage to save a little
during these years, but not nearly as much as they thought they would.

If they work hard and make good career decisions, their income climbs much 
higher in their forties and early fifties. They have more money to put aside for 
the future, but they are also tempted into buying newer cars, nicer clothes, 
more exotic vacations, and–the biggest wealth stealer of them all–that dream 
house.

In their later fifties and sixties, their income plateaus or even dips… and they 
may have to start shelling out for college tuition. Aware that their retirement 
funds are being depleted rather than enhanced, they invest aggressively to 
try to make up the difference.

Finally, sometime in their mid to late sixties, they realize that they don’t have 
enough money to retire. They have spent almost forty years working hard and
chasing wealth, but they never managed to attain it.

It’s sad, but it’s the reality for most people. And it is just as true for high-
income earners (doctors, lawyers, etc.) as it is for working-class folks.

There are two lessons to be drawn from this: First, it is very difficult to acquire
wealth if you increase your spending every time your income goes up. 
Second, setting unrealistic investing goals means taking greater risks. And 
taking more risks, contrary to what many pundits say, will almost always 
make you poorer… not richer.

The truth is, there is only a marginal relationship between how much you 
spend on housing, transportation, vacations, and toys and the enjoyment you 



can derive from them.

My golden bucket spending strategy is simply this: Discover your own, less 
expensive way to live a rich life. By a “rich life,” I mean a life free from 
financial stress, but also filled with things that give you pleasure.

Your family can be just as happy in a house that costs $100,000 or $200,000 
as one that costs $10 million or $20 million. Likewise, a $25,000 car will get 
you where you want to go just as well as a car that costs ten times that 
amount.

In fact, there are dozens of ways to live like a millionaire on a modest budget. 
If you learn those ways, you will have a tremendous advantage over 
everyone else at your income level. (In future issues, I will give you lots of 
ideas for “living rich” without spending more. But for the moment, I am just 
going to assume that you agree this makes sense.)

Make smart spending decisions. Remember, the spending bucket has a hole 
in its bottom. Every dollar you put into it will be gone by the end of the year. 
Stop thinking that because you’re earning more money, you should be 
spending more. Your future wealth is determined by how much you save and 
invest, not by how much you spend.

So here’s what I’d like you to do: Figure out how much you need to spend 
every year to live your own personal version of a “rich” life. It might help to 
spend a few minutes thinking about all the things you truly enjoyed last year. 
If you are like me, you’ll find that almost all of the things you enjoy require 
very little in the way of money. (Those are the true luxuries.)

Keep the biggest wealth-stealing expenses–like your house, your cars, and 
entertainment–to a necessary minimum. And eschew any expenditure that 
has a brand name attached to it. Brand names are parasites that gobble up 
wealth.

What you are doing is determining the size of your spending bucket. It should 
be smaller than the bucket you used last year, but big enough to contain 
inexpensive luxuries that will make your life truly rich.

Don’t nod your head and promise to get to it sometime in the future. Do it 



today. Estimate, as well as you can, what you need to spend each year to 
have the life you want. I call this your LBR (lifestyle burn rate)–and I’ll be 
talking more about it in an upcoming essay. This is a number that you must 
have firmly in your mind, if you intend to be a serious wealth builder.

The Golden Bucket of Savings
The you have figured out how large your spending bucket needs to be, you 
can start to figure out the size of your saving and investment buckets.

You may be wondering what the difference is between saving and investing. 
To most people, they are the same. But I like to distinguish between them 
because I believe it will help you acquire wealth safely.

Saving and investing are the same in the sense that you are setting aside 
some portion of your current earnings for the future. The difference is, the 
purpose of saving is to safeguard that set-aside money, whereas the purpose 
of investing is to grow it.

The money in the savings bucket is money that I refer to as your SOA (start-
over-again) fund–the money you put aside in case of a financial disaster. 
What if, for example, you woke up one day to find the company that has 
employed you for the last twenty years has shut its doors, and the pension 
plan it was holding for you is suddenly worthless?

You would have to start over, right? You’d need money to pay for your 
expenses while you found a new job, and you’d need money to start investing
again. That’s why you need money in your savings bucket. And that money 
has to be absolutely safe.

Imagine how you would feel if you called up your broker to let him know that 
you needed to cash in your start-over-again fund and he told you its value 
had suddenly crashed and was now worth 10 cents on the dollar? Well, that’s
exactly what happened to millions of Baby Boomers. The reason it happened 
is because these people did not distinguish between saving and investing. 
They had all their wealth tied up in investments advertised as safe, but were 
actually quite risky.

You don’t want to take any risk with your start-over-again money. The primary
purpose of that money is to preserve, not increase, the capital you set aside. 
Putting it at risk, even average market risk, is too dangerous.

You need to be equally as careful with the money you set aside to repay debt.
Because when the bill comes due, you must pay it. Keep that money safe. 
Put your debt obligations in your savings bucket, never into the market, even 
if the market looks safe.



Same is true of any future expenditure that is coming up relatively soon. By 
relatively soon, I mean, say, one business cycle–seven to ten years.

If, say, your retirement is still twenty or thirty years away, you can afford to 
invest money set aside for that purpose in vehicles that are safe, but not 
super-safe. However, if you will be retiring in less than ten years, you can’t 
take the chance of seeing your retirement fund drop by 20% to 30%, because
you won’t have time to let the market correct itself.

So if you plan to retire in five years and you will be drawing on your retirement
savings, you want to transfer at least five years’ worth of your retirement fund 
from your investing bucket to your savings bucket. To ensure that you will be 
able to pay for the retirement life you want, you can’t afford to have that 
money at risk.

Are you with me?

For your savings bucket, your money should only be in super-safe 
investments–investments that are highly unlikely to go down in value in the 
next ten years. Given today’s economy, we believe there are only four 
vehicles that qualify: cash, gold coins, quality municipal bonds, and well-
bought rental real estate. For simplicity, my recommendation would be that 
you diversify your savings bucket funds evenly: 25% into each if you use four 
of them, 33% if you use three of them, or 50% if you use only cash and gold 
coins.

I will write about all four of these vehicles in future issues of The Palm Beach 
Letter. For now, it is enough for you to understand the distinction between 
saving and investing… and segregate your set-aside money accordingly.

I’ve already asked you to estimate your LBR (lifestyle burn rate). Now, I want 
you to estimate how much you’ll need in your savings bucket. That includes 



the money you would need in your SOA (start-over-again) funds if, for 
whatever reason, you lost everything. (I’ll be more specific about this number 
in an upcoming essay.) It also means identifying all of your debt obligations, 
and figuring out the totals of any future expenditures that will be coming due 
in the next ten years.

The Golden Bucket of Investing
As I said, the purpose of your investing bucket is to grow your wealth. This is 
the bucket you will use to fund all future, long-term expenditures. By “long-
term,” I mean more than ten years.

If you are young, you may use this bucket to put aside money for your 
children’s college expenses. But for the most part, the money in this bucket 
will be for your retirement. And when you look at investment returns from a 
long-range perspective like that, even a few percentage points can make a 
huge difference.

I won’t spend any time here talking about how you should manage your 
investing, because Tom and Paul do that in The Palm Beach Letter. But I will 
say this: The kind of stocks they recommend are the only kind that appeal to 
me. Every other stock investing strategy I’ve encountered (and I’ve been in 
the financial publishing business for more than thirty years) makes me 
uncomfortable.

The recommendations that you get every month from Tom and Paul in The 
Palm Beach Letterare designed to give you an average, long-term return of 
10%-15%. This might seem paltry to people who dream of doubling and 
tripling their money in the market every year, but those kinds of investors 
almost always end up broke. And making 10%-15% on your money over the 
long term will give you terrific results.

But–and this is a very big but–you won’t get wealthy this way unless you 
invest enough money.

In other words, investing alone can’t make you rich. So if you can afford to 
invest only a few thousand dollars a year, you will not get rich even if you 
make 15% a year for forty years. To fill your investing bucket, you need to 
invest more than that–and if you can’t invest more than that right now, you 
need to generate more income so you can.

That brings us back to the metaphorical well that represents your yearly 
income–the well you’re going to use to fill all three of your buckets.

Your Golden Well
If your income isn’t sufficient to fill all three buckets, you have only two 



options: You must increase the flow from the well you have, and/or you must 
dig some new wells.

You can increase the income from your primary well (your job) by becoming a
more valuable employee. I have written on this subject in several of the books
I published under the pen name Michael Masterson. The one I recommend is 
Automatic Wealth for Grads… and Anyone Else Just Starting Out.

If you can become a more valuable employee, you should. But you may also 
want to create other streams of income.

One possibility would be to invest in rental real estate. If you decide to do 
that, it will become–after you have paid down the mortgages–its own well, 
pumping liquid gold to you every year thereafter.

Another option would be to start a side business and let your spouse or a 
relative run it. If you are interested in doing that, I recommend Ready, Fire, 
Aim, another book I wrote as Michael Masterson.

The Palm Beach Income system could be another well for you in the future.

Here’s the point: If the income you are earning is insufficient to achieve your 
wealth-building goals, you should NOT try to get there by taking on more risk 
with your stocks. Instead, work hard to create more income.

The Only Strategy You Need
This simple system for managing money and building wealth can work for you
if you commit yourself to it. As I said, it’s the system I used to build a net 
worth of more than $50 million–and it’s still working for me and everyone else 
I know who has tried it.

http://www.amazon.com/gp/product/0471786764/ref=as_li_tf_tl?ie=UTF8&tag=earlytorise0d-20&linkCode=as2&camp=1789&creative=9325&creativeASIN=0471786764
http://www.amazon.com/gp/product/0470182024/ref=as_li_tf_tl?ie=UTF8&tag=earlytorise0d-20&linkCode=as2&camp=1789&creative=9325&creativeASIN=0470182024
http://www.amazon.com/gp/product/0470182024/ref=as_li_tf_tl?ie=UTF8&tag=earlytorise0d-20&linkCode=as2&camp=1789&creative=9325&creativeASIN=0470182024


So today, spend the time it takes to establish your own approach to “living 
rich” now… and in the future. Make your spending bucket big enough to allow
you to enjoy your life now, but small enough to enable you to fill up your 
saving and investing buckets quickly.

You don’t need to try any other wealth-building strategy. This one is infallible. 
The day you have your saving and investing buckets filled… you will have no 
reason to worry about money ever again.

You already know that it will work, don’t you? You know it will work because it 
is so simple. It is based on our two fundamental rules for building wealth: 
Never, ever lose money… and become wealthier every day.

If you are over forty, you have no doubt experienced how wrong 99% of the 
investment schemes out there are. You tried them and discovered they made 
you poorer, not richer. You are ready for something simple and true, a 
strategy you know in your bones will work.

When Tom and I started The Palm Beach Letter, we made a solemn promise.
We vowed to tell the truth about building wealth, rather than exciting our 
readers with the myths and lies that dominate the investment media.

We are proud of what we are doing and confident that it will help you become 
wealthier. Our goal is not–and never will be–to make you a “clever” investor. 
We simply want to teach you how to become wealthy. If that’s what you want, 
you are in good company.



About Mark Morgan Ford
Mark Morgan Ford was the creator of Early To
Rise. In 2011, Mark retired from ETR and now
writes the Palm Beach Letter. 

His advice, in our opinion, continues to get better
and better with every essay, particularly in the
controversial ones we have shared today. We
encourage you to read everything you can that
has been written by Mark.
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