Life Balance Wheel

The House of

Future Finance

Fithess

Financial Capital

Operations
W-2, Enterprise, LLC, 5-Corp . .
Consulting Services Social Capital
Real Estate

Holdings Personal Business

o Hvored Spiritual Capital

Brokerage Accounts
Personal Home

Revocable Living Trust
Primary Residence

Eliminate Reductive Debt

*Inspired by Mark J. Kohler



Percentage of Americans Who
Currently Hold Various Types of Debt

General
Type of Debt Population Millionaires
Credit card debt 40% 6%
Auto loan 35% 18%
Student loan 22% 2%
Medical debt 12% 2%

Family/friend loan 8% 1%



General

Type of Debt Population Millionaires
Business loan 2% 2%
Home equity loan 10% 9%
Mortgage loan 30% 34%
Investing (employer-sponsored 401(k), 80%
Roth IRA) °
Investing (outside of employer: ETFs, 249
single stock, IRA) ’
Savings 73%
Real estate 36%

Note: Only 22% inherited their millionaire status.



Building Your Savings

QUICK START EMERGENCY
$1,000 - $5,000

*Implement a Debt Snowhall if Needed

PERMANENT EMERGENCY FUND
PLUS REPLACE BIG TICKET

ITEMS FUND
(cars, vacations, etc.)

3 Months Living Expenses
(Safety Net)

INCREASE HOLDINGS FUND
(house, deferred savings - IRA, 401Kk,
ROTH, rentals etc.)

Investment Opportunities




Total Asset Returns

Total nominal return indexes, 1802-2021
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Investor Conflicts

d bad th
& to others

Taking undue risk ¢
in one area and ¢

s



Modern Portfolio Theory

Diversification works: Own multiple asset categories
that tend to have dissimilar price movements

.\\

Harry Markowitz

1990 Nobel Peace Prize

1952 Portfolio Selection in
the Journal of Finance

Permission fo use granted by Efficient Advisors from Smart Investing Simplified ©2022



Efficient Market Hypothesis

Mispricings do occur but not in predictable patterns that can
lead to consistent outperformance.

Active management strategies cannot consistently add value
through security selection and market timing.

Evidence Based Investment Strategy: designed to reward
disciplined investors with capital market returns.




Efficient Market Hypothesis

January 1928 - December 2021 January 1928 - December 2021

1 Month T-Bills S&P 500
3.26% 10.19%

S&P 500 US Small Cap
10.19% 12.14%

6.93% 1.95%

Market Factor Size Factor

January 1928 - December 2021 January 1964 - December 2021

US Growth US Low Prof
9.76% 8.34%

US Value US High Prof
12.60% 12.12%

2.84% 3.78%

Value Factor Profitability Factor

Returns refer to the premium over the risk-free rate short term treasury. Returns based on The Center for Research in Security
Prices, University of Chicago. Data from 1/1928-12/31/2021 and 1/1/1964-12/31/2021. You cannot invest directly in an index.
Unmanaged indexes do not reflect management fees, transaction costs or other costs that are associated with some investments
or a managed portfolio.
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Evidence Based Investing Strategy

Building an Efficient Portfolio - 60/40 Hypothetical
Illustration: January 1999 - December 2021

Portfolio 1 Portfolio 2
S&P 500 100.00 S&P 500 60.0
Bonds 40.0

Annualized Return 8.09 Annualized Return 1

Standard Deviation 14.96 Standard Deviation 8.98

Growth of a Dollar: $5.98 Growth of a Dollar: $4.90
All US Equities (undiversified) Fixed Income Effect
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Evidence Based Investing Strategy-2

Building an Efficient Portfolio - 60/40 Hypothetical
Illustration: January 1999 - December 2021

Porifolio 3

S&P 500 18.0
US Small 18.0
Int’l Large 12.0
Int’l Small 12.0
Bonds 40.0

Annualized Return 1.1
Standard Deviation 9.66
Growth of a Dollar: $4.92

Global + Small Effect

Porifolio 4

S&P 500 10.0
US Small 8.0
US Lg Value 5.0
US SM Value 11.5
Microcap 1.5
Int’| Large 4.5
Int’l Value 4.5
Int’l Small 5.0
Int’l Small Value 8.0
Emerging Markets 2.0
Bonds 40.0

Annualized Return 1.47
Standard Deviation 9.73
Growth of a Dollar: $5.24

Global + Small + Value Effect
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Evidence Based Investing Applied

Captured almost 92% of “Undiversified’ All-US Stock
Return with 40% of the Portfolio in BONDS!

35% LESS Volatility (Risk)

i @

Risk Return

Cost Probability

8.09% vs 7.47%
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OK with Higher “S&P”’ Volatility?

Why settle for undiversified, S&P 500 “only’ returns?
January 1999 - December 2021

Portfolio 1 Portfolio 5
S&P 500 100.00 S&P 500 19.0
US Small 13.0
US Lg Value 9.0
US SM Value 13.5
Microcap 2.5
Int’l Large 8.5
Int’l Value 1.5
Int’l Small 8.0
Int’l Small Value 11.0
Emerging Markets 3.0
Bonds 5.0

Annualized Return 8.09 Annualized Return 8.25

Standard Deviation 14.96 Standard Deviation 15.23

Growth of a Dollar: $5.98 Growth of a Dollar: $6.19
*500 stocks in 1 Country *14,000 stocks in 50 Countries
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OK with Higher “S&P”’ Volatility?

Why settle for undiversified, S&P 500 ‘““only” returns?

Hypothetical $100,000 Portfolio Starting Value:

$598,504
VS
$619,216

Difference:
Y{WAV:
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Pyramid of Success

COMPETITIVE
GREATNESS

Be al your best when your best
is needed. Enjoyment of a
difficult challenge.

CONFIDENCE

Just being yoursell. Being al Respact without fear. May

gase in any situation. Nover come from being prepaned and

fighting yoursall. keeping all things in proper
perspoctive.

CONDITION

Mental-Moral-Physical, Rost,
exarcise and diot must be
considerod. Moderation must
be practiced. Dissipation must
b eliminated.

SKILL TEAM SPIRIT

A knowledge of and the ability A genuine consideration for
to properly and quickly execule olhers. An eagerngss lo
the fundamentals, Be prepared il sacrilice persenal interests of
and cover avery lillle delail, glory for the wellare of all,

SELF-CONTROL

Practice sell-discipline and

ALERTNESS INITIATIVE INTENTNESS

Be abserving conslantly. Stay Cultivate the ability to make Sel a realistic goal,
keep emolions under control,  Bopen-minded, Be eager 1o learn {i decisions and think alone, Do Conecenlrale on ils
Good judgmen! and commaon and improve. not be alraid of failure, but achievement by resisting all
sonse are essontial, learn Irom il. lemplations and being
determined and persistent.

FRIENDSHIP

Comes from mulual estecm,
respect and devolion. Lika
marriage it must nol be taken
lor granted but requires a
joint effort.

To yoursell and to all those
depending upon you. Keep
your sell-respect.

COOPERATION

With all levels of your
co-workers. Listen il you want
to be heard. Be interested in
linding the best way. nol in
having your own way.

There s no substitution for
work. Worthwhile resulls come
from hard work and carelul
planning.

ENTHUSIASM

Brushes olf upon those with
whom you come in contacl.
You must truly enjoy what you
are doing.

Success is peace of mind which is a direct result of
self-satisfaction in knowing you did your best to
become the best that you are capable of becoming.

John R. Wooden

Head Basketball Coach, Emeritus, UCLA

THE PYRAMID OF SUCCESS




Life Balance Wheel

The House of

Future

Fithess

Operations Financial Capital

Social Capital

Holdings
Spiritual Capital

Revocable Living Trust

Yes/No

Eliminu’re Reductive Debt Date(reated

*Inspired by Mark J. Kohler




