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WARNING AND DISCLAIMER 
 

This book is intended to provide general information regarding 
saving for retirement. It is not intended as a substitute for the 
investor’s own research, or for the advice of a qualified 
financial specialist. The author shall have neither liability nor 
responsibility to any person or entity with   respect to any loss 
or damage caused, or alleged to be caused, directly or indirectly, 
by the information contained in this book.
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INTRODUCTION  

What future do you see for yourself? How often do you ask 
yourself where do I want to be financially in one, two or twenty 
years? Do you see yourself retiring in your sixties and enjoying 

financial freedom by doing what you really like? Or are you still 
working, counting every penny, and living below your means?  

We at Foresight Capital Management Advisors, Inc. believe that everyone who 
has worked hard, sacrificed, and saved to build wealth deserves an abundant 
retirement. By using best-practice financial modeling, we can provide clarity 
about what you need to do, both today and in the future, to move toward a 
confident and financially secure retirement. Planning is where it all begins for 
your retirement. To illustrate this principle, we will follow the real-life stories 
of two individuals, Dr. Success and Dr. Ordinary as they have nearly identical 
resources but made very different choices. 
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Dr. Success and Dr. Ordinary* have almost identical situations, at least in terms 
of the information that advisors look at.  They have the same number of years 
of service in the same retirement plan. Both plan to retire at their full retirement 
age with about 44 years of service. Both are highly qualified; they are making 
a very good income, probably better than average for a lot of doctors. They 
started working with Foresight in the same year with total savings of around 
$300,000. 

 
Dr. Success genuinely committed to building lifetime wealth; he wanted to start 
off on the right foot. He began with a moderate approach to his lifestyle. He did 
not chase after a house three times his income or a luxury car that would strain 
his budget: he could afford a comfortable life only after making some good 
financial decisions. However, living his comfortable lifestyle allowed him to 
save more towards his retirement and pay off his student loans in a reasonable 
amount of time. Right now, he lives in a great house worth four times his 
income, drives a luxury car, is able to invest comfortably in alternative 
investments, and frequently travels and dines out. 

 
He also wanted to pay back his student loan debt as quickly as possible, while 
still saving for his retirement. So, the student loans were gone after 10 years. 
After the loans were paid off, he was able to invest even more! He started 
maxing out his 401(k) and heavily invested in Foresight’s globally diversified 
portfolio with an average return of 7% to 8%.  Dr. Success was able to 
accumulate $15 million in his investment accounts over the 44 years of his 
career. He is essentially debt free and has a mixture of retirement plans, 
investments, and savings. These allowed him to retire comfortably and maintain 
his full working wage as his standard of living at 67 years old. 

 

 

* Names in the story examples have been changed to preserve confidentiality. 
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Dr. Ordinary is an overconfident individual who thinks he is a better-than-
average or an expert investor. He became price-obsessed and started to trade 
more after he experienced high stock returns. He appears daily by either buying 
or selling stocks throughout the day with the hopes of cashing in on small 
changes in the price of high growth stocks. Day trading, however, carries a high 
risk of loss, so the poor fellow has incurable emotional problems 
and overestimated investment skills. Instead of making 7% to 
8% return in a year by investing in a diversified portfolio, he 
chooses to take an enormous amount of risk to get those +100% 
profits instead of the safer 8% profits, and thus sadly ends up 
generating an average annual return of only 2% over time.  
 
He also was told to pay down his debt quickly or max out his 
401(k), but he just does not see the need. Retirement is so far 
away! So, he waited a few years to start contributing into his 
401(k) and paying off his student loans; he did not see much reason to save for 
a retirement that is 40 years away. He bought a big house, multiple cars, and 
was not focused on paying down his student loan debt. His living expenses 
included cable TV, utilities, premium gas for his luxury autos, eating out, 
designer clothes, vacations, lavish weddings for his 5 children, etc. He wants to 
have $250,000 each year in retirement lifestyle. If he retired at 70, he would 
likely need roughly $250,000 x 25 years or $6,250,000, but he is already far 
behind. 

 

Dr. Ordinary always vaguely intended to build up his retirement savings. 
However, time is running out. He has already missed decades of potential 
investment gains and compound interest. At this point, he has $3 million 
earmarked for a retirement that is roughly a decade away. Despite his good 
intentions, Dr. Ordinary will not be able to retire even at age 70 and maintain 
his current working standard of living. 

Source: 
https://www.presentermedia.c
om/powerpoint-
clipart/businessman-hold-
stack-money-pid-22737 
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This story illustrates how one person with restraint and careful planning can 
increase his investments by five times those of someone who fails to plan. In 
the end, Dr. Success will be far happier in retirement than will Dr. Ordinary. 
So, what will be your story? What approach will you take?    
   

Most investors are overconfident in their 
abilities, leading them to trade more 
aggressively, take on more risk and thus lose 
more money. The hardest hurdle to overcome 
with day trading is the sheer emotional toll it 
can take; taxing both physical and mental 
well-being. The financial markets have 
rewarded long-term investors. 

“Diversification does not work every time but it does work over time!”1 said 
David Lebovitz, JPMorgan Global Strategist. People expect a positive return on 
the capital they supply, and historically, the equity and bond markets have 
provided growth of wealth that has more than offset inflation. Paying off debt 
helps you generate wealth since debt is one part of the net worth equation. When 
you pay off debt, you save money that would have gone towards paying interest. 
That money can then be used in other ways. Moreover, the future is very 
unpredictable, no matter how hard we try to predict it. Financial planning is 
critical to success as it gives you control of your life and your future. In this 
booklet Foresight focuses on the principles of holistic financial planning 
designed to help you generate enough wealth for a happy retirement. You must 
plan today for a better and brighter tomorrow. 
 

“DIVERSIFICATION 
DOES NOT WORK 
EVERY TIME BUT IT 
DOES WORK OVER 
TIME!” - DAVID LEBOVITZ, J.P. 

MORGAN GLOBAL STRATEGIST  
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1. HOLISTIC APPROACH 

How does Foresight approach the details of holistic financial planning that is 
needed in these situations for young professionals described above? Foresight 
knows that newly graduated high-level professionals are put into a dynamic 
financial position where they have a massive shift in income level. This income 
shift is an unbelievably important time in these professionals’ lives, because 
how they live and adapt to the income changes will provide a baseline for 
financial decisions for the rest of their (your) lives. The implementation of a 
financial plan is crucial as it allows professionals to instantly get acquainted 
with the long-term goal of retirement savings while also achieving short and 
mid-term personal goals. Everyone’s financial plan is uniquely different, 
because the best financial plans need to be custom tailored to include each 
individual’s different and specific holistic factors. This 
is the value added by a financial advisor through 
examining and analyzing a client’s current fiscal and 
lifestyle scenarios and then guiding them to the goals 
they have set for themselves.  

A truly holistic financial plan does not stop at the 
financial analysis of the client. The needs of the client 
can also expand beyond their financial realm. 
Foresight’s approach examines all parts of a client’s life and coaches them to 
adjust certain aspects to make their dreams attainable.  Proper Life Coaching 
prioritizes balancing out all aspects of life to create a plan to help achieve any 
personal goals each client wants. This means that clients might have to budget 
and pay the necessary expenses first before spending their money leisurely, thus 
making some sacrifices in order to achieve what they set out to achieve.  

Source: Broadridge Financial Solutions, Inc.- Fiduciary 
Quality Management System. https://www.fi360.com 
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The Holistic approach to financial planning contains 4 distinct stages. The 4 
stages of holistic financial planning using the Fiduciary Quality Management 
System are to Organize, Formalize, Implement and Monitor. 

The Organization phase starts with a one-on-one meeting with the client and 
the advisor. During this phase, topics discussed with the client include their 
current financial situation, short-term, intermediate-term, and long-term goals. 
These goals will give both the advisor and the individual something attainable 
to strive for. At Foresight, this step is where we get to meet the client and start 
to draft what a potential financial plan would look like. The Organization phase 
also acts as the data collection phase where client information is gathered such 
as investment accounts and investment strategies, insurance policies, 
wages/savings rates, risk tolerance, and other family goal information.  

In our example, Dr. Success understood the importance of goal setting and 
followed the first step of the financial plan. Dr. Success committed to build 
lifetime wealth by getting out of debt before retirement, building an emergency 
fund, and saving enough money for a comfortable retirement. While Dr. 
Ordinary always relied on luck and never set a long-term financial goal. He 
firmly believed that mostly luck will help him to reach financial independence 
at an earlier age. As Benjamin Franklin said: “Failing to plan is planning to 
fail”. Thus, it is crucial to start planning your finances early to secure a better 
future. 

Once all necessary client information is gathered and organized, the next step 
in the holistic financial planning process is to formalize the custom-tailored 
financial plan. A custom-tailored financial plan is built to answer the questions 
and needs of each individual client or family.  Topics that can be covered within 
the holistic financial plan at Foresight include but are not limited to: Current 
Investment Analysis, Investment Recommendations, Social Security Analysis, 
Insurance Analysis, College Savings Plans, Debt Repayment Plans, Budget 
Analysis, Long - Term Care Planning, Monte Carlo Retirement Analysis, 
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Withdrawal Strategy, Estate Documents and a To Do List for the next steps 
following the formalization of a financial plan. 

– Current Investment Analysis  – 

Within the Current Investment Analysis tab, Foresight 
works to gather a clear picture of the overall family 
portfolio. This includes any employer sponsored 
retirement plans, retirement savings accounts, Roth assets, 
after-tax investment brokerage savings, annuities, and 
liquid cash savings. Once the family portfolio is 
constructed, Foresight begins to analyze the health of the 
investments within the portfolio. These various 
investments may include mutual funds, stocks, bonds, real 
estate, or other investment vehicles. Foresight uses various analytical tools to 
research and analyze the health and characteristics of these investments.  

One such tool is the Fi360 Fiduciary Toolkit. The Fi360 toolkit is able to score 
mutual funds on 11 different criteria in relation to its peer group and this results 
in an overall score of 0-100. The cumulative score reflects how well the mutual 
fund scores in relationship to its peers on a percentile basis. If a mutual fund 
has a score of 10, that mutual fund ranks in the top 10% of the mutual funds in 

Source: Broadridge Financial Solutions, 
Inc.- Fiduciary Score TM. 
https://www.fi360.com 

Created using https://www.canva.com 
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its peer group. At Foresight we strive to identify and invest in mutual funds that 
fall in the top 25% dark green percentile. Per the example below, Mutual Fund 
A does just that, as it passes every single category and received a cumulative 
percentile rank of 0, meaning this fund is the best of the best in this category.  
However, Mutual Fund B did not fare so well as it fails in the 1, 3, and 5-year 
returns, the 3-year Alpha, the 3-year Sharpe Ratio, and the Style of investment 
criterion. With those factors, it received a cumulative score of 80. Meaning that 
80% of funds in the Large Blend category are heathier and scored better than 
Mutual Fund B. The tool 
also keeps track of the 
rankings of the mutual 
fund over the last 1, 3, 5, 
and 10 years. 10 years ago, 
Mutual Fund B scored 
much higher with a 
ranking of 31, but has 
since fallen out of favor.  

             

 

 

– Investment Recommendations – 

After Foresight analyzes the current investments as well as available investment 
options, we then create custom investment portfolios utilizing the research tools 
to ensure clients are invested into the healthiest positions that provide the 
highest return at the lowest cost and risk. We quantify these portfolios using a 
Comparative Performance Summary as seen below.  

All Comparative Performance Summaries start with the benchmark of the S&P 
500, the 500 largest companies in the United States. We then compare that to 

Mutual Fund A 

Mutual Fund B 

Source: Broadridge Financial Solutions, Inc.- Fi 360 Fiduciary Score® Breakdown. https://www.fi360.com 
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the client’s current portfolio as well as multiple proposals for the client to 
improve their investment portfolio. Foresight will walk through each of the 
created proposals to accurately tailor the proposals to the client’s goals, risk 
tolerance, and cash flow needs. Foresight is able to invest in stocks, prime 
market bonds, mutual funds, covered call options, annuities, and other complex 
investment strategies to ensure the client has a fully diversified and efficient 
portfolio.  

            Note. All data is from Morningstar, Inc. June 30, 2021 and used as a hypothetical representation of these comparisons 

 

– Social Security Analysis – 

During the Social Security analysis chapter, Foresight provides reporting that 
properly estimates the Social 
Security benefits, according to 
the current laws, for the client in 
the future and weighs the pros 
and cons of taking Social 
Security early, or delaying 
Social Security as long as 
possible. Social Security 
provides a huge benefit for 

  Source: Social Security Spousal Planning Analysis. Horsesmouth, LLC. https://www.savvysocialsecurity.com/ 
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retirees and will count for a substantial portion of their retirement lifestyle. The 
earlier you retire, the more beneficial taking Social Security may be, but the 
longer you delay taking Social Security, the higher your cumulative benefits 
will be. Below is an example of a Social Security output. 

 

– College Savings Plan – 

Foresight also runs custom College Savings plans for clients looking to save for 
large education expenses.  Using a national study on the price of higher 
education costs across the country, Foresight can plan for the estimated 
education expenses associated with sending kids to college. A key factor in the 
College Savings Plan is the increased inflation on the costs of higher education. 
By running a College Savings Plan, Foresights helps clients prepare for these 
increasing costs through planning and proper investing to build an asset pool 
that will cover the potential education needs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

   Note. Tuition estimates are based on projections provided by The Princeton Review. https://www.princetonreview.com/ 
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– Insurance Analysis – 

Although Foresight does not sell any insurance policies or products, we have 
the ability to analyze your current insurance coverage and research ways to 
potentially improve your insurance portfolio. Areas of insurance that Foresight 
is able to analyze include Life, Health, Home & Automotive, Disability, and 
Long-Term Care. 

Long-Term Care is an essential part of the retirement planning process and is a 
large expenditure for retirees. According to a study done by Morningstar in 
2019, an estimated 47% of men 65 and older and 58% of women 65 and older 
will need long-term care during their lifetimes2. The cost of this care today is 
upwards of $100,000 yearly for a private room at a nursing home, but with 
healthcare costs rising faster than normal market inflation, that yearly cost could 
double in the next 20 years. A Foresight example of a Long-Term Care Analysis 
Table is on the next page. 
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– Debt Repayment Plan – 

During the debt repayment plan, Foresight works to craft a custom plan to 
refinance/pay off any family debt, as it makes sense with current interest rates, 
while optimizing the family’s budget 
to continue saving for their short- and 
long-term investment goals and 
paying necessary lifestyle expenses. 
The key is to not focus exclusively on 
one area to the detriment of another. 
Holistic financial planning is a huge 
balancing act!  

 

– Monte Carlo Lifestyle Analysis – 

The Monte Carlo Lifestyle Analysis will be expanded on within its own chapter 
later in this booklet.  However, this analysis and simulation brings all of the 
puzzle pieces of retirement together to create a clear picture of what retirement 
may look like! The analysis compiles all planned income, major lifestyle 
expenses, savings goals, taxes, and other customizable information to help 
determine proper retirement age, budget, and withdrawal strategy. Reference 
chapter 2 to learn more about the Monte Carlo Lifestyle Analysis. 

 

– Budget Analysis – 

Once Foresight determines the necessary levels of savings and expenses, 
Foresight examines the family’s or individual’s income to build proposed 
budgets for the client. The budget is built to include things such as mortgages, 
student debt repayments, college savings, pretax retirement plan savings, Roth 

Source: https://www.presentermedia.com/powerpoint-animation/custom-life-balance-pid-
13780 
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savings, after-tax investments, insurance premiums, and other necessary 
lifestyle expenses and income. The goal is to determine what the “true” 
spendable budget is after you pay yourself first with proper savings and debt 
repayments.  From here, a monthly spendable budget is created net of retirement 
plan contributions, taxes, and major life expenses. This net income can be used 
for any living expenses for the family, saving for financial goals like 
homeownership, vacations, recreational vehicles, clothes, golfing/sports, 
personal salon, children’s camps/events, and other family fun! 
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– Withdrawal Strategy – 

Once the Monte Carlo and Budget Analysis have been 
completed, the Withdrawal Strategy follows. This is a 
crucial step towards making the maximum amount of 
money available to you in retirement. During this 
chapter, a Roth Conversion strategy may be deployed 
for the family that will ultimately lower the family 
RMD’s, or required minimum distributions, in 
retirement and will lower the overall tax burden for the 
rest of the family’s life.  

There are two paths traditionally implemented through 
retirement. Dr. Ordinary chose not to implement a Roth conversion strategy and 
to pull from the family pretax assets right away. This is what many people do 
and they miss out on the opportunity of huge future tax savings. However, Dr. 
Success implemented a Roth conversion strategy during early retirement. 
During his early retirement years, Dr. Success was in the middle of the 12% tax 
bracket. Once age 72, Dr. Success RMDs would push the family to the 24% 
income tax bracket. Dr. Success filled out the 12% and 22% brackets now and 
converted an estimated $600,000 from the pretax assets to his new Roth IRA. 
This lowered the family tax liability in the long run by lowering the RMD’s at 
age 72 by an estimated $41,000. This will save approximately $10,000 in taxes 
every single year for the rest of their lives.  

His Age Her Age Year
Gross Income 

Including Health 
Care 

Funds to Withdraw Amount to Withdraw
Roth Conversion Amount @ 

12% Federal Tax Bracket
Ordinary Income Taxable Portion 

70 67 2031 $248,658 Practice Buyout $15,000 $15,000.00
$231,158 Gross Lifestyle His Social Security $46,420 $39,457.00

$17,500 HC Costs Her Social Security $23,136 $19,665.60
est After Tax Funds beg Value $2,822,265.00 After-Tax Withdrawals $164,102
est After Tax Funds end Value $2,844,234.41

$248,658 Estimated Roth Conversion Estimated Taxable Ordinary Income
$36,677 $74,122.60

Family Withdrawal Strategy

Source: Charles Schwab & Co. Inc, - Traditional RMD 
Calculator.  https://www.schwab.com/ira/understand-
iras/ira-calculators/rmd 
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Both strategies will work, implementing and not implementing a Roth 
conversion strategy. However, the Roth conversion saved Dr. Success over 
$200,000 in taxes throughout the rest of his life while creating a Roth of 
approximately $600,000 which will grow tax free for the rest of his life. This 
Roth can act as an after-tax account and can be used for family purchases 
throughout retirement should the family need it for items such as replacement 
vehicles, wedding expenses, LTC costs, gifting, or a future inheritance for their 
children and grandchildren. 

Once the Financial Plan is formalized and completed, Foresight helps 
implement the plan with the client every step of the way. Read more about the 
Custom and Personalized Services at Foresight in Chapter 5 of this booklet.  

The final step of the process is to Monitor. During this step of the process, 
Foresight will continue to evaluate and monitor financial performance, and 
work with the client to adjust investment strategies based on both clients’ needs 
as well as financial market conditions. Foresight meets with clients yearly for 
annual reviews where we summarize their portfolio and re-examine financial 
goals. Foresight is very flexible with 
clients and can work with individuals 
to produce customized analysis during 
this time for other financial questions 
that may arise. Our firm is always here 
to continue to examine the holistic 
financial planning portfolio of the 
client to make necessary adjustments. 
Throughout this process, the ultimate 
balancing act is given stability and begins to shore up!  

 

Source: https://www.presentermedia.com/powerpoint-clipart/stick-figure-walking-
tightrope-pid-3675 
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2. MONTE CARLO LIFESTYLE ANALYSIS 

Foresight understands the importance of managing risk and uncertainty. That is 
why we use tools like the Monte Carlo Simulation to make research backed 
recommendations for our clients.  Monte Carlo simulation is an analysis tool 
used by Foresight to determine the likelihood of achieving a desired retirement 
income given a multitude of factors and scenarios. This helps give families a 
reasonable expectation of what their current lifestyle/situation is and how it will 
affect their potential retirement income if they begin financial planning early 
enough in their careers. Also, families can make impact decisions and changes 
to their lifestyle and savings that will bolster retirement income if they begin 
financial planning early enough in their careers. Foresight recommends that a 
family saves 15% of their gross income every working year to best achieve your 
goal retirement date. The sooner you start saving the less complicated 
retirement planning becomes.  

Unlike simple retirement calculators that just take into account average rate of 
return, yearly savings and the number of years until retirement, Monte Carlo is 
more intuitive and works using probabilities rather than straight math. Stocks 
and bonds do not offer steady returns and can suffer in economic downturn. 
Monte Carlo anticipates these fluctuations in the many simulations that are 
calculated. It accounts for the best years in the market as well as the rough times 
of recessions. This allows clients and advisors to work together to create a plan 
that is obtainable and will having staying power through the different cycles of 
the economy.  

Each Monte Carlo is unique and customized for families based on age, gross 
income, savings, taxes, retirement income lifestyle, and retirement goals that 
each create input into the simulation program. The risk tolerance level, that the 
family is comfortable with, is then applied to their investment savings. 
Foresight uses conservative, moderate, and aggressive risk portfolios to assess 
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a client’s ability to take on risk. The Monte Carlo simulates the volatility and 
growth in the market and a wide range of possibilities that can unfold in the 
market over time. An average is taken from those simulated possibilities (given 
the variables and parameters that fit the family’s life) and an output will then 
show the percent possibility of reaching the desired retirement income goal or 
desired retirement age goal. To ensure that families have the highest probability 
of reaching their goals, Foresight will only advise families with a Monte Carlo 
scenario that passes with at least a 90% chance of success at ages 90 and 95. 

Foresight takes a holistic approach when advising families and realizes there 
are more factors to a financial picture than just investments. 401(k) 
contributions and profit sharing from an employer are taken into account. 
Clients receiving an inheritance can have the assets or cash accounted for as a 
part of their whole financial picture. Loans such as car payments, mortgages 
and student loans can be amortized and included. A Monte Carlo is a great way 
to visualize these loan payments and to see when and how they can be paid off. 
Starting a college fund can be broken down into the amount that should be saved 
each year to reach their children’s educational goal. Foresight does offer 
personalized college planning for families to help manage college cost.  Large 
savings goal such as second home, weddings, boat etc. can be built into the 
Monte Carlo. Look at the following image to see how these specific situations 
are displayed on a Monte Carlo.  

Monte Carlo Simulations are highly customizable and can incorporate many 
different factors such as paying off student debt, managing mortgage payments, 
education funding goals for children, and saving for retirement all while 
creating a smooth lifestyle budget.  

These Monte Carlo simulations have true staying power with their ability to 
simulate fluctuations in the economic markets.  A real-life example of this 
happened with the Planner Family. The Planner Family came into Foresight and 
created their initial holistic financial plan about 5 years before they wanted to 
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retire. The Planner Family took the investment recommendations, for their 
specific financial goal, and self-implemented the financial planning ideas. Five 
years later, the Planner Family returned to Foresight to refresh and update their 
Financial Plan as well as their Monte Carlo Simulations.  After all those years, 
this family had implemented Foresight’s ideas initially presented and it doubled 
their investment pool in the five years leading up to retirement, just like their 
initial Monte Carlo had indicated five years earlier. The updated Financial Plan 
and Monte Carlos were completed and the Planner Family comfortably headed 
into full retirement knowing that the implementation and proper financial 
planning had prepared them for their journey ahead! 
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3. ALTERNATIVE INVESTMENTS 
 

High-net-worth families are usually targeted and attracted by the opportunities 
of alternative investments, which they believe can turn into a valuable asset and 
provide higher payouts. They also believe that alternative investments are a 
good tool for getting rich quicker and providing continuous passive income. 
Although getting rich quickly would be wonderful, the risk inherent in such 
investments comes with potential for very great loss. In addition, such risky 
investments may also be scams or involve fraudulent schemes that carry 
potential legal exposure. 

First, what are the alternative investments, and why are they so attractive to the 
investor?  

Alternative investments are a non-traditional approach to investing in different 
vehicles, such as real estate, commodities, private equity funds, cryptocurrency, 
etc. More and more investors are considering alternative investments as a good 
way to hedge against poor stock market performance or to provide a form of 
passive income. 

 

For example, real estate is considered an alternative 
asset when people buy or flip investment property 
such as office buildings, residential apartments, or 
houses. Such investment can provide steady, reliable 
income, but it also has expenses; monetary expenses like property taxes along 
with huge investments of time and effort for property maintenance, etc. One of 
the well-known ways to invest money in real estate is BRRRR strategy that 
stands for “Buy, Rehab, Rent, Refinance, Repeat”. The BRRRR strategy aims 
to enable new or seasoned real estate investors to build a property portfolio that 
can provide long-term passive income without needing a significant amount of 
upfront capital.3 However, it is important to consider if you want to spend your 

Source: https://pixabay.com/vectors/realtor-real-
estate-house-home-5809182/ 
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time on managing, rehabbing, renovating, and flipping the properties and to also 
take the time to look for good tenants to rent your property. Be aware that the 
bank’s appraisal value might be lower than your estimation of the value of the 
property. Also be aware that you might wait a year or longer to finance the next 
property due to the bank’s required seasoning period.   

 

Before you consider any alternative investments, it might help to understand 
certain challenges and consider limitations. Foresight recommends completing 
the first three investing steps before adding the alternative investments to your 
portfolio. 

1. Contribute and increase savings to maximize an employer-sponsored plan 
such as 401(k), Roth 401(k), or 403(b). These accounts allow you to invest 
in mutual funds. Employers often provide a company match on your 
contributions that is considered to be free money you receive by participating 
in the retirement plan. 

2. Create a Roth IRA or backdoor Roth. The Roth savings is after-tax dollars, 
meaning that you will have tax-free growth and withdrawals of your money 
in retirement. 

3. After you maximize the savings into your 401(k) and IRAs, then a brokerage 
account needs to be added to your portfolio. In a brokerage account you can 
add additional diversification into stocks, mutual funds, ETFs, municipal 
bonds and other securities. The brokerage account should include an 
emergency savings of 6-to-8-months of wages and also setback funds for 
large purchases such as: vehicles, travel, homes, weddings, etc. 

4. Only after the above three portfolios are built should you consider investing 
in alternative investments, such as real estate, commodities, private equity 
funds, or cryptocurrency. This provides an opportunity for portfolio 
diversification and adding appropriate risk management to your families’ 
savings goal. 
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Remember, you must always do your due diligence regarding alternative 
investments, verify all information provided by a salesman or an issuer, and 
analyze all aspects of the investment (including the time you will spend 
managing it). Swindlers usually make every attempt to persuade people that 
they are legitimate and the offers are rare opportunities for promising returns. 
In 2021, consumers reported losing more than $5.8 billion to fraud, a 70% 
increase over the prior year, according to the Federal Trade Commission.4 
Additionally, consider all the risk that you are taking—alternative investments 
are complex investments with limited regulations, have higher fees and costs, 
are typically less liquid and less transparent, can require excessive time 
management, and also can have high carrying costs and unexpected results.   

 

Alternative investments are a different path to potentially increase your wealth, 
but they carry a high level of risk, so buyers need to beware and only add them 
when everything else is in place from a savings perspective. 

4. LIFE COACHING 
 

A large part of prudently advising clients is not only coaching them through key 
financial decisions, but also key life decisions. It is important to be able to work 
with clients throughout all their life phases: the balancing act that’s required to 
start their careers, the accumulation phase of investing while working, and 
ultimately the distribution phase in retirement. Key financial decisions and life 
decisions often have a lot of overlap. Paying off student loans, understanding 
the benefits at a first job out of college, purchasing a first home, and planning 
for a family are all key financial and life decisions that will ultimately influence 
how happy an individual or family are over the long-term.  
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The entire holistic approach explained in chapter one 
demonstrates how key financial decisions are made over 
the lifespan of an individual or family. It also starts to demonstrate how life 
coaching is achieved throughout the process. The life coaching aspect of 
financial planning begins immediately upon the start of an individual’s career. 
This is one of the most delicate and challenging phases as the investor’s 
knowledge and experience is generally at its lowest level. It’s extremely 
important to get started on the right foot, as most individuals graduating from 
college are beginning their careers living at home with student loan debt. This 
is where the “ultimate balancing act” comes into play as individuals find the 
balance between starting to save for their first home, paying back student loans, 
establishing a budget, and starting to save for retirement.  

 

 

 

 

“Don’t save what is left 
after spending; spend 

what is left after 
saving.” 

- Warren Buffett 

Source: 
https://pixabay.com/illustrations/w
arren-buffett-rich-money-5000311/ 
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The above example is for a young attorney just starting in her career. This 
particular client was solely focused on saving for a down payment to purchase 
her first home. With the help of our guidance, we were able to provide a life 
coaching approach to her financial situation. Instead of just focusing on saving 
for a home down payment, we helped analyze her entire situation and 
recommended retirement savings and investments, a student loan repayment 
strategy, and a strategy to save for her upcoming wedding. Once all areas of 
saving, investing, and tax planning are accounted for, we then get to the net 
spendable lifestyle for the client to implement. The goal of this budget analysis 
is to set a base lifestyle while making sure to account for all other important 
financial expenses/ savings. Another main focus of setting the lifestyle budget 
up front at the beginning of someone’s career is to implement the “Pay yourself 
first” method. This savings method focuses on first and foremost paying 
yourself by saving for your own retirement before starting to spend your net 
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paycheck on lifestyle expenses. It’s 
important to implement this strategy at 
the beginning of your career so you are 
immediately accustomed to properly 
saving for retirement and not spending 
your entire net paycheck.  

At Foresight, we have seen several 
examples of professionals who have started their retirement savings too late and 
have since struggled to successfully retire. Dr. Much is an example of a client 
starting too late and “playing catchup” with their retirement savings. Dr. Much 
has always been a highly compensated professional working in the medical 
field, but instead of immediately implementing the “pay yourself first” strategy, 
Dr. Much spent most of his net paychecks at the beginning of his career. After 
years of spending most of his net paychecks on houses, cars, and other 
discretionary expenses, Dr. Much eventually paid off all of his student loan 
debt, established a budget, and started saving for retirement, but was still not 
able to reach his goal of retiring early and replacing at least 70%-80% of his 
working wages. If Dr. Much were to have “paid himself first” immediately 
when starting his career, he wouldn’t have fallen into the trap of getting use to 
overspending and procrastinating on taking control of his financial life, and 
would’ve been able to meet his financial goals and successfully retire early. The 
key is to start saving early so the investments compounding of growth work 

over your entire career not just the last 20 years of your 
career.  Instead, Dr. Much is working with Foresight for life 
coaching later in life and will need to work longer to 
achieve his financial and life goals for retirement.  

Created using 
https://www.canva.com/design/DAE_2vT3wP0/kpsYYdJ2geN4FG0Mk7XGjw/edit# 

A quote by George Samuel Clason, an American entrepreneur 

Source: 
https://www.presentermedia.com/powerp
oint-clipart/holding-money-bag-pid-
14048 
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An example of a client who successfully met their 
financial goals and retired early were Mr. and Mrs. 
Early. These clients started the financial planning 
process with Foresight immediately at the 
beginning of their respective careers and were able 
to start their financial lives out on the right foot. Mr. 
and Mrs. Early also weren’t looking to retire at full 
retirement age or normal retirement age (typically 
defined as between ages 65-67), they wanted to 
implement the F.I.R.E movement (Financial 
Independence, Retire Early). The F.I.R.E 
movement focuses on aggressively saving and 
paying yourself first to achieve financial 
independence early, allowing a couple like Mr. and 
Mrs. Early to retire in their early 50’s. To 
implement the F.I.R.E movement, a significant 
amount of life coaching is needed. Since 
implementing the F.I.R.E movement requires 
decreased spending, increased savings, and prudent 
investing, life coaching is vital in guiding clients 
through the several important financial and life 
decisions they make over their working careers. The 
success of a family’s financial lives is determined 
not only by big life decisions like large purchases, 
picking a career field, and planning for a family, but 

the consistency of making prudent financial and life decisions. Financial 
success is reached by consistently making educated and prudent decisions again 
and again over decades. As with investing, these educated and prudent financial 
decisions compound into what becomes an overall successful life and reaching 

F.I.R.E 
 

FIRE movement is a 
lifestyle that’s focused 
on the goal of achieving 
financial independence 
and retire early.5  
 

FIRE is achieved 
through aggressive 
saving, far more than 
the standard 10 –15% 
typically recommended 
by financial planners.6 

 

 In order to achieve a 
FIRE retirement, you 
have to maximize your 
income while minimizing 
your expenses and 
starting to do that as 
early as possible — will 
allow you to grow your 
retirement savings to a 
point where they can 
assure you financial 
stability in your later 
years.7 

Source: Brenoff, A; CNNMoney; Kerr, A.  
Note, see reference page. 
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financial freedom. Having a trusted advisor walk side by side with you through 
life’s important decisions makes all of this possible through life coaching.  

5. STORIES BEHAVIOR 
 

Investor behavior has a significant impact on the probability of successfully 
accumulating wealth and reaching financial freedom. As human beings, we all 
have similar behavioral biases which affect investment and life decisions. Some 
common behavioral biases that investors face include overconfidence, illusion 
of control, and the status quo bias.  

– Overconfidence – 

Young professionals, and particularly highly educated young professionals, are 
subject to overconfidence. Overconfidence is one of the biggest behavioral 
mistakes investors make. Remember Dr. Ordinary from Chapter 1? Dr. 
Ordinary is a classic example of a highly 
compensated professional that suffers 
from overconfidence. As with most 
physicians, attorneys, and other educated 
professionals, Dr. Ordinary is very 
intelligent. Dr. Ordinary completed 
decades of schooling to become a 
physician, and surrounds himself with other highly intelligent 
professionals. Why wouldn’t Dr. Ordinary be confident about his investment 
abilities? Well, the problem is that the years of medical schooling that Dr. 
Ordinary completed didn’t prepare him for being a prudent investor. Dr. 
Ordinary’s overconfidence in his investment management led to him making 
several financial mistakes, such as: attempting to time the market, excess 
trading, and holding onto losing positions too long in hopes of recouping the 

Source: https://pixabay.com/ 
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losses. All of these mistakes can lead to poor financial outcomes. 
Overconfidence also leads investors to turn a blind eye to negative information 
when they feel confidently about a specific investment. Dr. Ordinary often 
ignores negative news surrounding the handful of stocks that he owns, as he 
believes his understanding of the companies outweighs any substantial news.  

– Illusion of Control – 

 Dr. Ordinary also suffers from the illusion of control. Every day during his 30-
minute lunch break, between seeing the 50+ patients that Dr. Ordinary services 
each day, he logs into his trading platform and trades the same handful of 

securities every day. This makes Dr. Ordinary 
feel like he is in control of his own financial 
outcomes, although he is not. The market can be 
unpredictable and as an investor, you never 
know what news may come out that will affect 
the market and especially individual securities. 
Dr. Ordinary also often trades Biotechnology 
stocks for companies that he is familiar with. 
Although Dr. Ordinary may understand the 
therapeutics or technology that these 

biotechnology companies offer, he is rarely ever in tune with the financials of 
the company or future expected earnings. By trading the same securities each 
day, Dr. Ordinary feels as though he can minimize his losses on down days and 
maximize his gains on up days. However, over time Dr. Ordinary consistently 
underperforms compared to broadly diversified portfolios and racks up excess 
trading fees and taxable income in his trading accounts. This is a prime example 
of the illusion of control, as Dr. Ordinary has no more additional control over 
his daily trading outcomes compared to simply buying and holding good 
companies with opportunities for growth and solid future outlooks.  

Source: https://pixabay.com/ 
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– Status Quo Bias– 

Investors often suffer from status quo bias. This bias stems from several 
sources, but often from investors wanting to hold onto investments regardless 
of the future prospects of the investment or other outside factors that affect their 
financial lives. An example of this is investors 
who hold large, concentrated investment 
positions because they either inherited the 
securities, work for the company in which they 
own the securities, or suffer from the illusion of 
control. Status quo bias also often leads to an 
emotional attachment for the investor to the 
investments and makes it difficult for the investor to obtain and properly 
interpret new information regarding their investments. A perfect example of 
this comes from a client named “JR”. This client works for a large automotive 
company in the Detroit area and invests most of his IRA assets into the company 
stock, in addition to owning the company stock, in his 401(k). JR believes that 
since his parents worked for the company and he currently works for the 
company, he wants to keep the status quo and continue to hold onto his 
company investments regardless of the gloomy outlook for the company’s 
future. This has been the status quo in the family for years and it helped JR’s 
parents successfully retire. In addition to the risk of owning a highly 
concentrated position in JR’s portfolio, he is also risking his human capital 
along with his financial capital. What if the company that JR works for has 
financial struggles and needs to layoff JR? This would not only most likely cost 
JR his job and stable income, but would also most likely cause a subsequent 
drop in the stock price which would affect the value of JR’s shares in the 
company. This is an example of the excess risk that status quo bias can lead to 
and why diversification is so important.  

 

Created using https://www.canva.com 
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Understanding these behavioral biases is only the first step in prudent financial 
and life decision making. Being able to identify these behaviors and control/ 
minimize the biases is what’s important over the long-term. A company has 
cycles of high growth, maturity, and eventually becomes aged with minimal 
growth unless it regenerates itself. The company that made your parents 
successful investors may be a no growth investment for you. A fiduciary 
financial advisor can help with identifying and managing these behavioral 
biases and can give investors a fresh set of eyes to help with important financial 
and life decisions.  

6. CUSTOM & PERSONALIZED SERVICES 

At Foresight clients are recommended personalized investment portfolios to 
meet their specific goals and needs. Our advisors encourage those seeking the 
expertise from a financial planner to call us to schedule a free one on one 
consultation meeting. Then our advisors will be able to personally understand 
your needs and tailor our wide array of services to your specific situation. As a 
new client, you will be asked questions on our risk tolerance questionnaire so 
our advisors can best tailor a portfolio to your personal financial story. This 
questionnaire asks your age, when you will need income from investments, your 
investment growth goals, as well as your attitude about loss in the short term 
and long term. Once this is complete our advisors can get the process rolling 
and will be able to determine what course of action is right for you!  

Foresight offers a diverse line up of investments to meet the needs of our clients, 
no matter the size of assets. Foresight helps clients plan for their future 
retirement and helps clients who are nearing retirement. Clients may choose to 
have Foresight invest their assets in a personalized portfolio or just meet for a 
financial plan with self-implement ideas. Foresight has many investment 
portfolio strategies to accommodate those in any financial picture. A financial 
plan client receives a full analysis on their current investments and 
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recommendations are made to improve their performance. Financial plans can 
even cover children’s college savings plan, social security analysis, and 
inheritance investing. We use a Monte Carlo simulation, as explained in this 
white paper, to calculate the probability of a client reaching their retirement 
goals under different circumstances.  

For clients looking for a way to grow their health savings, Foresight offers 
HSA- Health Saving Accounts to invest for future health expenses. This will 
allow for pre-tax money to be invested that can later pay for qualified medical 
expenses. Foresight can also advise clients shopping for life insurance, long 
term care, or disability insurance to help determine what policy best fit their 
needs. When a client is paying down a loan or considering refinancing, 
Foresight can advise if a new loan or refinance makes sense with better terms. 
For business owners planning to eventually retire from ownership of their small 
business, we offer Certified Exit Planning for a smooth transition.  

SUMMING UP 

This might seem hard and a bit overwhelming, but to start making the right 
financial decisions it is wise to start early. Starting early will add the stability 
needed for the rest of your life. We all want to live an abundant life and fulfill 
our dreams by traveling and buying cars/houses, but there is a financial cost 
attached to all these wishes, for which we need to save and invest. It is your 
choice if you want to follow Dr. Success’ path, taking control of your finances 
or Dr. Ordinary’s path, focusing on luck and ignoring any financial planning. 
You are creating your future in which you can enjoy financial freedom and 
financial independence. Thus, start to take control of your finances early to reap 
the benefits of time and growth! 
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In this paper we covered the core of wealth building that includes: 

 

 Holistic Approach 
 Monte Carlo Lifestyle Analysis 
 Alternative Investments  

 Life Coaching 
 Stories Behavior 
 Custom & Personalized Services 

 

 
 
 
 
 

There is good news, you are not alone. Let Foresight help you to start 
mapping out your financial future.  
Contact us at www.fcmadvisors.net 

Call 734-429-4680 
Email consultant@fcmadvisors.net  

 
 

“THE BEST THING MONEY CAN BUY IS FINANCIAL FREEDOM”  

A quote by Rob Berger, author of Retire Before Mom And Dad-The Simple Numbers Behind A Lifetime Of 
Financial Freedom. 
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